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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,
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 2018.

REVIEW AND ANALYSIS

During the year ended 31 December 2018, the Group’s
operations mainly comprise sales of telecommunication
products and services and operation of Internet finance platform
business.

SALE OF TELECOMMUNICATIONS PRODUCTS
AND SERVICES

During the year under review, the revenue of sale of
telecommunication products and services business was
approximately HK$2,460.3 million (2017: HK$1,097.9 million).
Sale of telecommunication products and services represented
trading of telecommunication products, provision of Internet
data center (“IDC”), WIFI, system integration and value-added
Internet services and software development in the PRC and
Hong Kong. The increase in turnover was mainly due to the
revenue growth in the trading of telecommunication products
business resulting from the diversification of products by selling
mobile phones of different brand names.

As at 31 December 2018, the Group had two IDCs under
operation in Guangzhou, namely Guangzhou Lotus Hill Data
Center and Guangzhou (Nanxiang) Cloud Data Center. There are
two IDCs under development, one in Heshan City and the other
in Shenzhen. It is expected that these two IDCs will commence
operation in 2020. For the year ended 31 December 2018, the
provision of IDC service business had contributed revenue of
approximately HK$353.6 million (2017: HK$217.1 million) to the
Group.
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Chairman’s Statement
FREHESE

Despite the improvement in revenue contribution during the
year ended 31 December 2018, revenue from the trading of
telecommunication products business for the fourth quarter
of 2018 has significantly decreased compared with the
first three quarters of the year. Such decrease was mainly
attributable to the downturn and keen competition of the global
mobile business environment that led to reduced orders from
customers. It is considered that the lack of further innovation
in the current generation of mobile phone negatively influence
consumers’ motivation to change their mobile phones. Thus,
such decreasing trend is expected to carry forward to 2019. As
a result, the financial performance of Million Ace Limited and
its subsidiaries (collectively referred to as “Million Ace Group”)
for the coming years is adversely impacted. Based on the
updated business valuation of Million Ace Group, the Group has
recognised an impairment loss of approximately HK$50 million
on goodwill arose on the acquisition of Million Ace Group for the
year ended 31 December 2018.

The recoverable amount of Million Ace Group’s cash generating
unit is determined based on value-in-use calculation. Such
calculation is based on: 1) the profit forecast prepared by Million
Ace Group covering a five-year period, and 2) a discount rate
of 17.96% (2017: 17.83%) per annum which reflects current
market assessments of time value of money and the credit risk
specific to the cash generating unit.

Given the aforesaid factors and the results of the annual review
of the existing business by Milion Ace Group’s management,
figures, particularly revenue, adopted in the five-year forecast
of Million Ace Group have been revised. The 2019 forecasted
revenue of the five-year profit forecast adopted for the year
ended 31 December 2018 has decreased by approximately
54.4% compared with that adopted for the year ended
31 December 2017 while the compound average growth rate
remained at similar level.

Other than the aforesaid revision, key assumptions and
valuation method have substantially remained the same for
the value-in-use calculation as at 31 December 2017 and
31 December 2018.

As at 31 December 2018, the Group had provided a lifetime
expected credit loss allowance to an amount included in
other receivables of approximately HK$42.6 million since the
recoverability of such receivable became uncertain. The Group
has engaged lawyers to take necessary actions against the
debtor and the guarantors to recover the amount. The Company
will update its shareholders on any material development as and
when appropriate.
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INTERNET FINANCE PLATFORM BUSINESS

During the year under review, the revenue of Internet finance
platform business contributed by E R FLIEH 8 E B2
B BR A Al (Guangdong Avatar Wealth Investment Management
Company Limited*) (‘Avatar Wealth”) and FJIH&E % &
fREB AR RIEBER AR (Shenzhen Bees Financial
Internet Financial Services Co. Ltd.*) (“Bees Financial”) was
approximately HK$43.9 million (2017: HK$108.3 million)
representing the service or commission income through the
operations of those platforms.

In view of the recent fluctuation of the Internet lending
environment in mainland China which resulted in investors’ lack
of confidence, borrowers’ failure to repay debts and stringent
regulations, operations of the Group’s Internet finance platforms
(the “Platform(s)”) have been negatively affected. Our business
volume has substantially decreased since the second quarter
of 2018. In order to ensure that interests of the Group and
the investors of the Platform are not compromised, in July
2018, the Group engaged lawyers to provide services to the
Group in relation to the operations of the Platform, particularly
conducting due diligence review of the operations, identifying
defaulted loans and receivables (including the impaired accounts
receivable as mentioned below) and taking necessary actions
to recover the same, and assisting the Group to: 1) comply
with the laws and regulations that are applicable to the Internet
finance platform business, and 2) carry out rectification work
on the operations of the Platform in accordance with the
rectification notice that the local financial regulatory department
issued to the Group in January 2018 and complete the relevant
filings.

Based on the results of the due diligence review conducted by
the lawyers, the management considered that the recoverability
of the accounts receivable of Internet finance platform business
became uncertain. Therefore, lifetime expected credit loss
allowance of approximately HK$36.2 million was recognised in
respect of those receivables. As the lawyers have commenced
the procedures of recovering the aforesaid accounts receivable,
the Company will update its shareholders on any material
development as and when appropriate.

As of the date of this report, Bees Financial has carried out
rectification work on the Platform and submitted the relevant
filings to the local financial regulatory department and is pending
the reply therefrom.

*for identification purpose only
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Chairman’s Statement
FREHESE

On the other hand, Avatar Wealth is still in the process of
carrying out rectification work on the Platform in accordance
with the relevant regulations. However, due to its smaller scale of
operations and therefore limited resources compared with those
of Bees Financial, its management is still assessing whether
Avatar Wealth is able to comply with the relevant regulations and
the possibility to complete the relevant filings therefore remains
uncertain. As such, it is uncertain that this cash generating
unit will generate cash flow in the future. The Directors have
decided to fully write off the goodwill of approximately HK$13.9
million arose from the acquisition of Avatar Wealth and the
relevant intangible assets of approximately HK$14.4 million in
accordance with the relevant financial reporting requirements.

BUSINESS PROSPECTS

Looking forward, the Group will continue to expand its IDC
business. While the construction of the IDC in Heshan City is
slightly behind schedule, it is expected to be put in service in
2020. We expect more revenue will be contributed from this
IDC which is the Group’s focus in the coming years. Moreover,
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 be able to reward
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FINANCIAL HIGHLIGHTS BmE
2018 2017
—E-N\F —E—+F
Turnover (HK$’OOO) %%%ﬁ ( ?/%ﬁ:) 21529’051 1 !21 47772
Net (loss)/profit (HK$’000) (E518) =) F8E (F457T) (126,995) 53,060
(Loss)/profit attributable to owners of PN/NGIE 2SN X )
the Company (HK$’000) (B18) 8F (FH&T) (84,425) 40,905
Basic (loss) earnings per share (HK Cents) A& (&) & A (GB1L) (0.89) 0.43
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For the year under review, the Group recorded a turnover of
approximately HK$2,529.1 million (2017: HK$1,214.8 million),
representing an increase of approximately HK$1,314.3 million
or 108.2% as compared to the year ended 31 December 2017.
The increase in turnover was mainly due to the diversification of
products by selling mobile phones of different brand names. The
Group recorded a loss attributable to owners of the Company of
approximately HK$84.4 million for the year ended 31 December
2018 compared to a profit attributable to owners of the
Company of approximately HK$40.9 million for the year ended
31 December 2017, primarily due to (i) the impairment losses of
goodwill and intangible assets of approximately HK$13.9 million
and HK$14.4 million respectively in relation to Avatar Wealth
and its Internet finance platform business; (ii) impairment loss of
goodwill of approximately HK$50 million in relation to Million Ace
Group and its sale of telecommunication products business;
and (iii) provision of lifetime expected credit loss allowance
to accounts receivable of approximately HK$36.2 million and
HK$42.6 million in relation to the Internet finance platform
business and sale of telecommunication products and services
business respectively.

FINANCIAL POSITION

As at 31 December 2018, the Group had interest-bearing bank
borrowings of approximately HK$682.3 million (2017: HK$119.8
million), which are analyzed as follows:

Chairman’s Statement
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The amounts based on the scheduled repayment dates set out
in the loan agreements and the maturities of the Group’s bank
borrowings at the respective balance sheet dates (i.e. ignoring
the effect of any repayment on demand clause) are shown
below:

BERRERER GRME AT ERAHRA
SERTEFINESEEAIHBERN (NR2H
EAREREEGROZE)E W :

2018 2017
—E-N\F T+
HK$’000 HK$'000
FHExT T
Amounts of bank borrowings that AR TS EREED
are repayable: IRITIER SR
— within 1 year —1FR 400,848 119,800
- between 1 and 2 years —1Z24F 31,573 =
— between 2 and 5 years —2&54F 95,961 =
— beyond 5 years —5F A E 153,879 -
Total borrowings B 682,261 119,800

The interest-bearing bank borrowings are denominated in
Renminbi and at floating rates.

As at 31 December 2018, the Group had current assets of
approximately HK$495.2 million (2017: HK$1,315 million),
including cash and cash equivalents of approximately HK$36.7
million (2017: HK$164.4 million), accounts receivable,
prepayments, deposits and other receivables, note receivable
and other financial assets of approximately HK$453.4
million (2017: HK$1,142.4 million); and current liabilities of
approximately HK$939 million (2017: HK$792.9 million). The
Group’s current ratio had been decreased from approximately
1.7 times as at 31 December 2017 to approximately 0.5 times
as at 31 December 2018.

The Group had total assets of approximately HK$2,318.2 million
(2017: HK$2,505.5 million) and total liabilities of approximately
HK$992.6 million (2017: HK$858.7 million), representing a
gearing ratio (expressed as total liabilities to total assets) of
approximately 42.8% as at 31 December 2018 (2017: 34.3%).
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The Group has always pursued a prudent treasury management
policy and actively manages its liquidity position with sufficient
standby banking facilities to cope with daily operation and any
demands for capital for future development. As at 31 December
2018, total available banking facilities of the Group amounted
to approximately HK$1,389.6 million from China Construction
Bank Corporation (“CCB”), which is mainly for the construction
cost of the “Bluesea Intelligence Valley” located in Heshan
City. The aforesaid banking facilities will expire in 2028 and the
unutilised amount was approximately HK$1,169.8 million. Due
to the repayment on demand clause of the aforesaid banking
facilities, which is a general term of banking facilities granted
by CCB, the long-term bank loans of approximately HK$219.8
million drawn from the aforesaid banking facilities are classified
as current liabilities in the statement of financial position as at
31 December 2018.

Besides, bank loans with carrying amount of approximately
HK$223.2 as at 31 December 2018 that is repayable within one
year after the end of the reporting period, will be refinanced with
CCB upon maturity under the aforesaid CCB’s banking facilities.

The Group’s turnover for the year ended 31 December
2018 amounted to approximately HK$2,529.1 million (2017:
HK$1,214.8 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 2018, the Group did not have any material
contingent liabilities.

CHARGE ON ASSETS

As at 31 December 2018, bank borrowings of approximately
HK$182.2 million (2017: Nil) were secured by properties of the
Group. As at 31 December 2018, the assets pledged to secure
certain bank borrowings granted to the Group amounted to
approximately HK$86.9 million (2017: Nil).
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Chairman’s Statement
FREHESE

USE OF PROCEEDS FROM THE OPEN
OFFER

Reference is made to the prospectus of the Company dated
8 December 2015 (the “Prospectus”) in relation to the
Open Offer and the announcements of the Company dated
30 June 2015, 13 January 2016 and 14 November 2018 (the
“Announcements”). Unless otherwise defined, capitalized terms
used herein shall have the same meanings as defined in the
Prospectus and the Announcements.

Up to 31 December 2018, the Group has utilized the Net
Proceeds as follows:

NABEMEHRERR

ZRMAAATBHA-_ZE—AE+_ANB
CEREER ([REER]) RAB@EA MR
EURARRRIBHA-_Z—RAFA=1+H"
—E-RF-A+=BR-_ZE—N\F+—A
THBEZAM([ZEQM]) BRIEMATE
IV R EFTRARA MR EERERZEAM
FIREEEBHERRE-

HE_Z-N\F+A=+—HB FKECS
BRAMSIIEFENT

Intended use of

Net Proceeds
as disclosed in
the Prospectus

Utilized Net
Proceeds up to

Unutilized Net
Proceeds as at

and the 31 December 31 December
Announcements 2018 2018
BEERR BE-Z-N\F R=-B-N\F
ZEAEFEE +=-A=t+—-HB +=ZR=+-H
ZIBRERE EBARSE CBRARE
M E F & RIEFE RIEFH
HK$ million HK$ million HK$ million
BEAT BEAT BEAT
(approximately) (approximately) (approximately)
(BE4) (BE4) (#E49)
Development of mobile WiFi business R EREZEZH
in Guangdong Province WRES:: 0.4 0.4 -
Development of cross-border BREBEHER
e-commerce business 32.2 32.2 -
Development logistics related business 2 & 4777 1858 3 7% 21.8 21.8 =
Development of peer-to-peer (P2P)  Z & A A L@ A (P2P)
lending platform BEFA 26.0 26.0 —
Development of cloud computing REREBIFIMERE
business and building cloud HEEBRERE
computing platform in Jiangmen, HEYA
Guangdong Province 447.6 416.5 31.1
Setting up IDC in Panyu, REREEBRIEHA
Guangdong Province A 300.0 300.0 =
General working capital and —REBEESRUARE
possible investments 261.3 242.5 18.8
Total st 1,089.3 1,039.4 49.9

Neo Telemedia Limited P EFEEEEEFR LA



As disclosed in the announcement dated 14 November
2018, the Group had made use of part of the Unutilized Net
Proceeds for providing short-term loans to independent third
parties with an aggregate amount of approximately HK$330.7
million at interest rates ranging from 5% to 10% per annum to
generate interest income to the Group and all the short-term
loans were due by 31 December 2018. As at 31 December
2018, HK$288.1 million of the short-term loans were settled by
those independent third parties. The Group is in the process of
collecting the remaining balance of these short-term loans. As at
the date of this report, HK$2,100,000 has been settled.

LEGAL PROCEEDINGS

Reference is made to the “Legal Proceedings” section of the
Chairman’s Statement of the Company dated 27 March 2018
in relation to the legal proceedings brought by NEO Intelligence
Holdings Limited (“NEO Intelligence”), a wholly-owned
subsidiary of the Company, against Messrs. CHAN Hung
Kwong, CHAN Yu Chiu and CHAN Yue Kuen and Giant Crown
Industries Limited (“Giant Crown”) (collectively referred to as the
“‘Respondents”).

The arbitration (Arbitration No. HKIAC/PA18006) (the
“Arbitration”) has commenced during the year ended
31 December 2018. Neo Intelligence has filed the statement
of claim with The Arbitral Tribunal (the “Tribunal”) and The
Hong Kong International Arbitration Centre (the “HKIAC”) on
11 February 2019 and the Respondents have filed the statement
of defence and counterclaim with the Tribunal and the HKIAC on
11 March 2019. The Group’s legal advisers are in the process of
preparing a statement of reply to be filed in April 2019.

The Tribunal has fixed the date for the pre-hearing case
management conference of the Arbitration which is
12 September 2019 and the dates for the substantive hearing of
the Arbitration which are 23 to 27 March 2020.

Chairman’s Statement
FREHRESE

BOBEBHAE-—ZT—NF+—ATHAZAMH
T AEEEFERBI RE BB HKE
FEORMBYSZAREBEHER A8
#B830.7EEB I FREN F5% =10%
NEEAREBEZFEBBA-SHEFRNR_Z
—N\NF+_A=+—HAHBF-R=ZFE—N
F+-A=1+—HB EHERN88IEES
TEHZEBYE=ZHEM - KREEEKD
ZEEHERNGR -RAREAE BEEE
2,100,000/ JT

AR TR

BRAARFARR _T-NF=A_++t
Bz EXRmHE EEFR] —H ATHHERN
RAIZEEMBARPEMEEERIERE
RAR ([HEFEFEERE]) S H R L
EREEERRABBAEEARBEER
BRRAR([BE]) (RERTHEDIRBF

AN

HE_Z-NA\F+_-_A=+—BLFEEE
1719 2 HKIAC/PA180065% ([{R &) - M =
E-NF-_A+—H PEHEEE kBT
BEE([EEDEEBBBEMESP L ([F
BEEBARPLDEXEFE MR _-F
—NFE=ZAT B WEREERBEER
mEAOEERRHELRIRAR - AEE
FRBRERAEERMALEN TN FN

EES &
FECEEMRENLRARHEEERAN

BT hAFhLA+ B HHEERAH
MA-—_E-_EF=-"A=-+=AFZ=++tAH-
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Chairman’s Statement
FREHESE

With respect to the claims filed with The People’s Court of
Panyu District, Guangzhou (the “Panyu Court”) by both &
BEEBEHEE AR DT (Guangdong Bluesea Mobile
Development Company*) (“‘Bluesea Mobile”) and &M & $E
ETEHEAR A7 (Guangzhou Gangju Electronics Industries
Limited®), a wholly-owned subsidiary of Giant Crown, in relation
to the dispute under the Arbitration (the “PRC Action”), the
Panyu Court has combined the two cases for trial during the
first hearing and has not fixed the date as of the date of this
report. The order of property preservation for the block of
building situated at E M #H & R AEEE 14455 AR under
the certificate of land ownership “ & & i & F 83005825
" (“Block A”) granted by the Panyu Court remains effective.
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 either
denominated in Renminbi, United States dollars and Hong Kong
dollars. The Group has not experienced any material difficulties
or negative impacts on its operations as a result of fluctuations
in currency exchange rates. The Directors considered that no
hedging of exchange risk is required and accordingly, there
were no financial instruments being used for hedging purposes
during the year ended 31 December 2018. Nevertheless, the
management will continue to monitor the Group’s foreign
exchange exposure and will take prudent measures as and
when appropriate.

*for identification purpose only

Neo Telemedia Limited P EFEEEEEFR LA

MERBESZRHERBRAR ([HEBE)])
REMNBEETFTEXERAR (BEZEN
BARRHBEFZREMNTEIERARE
BR(IBEBZARDRBRERR ([REFHRM
T ERERERBRRMABAHZMEAR
HERAFEAHTEETHR -FBER
MEMEBFEREABEETIRIM4FARETF
([ABREBF| Tt ERZFEFHETSE
300582555 ) W 2 ERE SN BN 5
BYEHALRBEFAAGREFMAZ TE:
BEEFEFAZHIAESH-

AEBERBHEARS HEMEEEENE
BRIRNPELTEFDRIERSBE -

At EERREEFAYEMNELILBUE
PLORAEE 2B BEFNERATE -

SN L B % B 5 BBUSR

REBRBHRSERRRHTIUAARE
ETRBTINE - AEB 2 EBKEERKRRA
BEEEXFYMEBEARNESIEAZATY
Z-FEXZRABELHINERR  AREE
—E-N\F+-_A=Z=+—HULEFEIEER
B TAESF - BENL EEREHEES
RAEEINERR WHEEEFRRNEERE
ik

Y EREF



EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2018, the Group had approximately 378
staff (2017: 390). The total remuneration, including that of the
Directors, for the year under review is approximately HK$68.7
million (2017: HK$39.6 million), which includes share-based
payments of approximately HK$17.2 million (2017: Nil). 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 Company’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, 21 March 2019

Chairman’s Statement
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Biographies of Directors

EERRE

EXECUTIVE DIRECTORS

Mr. CHEUNG Sing Tai (“Mr. Cheung”), aged 57, 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. XU Gang (“Mr. Xu”), aged 47, 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 ERENEBHEREABR AT (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 A& X (FE) B ZHBR A
7] (Oracle (China) Software System Company Limited*).

*

for identification purpose only
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EXECUTIVE DIRECTORS (Continued)

Mr. TAO Wei (“Mr. Tao”), aged 40, 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 RIITTMAEIE KR GR A 7
(Shenzhen Hechuang Huateng Technology Company Limited®).
He served as a deputy general manager of REIEEER A
B8] (Inspur 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 44, 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 & &
KM ERE AR Q5 (Guangdong Bluesea Guangzhou-Air
School Bus Services Ltd.*) and the chief executive officer of &
R EZEFEREEE AR AR (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 2013.

*

for identification purpose only
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Biographies of Directors

EERRE

NON-EXECUTIVE DIRECTOR

Dr. LIE Haiquan (“Dr. Lie”), aged 55, 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’s personal investments cover real estate, hotel, tourism,
finance, high technology and new energy industries, with
operations in both China and Hong Kong. Dr. Lie is a member of
the 11th, 12th and 13th Guangzhou Provincial Committee of the
Chinese People’s Political Consultative Conference, an executive
committee of ERE L %K S 2 (Guangdong Federation
of Industry & Commerce®), the honorary president of Hong
Kong Guangdong Chamber of Foreign Investors, an executive
vice president of Jt RERMBEMEE (Guangdong Corporation
Chamber of Commerce in Beijing*), an associate dean of & & 14
FH R e BLE R T 9T (Guangdong Shenzhou Aerospace
Manufacturing Technology Institute*) and an executive vice
president of Asian College of Knowledge Management.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. ZHANG Zihua (“Mr. Zhang”), aged 44, 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 fellow member of the CPA Australia and a
member of The Chinese Institute of Certified Public Accountants,
The Institute of Chartered Accountants in Australia and New
Zealand and the Association of Chartered Certified Accountants.

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.

*for identification purpose only

Neo Telemedia Limited P EFEEEEEFR LA

FRTES

gl ([FIEL]) 55 R-FT—+
FREA=T - HEZERIFNTEERES
EIFE-BER_ZEZE-FRAXEBAREBREF
THEBBRIEM -RAR_FT—/NFHMN
BRBREERBEEBLEM-

NETEAREEEREME BE RKiE &
B SRR RFERITE RNPEEEEYE
EBgL - 3BLAPREARBAHECR
BEMMmEZESEI1E F12EBRFEI18EZZE
B EREImEBEGRNTEESGZEE
EAERIELAEz2EEBeR ARERD
¥mevEBEeR BERMAM AT HR
ER TR I BT 2 BB & K an M AN B I EA B
2 EBEIRE-

BN IFRITES

iR FE*(ZHANG Zihua) X4 ([REE]) -
UG RZTE—R"FNAZTHEZEAE
UFRTES - RITRERRBIEZEZEE 1R
BEEERFMNEEERBZEF R -KHE
BANERIARFT SO IFTE
ANERERIZEREGHEZE KBS
BB -FRBMNESFAMAGCERGE
RABEZMEAMperg 8 MAME K
Mg Ag e B RERETE
SRR g &8 -

RELBARLEESMEHM(TRE
FHZEBA-MALRBERN RERBRA
M PEEBNNESHSAMERHA R
BEXKEGAMEEMARMAEBITF K
L2EZEPNRANE BN PEARE
BREZMARBBRRARZER BRAR
BHERERAT T

Y ERES



INDEPENDENT NON-EXECUTIVE
DIRECTORS (Continued)

Ms. Xl Lina, aged 36, 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 56, 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 ERZEERBEEAMICH (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 Chairman of the board of Guangdong Macro Co., Ltd. (a
company listed on the Shenzhen Stock Exchange (stock code:
000533)), in which he was the vice chairman from August 2013
to July 2016.

*

for identification purpose only
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Report of the Directors

EEEHE

The Directors present their report and the audited consolidated
financial statements of the Group for the year ended
31 December 2018.

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 loss for the year ended 31 December 2018 and
the financial position of the Group as at 31 December 2018 are
set out in the consolidated financial statements on pages 81 to
250.

The Company has adopted a dividend policy (the “Dividend
Policy”), pursuant to which the Company may distribute
dividends to the shareholders of the Company (the
“Shareholders”) by way of cash or shares. Any distribution of
dividends shall be in accordance with the Articles of Association
of the Company. In proposing any dividend payout, the Board
shall also take into account, inter alia, the following factors:

the Group’s actual and expected financial performance;

° shareholders’ interests;

° retained earnings and distributable reserves of the
Company and each of the other members of the Group;

° the level of the Group’s debts to equity ratio, return on
equity and financial covenants to which the Group is
subject;

o possible effects on the Group’s creditworthiness;

° any restrictions on payment of dividends that may be
imposed by the Group’s lenders;
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RESULTS AND APPROPRIATIONS (Continued)

° the Group’s expected working capital requirements and
future expansion plans;

° liquidity position and future commitments at the time of
declaration of dividend;

o taxation considerations;

° statutory and regulatory restrictions;

o general business conditions and strategies; and
° other factors that the Board deems appropriate.

The Company does not have any pre-determined dividend
distribution proportion or distribution ratio. The declaration,
payment and amount of dividends will be subject to the Board’s
discretion and there is no assurance that a dividend will be
proposed or declared in any specific periods. The Board will
review the Dividend Policy on a regular basis or as required.

The Board does not recommend the payment of any dividend
for the year ended 31 December 2018.

CHARITABLE DONATIONS

During the year ended 31 December 2018, the Group made
approximately HK$32,000 charitable donations (2017:
HK$24,000).
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Report of the Directors

EEEHE

CLOSURE OF REGISTER OF MEMBERS

For determining the identity of the shareholders to attend and
vote at the forthcoming annual general meeting of the Company
to be held on Tuesday, 7 May 2019 (“AGM”), the register of
members of the Company will be closed from Tuesday, 30 April
2019 to Tuesday, 7 May 2019, 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, Hong Kong for registration not later
than 4:30 p.m. on Monday, 29 April 2019.

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
251 to 252. 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 2018 are set out in
the section headed “Chairman’s Statement” on pages 5 to 15 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 56 to 71.
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BUSINESS REVIEW (Continued)

PRINCIPAL RISKS AND UNCERTAINTIES

Risk Areas Risks Description
[\ B SB35 B B i 3
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450 (g

FTERARBETRERR

Risk Response

2 s P

Strategic Risks
R 2 b

single business segment

E-XB28ETEAR

The revenue of the Group
was mainly generated
from the segment sale of

telecommunication products

and services. This is high
concentration of a single

business segment. In case of
any dispute and/or breakup

with relevant customers,

sales of the Group could be

significantly affected.

AEBEKGETERERNIHEE
EMEMERBOE BRE
KPRE-XBNE-HEHEH
BERBEMG R IBER
X AKENHEER/ZEE

B/ 48R
RN &

Risk of concentration of a

According to the management, although sale of
telecommunication products and services is the single
largest business segment within the Group, it consists
of different lines of products and services, including
mobile phones, large-scaled telecommunication
equipment, IDC services and wifi services, while
different types of customers are served.
BEREREL BEHESHERKREAREE
BARE-—¥BoE BETREHENERIRE &
BF# - RAVEARME - ERBAZERT O R R wifi
AR - MEE M ARER T P RERS -

In addition, the Group is seeking opportunity in other
business field by acquiring and/or cooperating with
other companies.

BEAN REEERBWE KR SERE R R A ER
I B 2R TS R B B A

Therefore, the management considered the risk

of concentration of a single business segment is
minimal.

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

PRINCIPAL RISKS AND UNCERTAINTIES

(Continued)

Risk Areas
Bk 4EE

Risks Description
L B 4 4k

E 50 EE (@)

FERRBETEERZE (@)

Risk Response

2 e FE

Operational Risks
2iE R R

System Failure due to
disaster

KEBHRARYE

The construction of the
Group’s Internet Data

Center (“IDC”) in Panyu was
completed and its trial run was
started during the year ended
31 December 2017. The
server room is a very important
asset to the Group. It may
suffer from natural disaster
such as power outage, fire,
etc.
AEBEEFEETBHAHER
& (TIDC ) MEREKRT
THREBEEZZTE—tF+=A
E+-—RIEFERBHAES -
ARBREAREENEHE
ENEE ASEXWNEE-
NKEBRKELE -
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.
EZEMASRRBEMEE
KETREIIEERREL
SRIZ o L SN 110 BB T B B
SEETTRIE RIRIE -

As a result, the Company’s
ability to conduct business
may be significantly impaired
resulting in revenue deduction.
Eit - RABE R THEXR
tEEISS R ETE -
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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.

BEREEL DCHEERSBENRR REERZR
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BUSINESS REVIEW (Continued)

PRINCIPAL RISKS AND UNCERTAINTIES
(Continued)

Risk Areas
B 4ESE

Risks Description
| B 4 4k
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E 50 E (@)

FERRBETEERZE (@)

Risk Response

22 e FE

Compliance Risks
AR E R

Risk of non-compliance

regulations

TE RSB EG R ER S

HNAER AR

There are a number of
regulations that are related
to the Group’s operations,

including laws and regulations
in relation to money lending,

personal data collection
and employment (such as
Employee Compensation,
Mandatory Provident Fund
Schemes, documents filing
to the Inland Revenue
Department), etc.

HARBZEBBNERR
Z BRERE - BEAREK
SLER (NEEHE 2 H
HEREEE MRERFE
X ) FHERERE P FOER

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.

i 2 £R B SR R A BR A DI )2
ERNER AEBBRZE
BRREEHER BAMBERKX

HBEXBNER-

with the changing law and

The Group has currently engaged an external legal
advisor to update the management on changes in
rules and regulations.

REBREERE —BINDERBEB AN MOER
MBS EREENHA-

Moreover, employees are encouraged to attend
training courses and seminars that are related to their
duties. Cost of the training courses and seminars are
reimbursable.

AN - BB B 22 00 B 1% S5 B 5 AR R eV 3R A AR AR I
Mt - BIRERATGNER KL TFEN-
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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 85
to 86.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company has distributable
reserves of approximately HK$290,663,000 available for
distribution to shareholders of the Company (31 December
2017: HK$359,590,000). 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 Islands, 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

During the year ended 31 December 2018, the Company had
repurchased a total of 6,660,000 shares of HK$0.10 each on
the Exchange at an aggregate consideration of approximately
HK$1,271,000. All of the repurchased shares were cancelled
and accordingly the issued share capital of the Company was
reduced by the nominal value of these shares. Details of the
repurchases are as follows:

Number of shares

Highest price Lowest price paid
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RBEE-_ZEZ—-N\E+-_A=+—HLFE"
R R B R B4 H 8 26,660,000 & &
E010B L 2 IR - AR E 4 R1,271,000%8
TR ERNHEFHE  BIEARFZ
EETRAEREZERD cHEE-ERZ
BT

Aggregate

Month/Year repurchased paid per share per share consideration
BRAXA BRAXAS

/8 BE RS EE BeE% BIEER BRE

HK$ HK$ HK$’000

BT BT THET

February 2018 6,660,000 0.198 0.179 il 2771

—E-N\E=H

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities during the year ended 31 December
2018.

B LA EEN RBEE T N\F+ =
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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 37% (2017: 15%)

- five largest suppliers combined 78% (2017: 43%)

SALES

- the largest customer 31% (2017: 11%)
- five largest customers combined 68% (2017: 39%)

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 2018, 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 (“SFQ”)) 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:
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LONG POSITIONS IN THE SECURITIES OF RAEAQXBNREZHR
THE COMPANY
Number of Approximate
Number of underlying percentage of
Name of Director Capacity shares held shares held shareholding
FRER FrEEHEE BARKR
BEENE &4 RO E RGOEE Bak
(Note 2)
(KzE2)
Dr. LIE Haiquan Beneficial owner 2,095,352,000 9,000,000 22.1%
P g+ EH¥EAA
Interest in controlled
corporations (Note 1) 2,091,923,357 - 21.97%
REHINE (M)
Mr. CHEUNG Sing Tai Beneficial owner = 18,000,000 0.19%
REREE ERBAA
Mr. XU Gang Beneficial owner 1,422,000 6,000,000 0.08%
RExE EREAA
Interest of spouse (Note 3) 72,000 - Negligible
fo B s (PfEE3) A] 2B 5T
* for identification purpose only * EEEF
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (Continued)

LONG POSITIONS IN THE SECURITIES OF
THE COMPANY (Continued)

Ol

EENEBH

k

RAEDBEBFZHR (&)

Number of Approximate
Number of underlying percentage of
Name of Director Capacity shares held shares held shareholding
gl FriEE 1R BAFR
EENA 514 R EE i &rig: 4= Bt
(Note 2)
(MzE2)
Mr. TAO Wei Beneficial owner - 6,000,000 0.06%
fREEAE E=EA A
Mr. ZHANG Bo Beneficial owner - 6,000,000 0.06%
ROE & BEnEA A
Mr. ZHANG Zihua Beneficial owner - 1,000,000 0.01%
o FEE EnEAA
(ZHANG Zihua) %t £
Ms. Xl Lina Beneficial owner - 1,000,000 0.01%
EBRt BEnfEA A
Mr. HUANG Zhixiong Beneficial owner = 1,000,000 0.01%

mEERE EmEAA

*for identification purpose only
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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 underlying shares are derived from the share options
granted by the Company.

3. 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 2018.

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 29 May 2018, 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 2018, 403,000,000 share options were granted
(of which none were exercised, 22,000,000 share options
were lapsed, 54,000,000 share options were cancelled and
327,000,000 share options remained outstanding.

As at 31 December 2018, the total number of outstanding
share options granted under the New Scheme and Old Scheme
is 327,000,000 and 6,840,000 respectively, representing
approximately 3.43% and 0.07% of the Shares in issue as at
31 December 2018.

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 2018.

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
(resigned on 31 August 2018)
Mr. XU Gang
Mr. TAO Wei
Mr. ZHANG Bo

NON-EXECUTIVE DIRECTOR

Dr. LIE Haiquan

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

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, Mr. CHEUNG Sing Tai, Mr. XU
Gang and Mr. ZHANG Zihua 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 16 to 19 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

Save as disclosed in note 45 to the financial statements, 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 the Directors, as at 31 December 2018, 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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BHRAR HBEEREENREAERERELARA
EEITERAS% HIA L 2w HEFERRF
RIBEEH N EIRPIEIB6HEATER 2
mERMALE I BEIRBMT

LONG POSITIONS Ha
Number of Approximate
shares/underlying percentage of
Name Nature of interests shares held shareholding
mEERS, BRER
i EEME HERDHE Aotk
Winner Mind (Note) Beneficial owner 2,055,887,357 21.59%
Winner Mind (Fff#%) BEmEAA
Note: Winner Mind is wholly-owned by Dr. LIE Haiquan, a non-executive i 5t : Winner Mind B 3E$4 1T £ £ 711§ &

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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EEEHE

CONNECTED TRANSACTIONS

The Company had entered into a consultancy service agreement
with Honford Limited (the “Consultancy Service Agreement’)
for the provision of consultancy services to the Company for
which a total fee of HK$858,000 was paid during the year
ended 31 December 2018. 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 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 38 to 55 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 2018.
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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, 21 March 2019

Report of the Directors
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Corporate Governance Report
EXERKRE

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 2018, with the exception for the following
deviations:

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, 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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Corporate Governance Report

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 2018.

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
2018, the Board comprised eight Directors, including four
executive Directors, one non-executive Director and three
independent non-executive Directors. The executive Directors
are Mr. CHEUNG Sing Tai, 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 16 to 19.

*
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EEERBE

BOARD OF DIRECTORS (Continued)

Throughout the year ended 31 December 2018, 8 Board
meetings were held. Details of the attendance of the Directors
are as follows:

EED (4

REBE-_T-N\F+_A=+T—HLFER
BRTBREZEEZ -EFHEFBOT:

Directors’
Name of the Directors Attendance
BEENE BEEHFEE
Executive Directors BITES
Mr. CHEUNG Sing Tai SREREA 8/8
Mr. ZHANG Xinyu (resigned on 31 August 2018)  SR¥TF 4 5/5

(RZE—NFENA=+T—HEHIT)

Mr. XU Gang TRi| g 6/8
Mr. TAO Wei (el esite 7/8
Mr. ZHANG Bo IR 7/8
Non-executive Director FHITES
Dr. LIE Haiquan H BT 6/8
Independent Non-executive Directors BYFHITES
Mr. ZHANG Zihua ik FEE* (ZHANG Zihua) 5t £ 8/8
Ms. Xl Lina Bt 8/8
Mr. HUANG Zhixiong ELERE 8/8

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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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 2018 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.

The individual training record of each Director received for the
year ended 31 December 2018 is summarized below:

EXERKRE

EF 27

REBTRIZTAGEXEALLSK 2BEERY
ASNFKEEXRRR BEREEFNEMNB N
e NWEREGEAGEEEARIARE
MIERTHEESIELER -

MEBEEEVE2NKHEEERER YRAR
ARHERENRBE T /\F+_A=1+—
BB BRFERAEIEI 28k AR AN
NP EFRTEAEGEM LR AR EAME
REEMERNBERZIEN BRIFET
REBRTHRRIFEEERER

RE-F—N\F+_A=+—AILFE &
#F A A BT -

Attending or
participating

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

HES2
mog MmEE
MEEELHTARA
BEEAG BHER
Name of Directors EENA B E R
Executive Directors HITES
Mr. CHEUNG Sing Tai RERLA v
Mr. XU Gang TREEE v
Mr. TAO Wei el e ite v
Mr. ZHANG Bo SRR e A v
Non-executive Director FEHITES
Dr. LIE Haiquan H SRR+ v
Independent Non-executive Directors BYFHTES
Mr. ZHANG Zihua 3R T (ZHANG Zihua) %t 4 v
Ms. XI Lina BBt v
Mr. HUANG Zhixiong wmREM S E 7

*

for identification purpose only

Y EHREG

Annual Report 2018 — & — /\ £ £ 3§

41



42

Corporate Governance Report
EEERBE

GENERAL MEETING

During the year ended 31 December 2018, 1 general meeting,
being the 2018 annual general meeting of the Company (“2018
AGM”) was held on 29 May 2018.

BAEAE

RBE_ZT—N\F+-_A=+—BHLFE"
ARBLBRITIAERE IR _F—/\F
ARA-TIBEFZ-_ZE—N\ERRBEFKX
g([ZE-NERRAFRE]) -

Directors’
Name of the Directors Attendance
EEnE EESHE=R
Executive Directors BITES
Mr. CHEUNG Sing Tai RERILAE 1/1
Mr. ZHANG Xinyu RIMFRE 11
(resigned on 31 August 2018) (RZE—NFNA=T—HEHIT)
Mr. XU Gang REEAE 11
Mr. TAO Wei el esite 11
Mr. ZHANG Bo SRR 5 A 11
Non-executive Director FHITES
Dr. LIE Haiquan e+ 0N
Independent Non-executive Directors BUFHTES
Mr. ZHANG Zihua ok T (ZHANG Zihua) %t & 1/1
Ms. Xl Lina Bt 11
Mr. HUANG Zhixiong ELERE 11

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 2018
AGM to answer questions and collect views of shareholders.
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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.

*

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 6 meetings during the year
to review the Group’s audited annual results for the year
ended 31 December 2017 and the unaudited quarterly
and interim results for the year ended 31 December 2018,
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 internal
control and environmental, social and governance
reporting requirements under the GEM Listing Rules.
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"lr'rsAiﬁi

BOARD COMMITTEES (Gontinued)

*

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

Members’
Name of the Members Attendance
REHA REHER
Mr. ZHANG Zihua iR FEE* (ZHANG Zihua) 7t 4 6/6
Ms. Xl Lina EEPLZ+ 6/6
Mr. Huang Zhixiong EEELEE 6/6
REMUNERATION COMMITTEE 2. FHEZEES

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. Xl Lina as members.

for identification purpose only
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BOARD COMMITTEES (Continued)

2.

*

"kh—~[_\$ﬁi

REMUNERATION COMMITTEE (Continued) 2. FMEES (|
During the year under review, the Remuneration REBFEAN FTHEESE Eﬁﬁ&/\
Committee held 3 meetings to (1) review the remuneration EEUNORANESLEREIEE T
packages of the Directors and senior management, and (2) FE MQUAERERTREZE Hﬂiﬁ o
approve the share options granted to the Directors.
Details of the members’ attendance of the Remuneration THEEgeRMKENEFHBOT
Committee meetings are as follows:

Members’
Name of the Members Attendance
REHSA REHEE
Mr. CHEUNG Sing Tai RERLEL 3/3
Ms. Xl Lina EZEMzt 3/3
Mr. ZHANG Zihua iR FEE* (ZHANG Zihua) 74 3/3
The executive Directors are considered to be senior #31 TEEWERBREARANERER
management of the Company. The emoluments payable ENFEEsrMeRTFMEESER
to them are determined by the Remuneration Committee ﬁwZé’E\ KERNIRITHRIBETE -
based on their qualifications, experience and the prevailing EEWEHFHBENGRE M BREW T
market conditions. Details of the remuneration of the 14
Directors are set out in note 14 to the consolidated
financial statements.
NOMINATION COMMITTEE 3. REBZES®
The Company has established a Nomination Committee ZIK Gl E/\_ =T—= E =A= ‘H\ =] $ETF

on 28 March 2013 with written terms of reference in
accordance with requirements of the 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. X| Lina. The terms of reference of the
Nomination Committee is currently made available on the
websites of the Exchange and the Company.
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BOARD COMMITTEES (Continued)

3. NOMINATION COMMITTEE (Continued) REZE® (@)
Terms of reference adopted by the Nomination Committee REZESRMBESGEFSTRIA
are aligned with the code provisions set out in the Code. HTRIEXZHRE -

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

REZBEZBEARIMEEESS
ZHRE - RENEKR RMEZFGRUME
MENEZNEEARBERRE VEA
EMABBTESENE FFABEUF
HITER 22BN MHEERENZ
TEFMESF (BRIRER RITHAL)
METHEINESTSRMHES

EEgRN_T—=FN\A=1+HRHKE

policy (the “Board Diversity Policy”) and delegated certain EFELTBR ([EEESTBER])
duties under the Policy to the Nomination Committee. The j/IH# BRETHNETREZIHES

Nomination Committee and the Board had also reviewed
on 27 March 2018 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.

During the year under review, the Nomination Committee
held 1 meeting to (1) review the Board composition, (2)
review the independence of the independent non-executive
Directors and (3) consider the re-election of retiring
Directors.

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

FES - REZEGREZTE NN _Z
—)\ifﬂ —ttEABNESEG 2R
B UTREEESH TR Fik
ERBEES TBK FELR Kt
MK EMEK BFEAEETEZ L
BRI ZHRTE

REBFER - RBEZEECHETIX
TRANBRIEFE2HER QBRTE
VIFRTESFZBIMREQ)ZEEMLE
ERERBE

REZEGEBRMNNEBHFEFEHT

Members’
Name of the Members Attendance
REHE REHER
Mr. CHEUNG Sing Tai REIHELA 1/1
Ms. XI Lina EZREM 1/1
Mr. ZHANG Zihua ok FE* (ZHANG Zihua) 54 11

*
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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 Group incurred a net loss of approximately HK$126,995,000
(2017: net profit of approximately HK$53,060,000) for the
year ended 31 December 2018. As at 31 December 2018,
the Group’s current liabilities exceeded its current assets by
approximately HK$443,746,000 (2017: net current assets of
approximately HK$522,084,000). In the opinion of the Directors,
the Group is able to maintain itself as a going concern in the
coming year by taking into consideration that:

(i) the cash flow projections can be achieved that the
Group would have sufficient working capital to finance its
operation and to meet its financial obligations when they
fall due within the next twelve months from the end of the
reporting period;

(i)  the net assets of the Group of approximately
HK$1,325,614,000, the Group should be able to secure
additional loan facilities, if necessary;

(i) bank loans with carrying amount of approximately
HK$281,413,000 as at 31 December 2018 that are
repayable more than one year after the end of the reporting
period pursuant to the repayment schedule included in the
loan agreements, with a repayment on demand clause,
has been classified as current liability as at 31 December
2018 in accordance with Hong Kong Interpretation 5
Presentation of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a Repayment
on Demand Clause. Taking into account the Group’s
financial position and the security provided to the bank,
the Directors believe that the bank will not exercise its
discretionary rights to demand immediate repayment.
The Directors believe that the bank loans will be repaid in
accordance with the scheduled repayment dates set out in
the loan agreements; and
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DIRECTORS’ RESPONSIBILITY FOR
THE PREPARATION OF FINANCIAL
STATEMENTS (Continued)

(iv) bank loans with carrying amount of approximately
HK$223,244,000 as at 31 December 2018 that is
repayable within one year after the end of the reporting
period, will be refinanced with China Construction Bank
Corporation (“CCB”) upon maturity since the Group has
a 10-year unutilised banking facilities of approximately
HK$1,169,753,000 granted by CCB as at 31 December
2018.

Save as disclosed above, 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.

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 2018, 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
2017 and disclosure in the Corporate Governance Report.
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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 72 to 80. During the year, auditor’s
remuneration for audit services was HK$1,080,000 and
non-audit services for review of financial statements for the
six months ended 30 June 2018 was HK$150,000. Save as
disclosed above, there was no other significant non-audit
services assignment undertaken by the external auditor during
the year.

COMPANY SECRETARY

Mr. YUEN Poi Lam William (“Mr. Yuen”), the representative of
Proficient Skill Limited, was appointed as the named Company
Secretary of the Company. 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 2018.

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 2018.

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.

"kh—~[_\$ﬁi

& B ] ()

BRERBRRAELREZBRZERF
(40

RTINRE MARBBEIREXMWHE
BERAEBRARBZHEREZRAKZ M E
K VEREXEAMEARNRARMABEZ
59&%%%?2@%&@ AMERBERAMFER
ZAERIA

) WBERBLEBRRBS
EAEFE]EH#‘/: ?EU_T

(i) WEBEMEMEFERE NERERSH
BT PR—EZ28-

ZAYN Tiﬂlﬂxmﬁ%ﬂ FRE —BERAFKE
ERZE BEEERETETLERF

BEXMH

HE_B—\FT-A=T—ALEE &
ATNBEXIFLERD) -

BRI EEN SR

EXeRREMERRERFNBRERE
B-ARAHBRRASGREEESAASE
%@E% LR B A - i%AEFM&%ﬁ
ZEBE REZEBGRFMEEEEENE

J& LH?I\H%?%‘(EW’] AR B R IR
Al FHERARRRBEAGNREEHRNK
RAFASRTAKL —_TETIFRFTHT
P AR -

Annual Report 2018 — & — /\ £ £ 3§

51



52

Corporate Governance Report
EXERKRE

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 management of the Group updates and reports the key
risk areas, including any remedial plans, if deemed necessary
or appropriate, to the Audit Committee for consideration. The
identified key risk areas and the appropriate risk mitigation
strategies were reviewed and commented by the Board at its
meeting annually.

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 2018, 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 2018, the Group appointed
Corporate Governance Professionals Limited (“CGPL”) to
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 CGPL 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 CGPL 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 CGPL. 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.

Our 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 HERERRSG

The Group 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 for the year ended 31 December 2018 (the
“Reporting Year”). This also facilitates the Group to conduct
thorough performance review and evaluation to enhance its
overall performance results in the future. The Reporting Year
coincides with our 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 three major business
units, namely, &M1& #HEHHE R A 7] (Guangzhou Nowtop
Technology Company Limited*) (‘Guangzhou Nowtop”), & 5 &7
% B3 R AR A 7 (Guangdong Bluesea Mobile Development
Co. Ltd.*) (“Bluesea Mobile”) and the Company, for the
Reporting Year. In addition, by comparison with the business of
the Group, the business of FIITE ¥ RE BB RARTEE
BBR /A7) (Shenzhen Bees Financial Internet Financial Services
Co. Ltd.") (“Bees Financial’) is relatively insignificant for the
Reporting Year, and thus, no disclosure of the ESG performance
of Bees Financial is made in this report.

*

for identification purpose only
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Environmental, Social and Governance Report

SECTION A: ENVIRONMENTAL

The Group continuously strives to insist on its current
eco-friendly measures to reduce the carbon and emission
footprints in its daily operations. The Group will continue to
further develop its eco-friendly measures and provide positive
impacts to the environment in the future. For the Reporting Year,
the Group was not aware of any material non-compliance issues
with regard to the relevant laws and regulations related to the
environment.

EMISSIONS

Air emissions, including nitrogen oxides (“NOy”), sulphur
oxides (“S0O,”) and particulate matter (“PM”), are the key air
pollutants which are mainly produced by the usage of stationary
combustion source and automobile fuel. As the principal
activities of the Group are sale of telecommunications products
and services, there was no material gaseous fuel consumption
involved in the business operation. Hence, air emissions
produced by the Group is minimal.

Greenhouse Gas Emissions

Greenhouse gas emissions are the key culprits of global
warming, significantly threatening the climate system and leading
to climate changes. To fulfill its corporate social responsibilities,
the Group strives to reduce any negative impacts of the
greenhouse gas emissions.

Although the Group does not carry out business operation
leading to emissions of greenhouse gases directly, it is engaged
in some emissions of greenhouse gases indirectly, including
purchases of electricity, disposal of paper waste and business
travel by air by its employees. The greenhouse gas emissions
have been increased from 7,264 tonnes in the year 2017 to
15,324 tonnes during the Reporting Year!, the new Internet
Data Centers (“IDCs”) was started up in the fall of 2017, the
significant increase in greenhouse gas emissions was due to the
difference of reporting period of three months in 2017 compared
with full year in 2018. Same as the financial year of 2017, the
greenhouse gas emissions of the Group were mainly due to

1 0.71 kg per kWh was taken as the emission factor of electricity
supplied in the Mainland.
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RE-HERERRS

indirect energy consumption, which accounted for more than
99% of the Group’s total carbon emissions. The percentage of
greenhouse gas emissions of each business unit to those of the
Group are maintained at a constant level. During the Reporting
Year, the total greenhouse gas emissions were approximately
equivalent to 139 tonnes of CO, per employee?. By comparing
the greenhouse gas emissions reported in the year of 2017, the
greenhouse gas emissions per employee of Bluesea Mobile and
Guangzhou Nowtop have been increased by 47% and 164%
respectively during the Reporting Year.

0.00%

29.45%

Total Emission

e =
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70.44%
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However, we still strive to improve our measures so as to
further reduce the carbon and greenhouse gas footprints in
the coming years. We encourage all employees to treasure
electricity and paper by reusing single-side-printed paper and
consistently investing in energy-efficient facilities used in our
IDCs. We believe that our investments in IDCs are for our better
environmental sustainability.

2 Only employees of Bluesea Mobile, Guangzhou Nowtop and
the Company. were taken into account for calculating the “per
employee emissions” data, excluding Bees Financial compared to
the financial year of 2017.
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Environmental Investment in IDCs

The Group owns two IDCs in Guangzhou. To reduce the
electricity consumption in the IDCs, the Group invested in
several energy-efficient facilities, we believe that it is not only
investing our investments in IDCs are 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.

For the Reporting Year, the increase in emissions of greenhouse
gas was due to high electricity consumption by the IDCs of
the Bluesea Mobile and Guangzhou Nowtop as a result of
business expansion. To build the sustainable community with
our stakeholders, not only should we maintain or even further
enhance our services provided by IDCs to our customers in the
future, but we would also continuously invest in energy-efficient
facilities for contributing to the reduction of greenhouse gas
emissions (For more details, please see Energy Consumption).

Waste Management?®

The principal operating activities of the Group refer to the sale
of telecommunication products and services, which does not
produce any hazardous waste, such as chemical wastes and
clinical wastes.

Besides, for the sake of reducing the number of equipment
disposals, we perform regular maintenance of equipment located
in the IDCs and the head office so as to reduce non-hazardous
waste.

3 Only Bluesea Mobile, Guangzhou Nowtop and Neo Telemedia
Ltd. were taken into account for calculating waste management,
excluding Bees Financial compared with the financial year of
2017.
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RE-HERERRS

The biggest concern of the Group is related to the paper waste
which amounted to approximately 640 kg, which is equal to an
average of 6 kg of paper waste produced per employee. Paper
waste was the main source of non-hazardous waste during the
Reporting Year. In this regard, reducing the use of paper-printing
and creating a paperless working environment are our primary
goals. We constantly encourage our staff to use double-sided
printing, and paper that was printed on one side and did not
contain any confidential information was collected for reuse
purpose. Through our continuously efforts on paperless working
environment, we are confident to reduce our paper waste in the
coming years.

USE OF RESOURCES

The Group aims to be an environmentally sustainable enterprise
to contribute to environmental protection.

Energy Consumption*

Total Energy Consumption (MWh)
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Energy Consumption per
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Neo Telemedia Ltd. were taken into account for calculating per
employee emissions data, excluding Bees Financial compared
with the financial year of 2017.
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Total energy consumption of the Group for the Reporting Year
was 21,550 MWh, which has doubled when comparing with the
total energy consumption of 10,182 MWh as reported in 2017.
The Group has strived for achieving energy-saving by IDCs
by utilizing natural resources to reduce energy consumption
and using eco-friendly electrical appliances. By these means,
the Group intends to reduce the carbon and energy footprints
in the coming years, aiming to build a green and sustainable
community.

The major reason for considerable increase in electricity
consumption was due to the significant business expansion
of Bluesea Mobile and Guangzhou Nowtop in the Reporting
Year. Substantial increase in the business volume generated
by Bluesea Mobile and Guangzhou Nowtop contributed to the
increased electricity consumption of the IDCs.

To save and preserve energy for operation of the IDCs, the
Group continuously invested in several energy-efficient facilities,
including air-conditioning system, cooling tower with water
pump and other forms of equipment, located in the IDCs in
Guangzhou. Air-conditioning system, with Grade 2 Energy
Label, could adjust its cooling power automatically for a steady
temperature. The cooling water pump with Grade 2 Energy
Label, could adjust its speed automatically to transfer cool
water into the air-conditioner, which could maintain the room
temperature at a constant and appropriate level. Besides,
the Group advocates the usage of LED lighting in the IDCs
for energy saving purpose. In the light of these energy-saving
means, the Group believes that continuous usage of these
facilities could better monitor energy consumption along with its
business expansion in the future.

In addition, we also implemented several resource-saving
measures to minimize the use of electricity. We have fully utilized
natural lighting at office in order to minimize the use of artificial
lighting so as to save energy. Besides, usage of electrical
appliances with Grade 1 Energy Label was encouraged at
office. We would keep improving our effectiveness of electrical
energy conservation as well as the efficiency of electrical energy
consumption in the coming years.
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Paper Usage®

Paper usage is always one of the critical concerns in the
consumption of natural resources. Paperless working
environment has been promoted and encouraged within
the Group. We encourage our employees to use electronic
documents to replace paper-form documents, and collect and
reuse paper that was printed on one side and did not contain
confidential information for double-sided paper printing purpose.
By consistently relying on these resource-saving measures, the
usage of paper was approximately 640 kg during the Reporting
Year. Compared to the financial year of 2017, paper usage was
maintained at a relatively constant level. We are confident that
our resource-saving measures could maintain and further reduce
the level of paper usage in the future.

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 located in our IDCs, and have been adopting paperless
working environment to reduce paper wastage.

{5) Only Bluesea Mobile, Guangzhou Nowtop and Neo Telemedia Ltd.
were taken into account for calculating paper usage, excluding
Bees Financial compared with the financial year of 2017.
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SECTION B: SOCIAL — EMPLOYMENT AND
LABOR PRACTICES

EMPLOYMENT

We believe that continued business success relies on the full
contribution and support of our talented employees. We treasure
our employees and treat them as the most valuable assets
of our Group, based on their continuous commitment and
contribution for helping us to achieve our corporate goals and
continuously lead us to attain different levels of achievements.

We advocate a harmonious and friendly work environment for
our employees. We have established a set of formal human
resources policies and procedures, which provides guidance on
the day-to-day operations, including staff recruitment, probation,
termination, promotion, retirement, transfer, performance
appraisal, salary, bonus, leave and other benefits.

Our Employees®

The total number of employees of the Group has been
downsized from 209 employees reported as at 31 December
2017 to 110 employees as at 31 December 2018, the significant
decrease in number of employees due to one of the reporting
entities in 2017, the Bees Financial, has ceased operations since
the third quarter of year 2018. As at 31 December 2018, the
male to female employees ratio of the Group was approximately
2:1. The Group believes that maintaining a diverse and inclusive
workforce in the coming future with respect and care given
to its employees is very critical for running a sustainable and
successful business.

6 Only Bluesea Mobile, Guangzhou Nowtop and Neo Telemedia Ltd.
were taken into account for calculating numbers of employees,
excluding Bees Financial compared with the financial year of
2017.
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Employment by Age Group in 2018
“E-NFRFRARE D NERER
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46-55

47.27%

During the Reporting Year, the Group maintained an average
monthly employee turnover rate of 2.76%. We constantly
value our employees and advocate team spirit among our
employees. To further strengthen the bonding of our employees,
team-building activities were held so as to enable our
employees and management to connect with each other. With
our consistent efforts in maintaining our team relationship, we
believe that we are able to maintain our team and retain our
talented employees.

Employee Benefits

We consider our employees as the key to sustainable business
growth. Thus, we offer a comprehensive benefit package,
including mandatory retirement fund, insurance and annual
leave to attract and retain employees. Employees are entitled
to compensation on equal opportunities based on their job
performance. We also award employees with a year-end bonus
according to the employees’ and the Group’s performance.
Besides, employees’ performance appraisal is conducted on an
annual basis for determining the extent of salary increase and
the award of promotion as incentive to reward staff commitment
and contribution.
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In addition, for the employees working in Guangzhou, they were
enrolled in Social Security Scheme and Housing Provident Fund
with reference to the Labor Law of the People’s Republic of
China.

Harmonious Workspace

We strive to provide a harmonious working environment
sharing equal opportunities among all of our employees. We
have established a formal equal opportunity policy to provide
guidance to our employees on compliance with the Sex
Discrimination Ordinance (Cap. 480), Disability Discrimination
Ordinance (Cap. 487), and Family Status Discrimination
Ordinance (Cap. 527), etc. so as to build a workplace free
from any harassment and discrimination. Our equal opportunity
policy applies to staff recruitment, training and development,
recognition and reward, and termination and dismissal. We
respect our employees regardless of their age, race, gender,
national origin, religion, physical condition, medical condition,
marital status and/or sexual orientation. Our employees are also
required to take all necessary actions to ensure that colleagues
would not be discriminated.

Work-life Balance of Employee

We strive to encourage work-life balance for our employees by
providing them with five-day work week, with 7.5 working hours
per day and 5 to 25 days of annual leave according to their
job positions and length of services. Overtime compensation is
offered to employees at 1.5 to 2 times of the staff basic salary.
In addition, employees are also entitled to special leaves to meet
their family’s needs, such as marriage leave, funeral leave and
maternity leave, etc.
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HEALTH AND SAFETY

We are committed to building up a safe and healthy workplace
for our employees. A set of formal safety procedures has been
included in the staff handbook to give guidance to employees
and improve employees’ responsiveness to emergencies.
Employees must report to the supervisors or department heads
in a timely manner in case of occurrence of an accident. The
department heads are responsible for ensuring that appropriate
policies, procedures and safeguard measures are implemented
in practice. For any injuries, the department heads are
responsible for providing aids, investigating and reporting the
cases immediately.

Fire extinguishers are placed in the office and several escape
signs are placed on the wall and under the ceiling for guiding
people to leave the scene of the accident in case an accident
occurs. For safety consideration, we also install manual fire
alarm system in office. Any employee could press the manual
fire alarm button to alert all employees to the emergency which
has occurred. Notice reminding employees to be careful when
getting close to the main switch is posted on the main switch
box. Additionally, CCTVs are installed in the corners of the
office so as to ensure safety protection of assets and personal
security.

The Group purchases medical insurance for all of its employees
against any clinical, dental, hospital and surgery costs. The labor
insurance and housing provident fund are closely monitored and
adjusted according to the headcounts of employees. In the light
of these practices, no death or permanent disability case and no
working days lost due to work-related illness was noted during
the Reporting Year.
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DEVELOPMENT AND TRAINING?

Empowering employees is one of our priority. We provide a
wide range of training to our employees during the Reporting
Year. Not only do we aim at equipping our employees with the
requisite skills and knowledge, but we also target at shaping
our employees into future leaders. During the Reporting Year,
the Group provided approximately 303 hours of training to
its employees, including induction training and technical skills
training. The Group will continuously encourage all its employees
to pursue continuous professional development so as to
facilitate their growth along the career path in the future.

Total 303

training hours
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LABOUR STANDARDS

We fully comply with the labor laws and relevant legislations
that prohibit child labor and forced labor. We do not employ
any person below the age of eighteen. Each applicant needs to
present his/her personal identity document to the Group during
the recruitment process so as to prevent the employment of
child labor by the Group. In addition, we strive to ensure that
no employee is forced to work against his/her will, or work as
forced labor. No violent measures or actions through deliberate
creation of difficulties, threatening and physical punishment, etc.
shall be taken by anyone to force an employee to work.

7 Only Bluesea Mobile, Guangzhou Nowtop and Neo Telemedia Ltd.
were taken into account for calculating numbers of employees,
excluding Bees Financial compared with the financial year of
2017.
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During the Reporting Year, no material non-compliance with
applicable laws and regulations in relation to labor standards
was noted.

SECTION B: SOCIAL — OPERATING
PRACTICES

SUPPLY CHAIN MANAGEMENT

To express our vision on becoming a leading operator in the
big data and mobile WiFi services as well as next-generation
internet (NGI) integrated services and solutions market, the
Group is dedicated to build a sustainable long-term relationship
with its suppliers. The Group also recognizes that appropriate
and rigorous management of its suppliers could influence
its suppliers positively in order to help achieve its corporate
mission.

The Group implements proper management on its supply chain.
In this regard, approved supplier list has been maintained and
suppliers’ performance is assessed regularly. By this mean,
the responsible employees of the Group conduct regular
checks on IDCs to ensure that the services provided to our
customers are speedy, secure and highly effective. In this
regard, regular checks on IDCs also ensure that the equipment
and instruments supplied are well-functioning with high quality.
For those suppliers which failed to meet the requirements
set by the Group, they would be removed from the approved
supplier list. In addition, during the process of performance
of supplier-selection process, the financial and operational
background (including recognized qualifications and licenses)
of the suppliers, relevant price level, as well as the terms
and conditions of customers’ requirements are all taken into
consideration. The Group continues to implement appropriate
management measures on the supply chain so as to maintain
high quality services provided to its customers to achieve the
corporate mission.
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PRODUCT RESPONSIBILITY

The Group is committed to providing convenient, speedy,
secure, available, highly effective and professional internet
access services, channels, content services and interactive
communication services to its customers. To maintain the high
standards of quality and reliability of the services, regular checks
on IDCs are conducted. Meanwhile, periodical maintenance
of the equipment and instruments of IDCs is performed. In
addition, the customer service department provides 24/7 service
so as to handle and respond to customers’ complaints and
enquiries. Various channels have been set up for customers to
express their comments and recommendations.

Additionally, the Group is committed to protecting the personal
information of its customers during the process of delivery of
its services. Newly recruited employees are required to sign
the non-disclosure agreement to ensure confidentiality of the
Group’s business strategies and customers’ data protection.
Discarded and obsolete equipment of IDCs is stored and
monitored by the responsible employees without improper
disposal.

Besides, directors and employees should avoid any conflicts of
interest. Employees are required to make declaration, through
reporting to management, that they uphold the Group’s value
principle without being influenced by their private interest/goal,
when any actual or potential conflicts of interest arise.

During the Reporting Year, no material non-compliance with
applicable laws and regulations related to product responsibility
was noted.
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ANTI-CORRUPTION

To ensure an ethical business environment, a set of formal Code
of Conduct (“CoC”) has been established and is circulated to
all of 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) in Hong Kong. Our employees are required to
comply strictly with applicable laws, including but not limited
to, the Prevention of Bribery Ordinance. All forms of bribery
and corruption are prohibited. Employees should not solicit or
accept any advantages for themselves. Only promotional gifts or
souvenirs as well as gifts given on the occasion of festivals with
a maximum limit of HKD500 in value can be accepted by our
employees. However, the relevant employees should still report
the case through a standard written form to the Group and seek
direction on how the gifts or souvenirs concerned should be
handled.

During the Reporting Year, no concluded legal cases regarding
corruption practices brought against the Group or its employees
was noted.

SECTION B: SOCIAL — COMMUNITY

COMMUNITY INVESTMENT

The Group engages in building and committing to the
community by actively contributing to the community in different
aspects. We encourage our employees to participate in various
charitable activities. During the Reporting Year, our donation to
public charities amounted to approximately HKD32,000, with
approximately an increase by 34.6% compared to the financial
year of 2017. There were also 14 employees who participated in
the charitable activities for a total of 296 hours.
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Environmental, Social and Governance Report

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, who were over 65 years old
on average, 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.

Care children with inherited heart disease

There are some children in the Mainland China suffering from
inherited heart disease but are not able to afford the expensive
medical fees. As a responsible enterprise, we actively participate
in the charity organized by the China Star Light Charity Fund
Association, helping those children with inherited heart disease
to recover and enjoy their lovely childhood. We also visited their
living place for obtaining actual experience, while showing our
commitment and care to those children in person.

Support the elderly people

We care about the growing number of elderly in the society. We
held activities for helping the elderly to live in a healthy way. Not
only do we donate living materials to them, but we also share
healthy lifestyle and exercises with them for the sake of keeping
them healthy, while keeping connection with the society.

Support the community

On the Casual Dress Day of 2018 held by the Community
Chest, we donated towards building a better community for
the provision of child and youth care services, elderly services,
family and child welfare services, medical and health services,
rehabilitation services, and community development, etc.

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, labor standards,
product responsibility and anti-corruption during the Reporting
Year.
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Independent Auditors’ Report
¥ 3L 1% BLED

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 81 to
250, which comprise the consolidated statement of financial
position as at 31 December 2018, 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 2018, 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)

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.

EMPHASIS OF MATTERS

We draw attention to Note 3 in the financial statements, which
indicates that the Group incurred a net loss of approximately
HK$126,995,000 during the year ended 31 December 2018
and, as of that date, the Company’s current liabilities exceeded
its current assets by approximately HK$443,746,000. As stated
in Note 3, these events or conditions, along with other matters
as set forth in Note 3, indicate that a material uncertainty exists
that may cast significant doubt on the Company’s ability to
continue as a going concern. Our opinion is not modified in
respect of this matter.

KEY AUDIT MATTERS

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

BB E (&)

KEY AUDIT MATTERS (Continued)

AT =8 (|

Key audit matter

BEETER

How our audit addressed the key audit matter

EMNESNAEEERESNEE

Impairment assessments on goodwill and intangible assets

BERBREE ZRENA

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

F2HRA M MRM S - 21Kk22 -

The Group has goodwill and intangible assets with net
carrying amounts of approximately HK$131,235,000
and HK$230,908,000 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 2018.
Management performed impairment assessment
of CGUs and concluded that an impairment of
HK$63,904,000 and HK$23,883,000 was provided on
the goodwill and intangible assets respectively. 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.
RZE-—NF+ZA=+—H' EBHKESREEH
EEEEMRRBULRGBECHTFEEBR RS
EXEU([ReEXEEN ) BERETVEER
BR 1 F B 2 5 % A131,235,000/% 7t % 230,908,000
BT - ERECHRSEL B ETREN G
B REE & ER IR ED R £63,904,000% T &
23,883,000/ Tt ° It A& wm Jh A ME B EEE R EL -
ZRETEETEEMRITER X LAABIR S RIED HE&
LERRKBAERRERAAX -RIXFERRE M
BB E N A ERE -

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

B EREREMEETIREFEE:

° Evaluating the independent external valuer’s
competence, capabilities and objectivity;

o FHMEBIMINEME(ERD 2 BEN B h R EEIL

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

o ERBMUMBATEZRBILRPAHMANMGE
BERAEARAZTERTERRZAE L

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

e REBRMEFABAEBRITRZIRBEBTEIZR

REGAE: &

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

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

KEY AUDIT MATTERS (Continued)

B ZBEHRE (&)

AT EIE (@)

Key audit matter

BEETER

How our audit addressed the key audit matter

BMWETNMEEEARETEE

Impairment assessments on accounts receivable, deposits and other receivables and note receivables

FEWROR - BE R H b WK IR K B R 8 2 mEFF G

Refer to note 3, 6, 24, 26 and 27 to the consolidated financial statements.

BLHRE AU S RRMFES 624 - 2627 ©

As at 31 December 2018, the Group had
gross accounts receivables of approximately
HK$272,130,000 and provision for impairment of
approximately HK$42,705,000, gross note receivable
of approximately HK$70,952,000 and provision for
impairment of approximately HK$10,099,000, and
gross deposits and other receivables HK186,333,000
and provision for impairment of approximately
HK$71,291,000 respectively.
WZZE-—NF+_A=+—H EEEHHE
JE s BR X 48 B8 #9272,130,000% 7T I Rk 1B 5 1 4V
42,705,000/ 7T - J& U 52 4% 48 %8 £970,952,0007%8 7T M
3k (B8 5 410,099,000/ 7T K 1% & I H fth FE UL 5/ IE 42
#2186,333,0007% 7T K R B # 8 4971,291,000/8 7T °

Management performed periodic assessment on the
recoverability of the accounts receivable, deposits
and other receivables and note receivable and
the sufficiency of provision for impairment based
on information including credit profile of different
counterparties, ageing of the receivables, historical
settlement records, subsequent settlement status,
expected timing and amount of realisation of
outstanding balances, and on-going relationships
with the relevant counterparties. Management also
considered forwardlooking information that may impact
the counterparties’ ability to repay the outstanding
balances in order to estimate the expected credit
losses for the impairment assessment.
ERERBEIRHFINERABER  BKERRA R -
MAAEERE BELERR HHRBRRERS
HRER AR EMBHF INRERIBREZER
B BRI - 3R B B B M 3R I8 % e U SR 45 £ AT Uk
Bl KR EREN TR ETERTG -BEENTE
BRI e BHF HEERERERENOMEEER
I ERE A EBEEERE-

Our procedures in relation to management’s estimated
credit losses of the accounts receivable, deposits
and other receivables and note receivable as at
31 December 2018 included:

BMHEBEER _ZE—NF+_A=+—HEK
FIA e REAMEWEIEREREEELEEER
HEHET 2R T B

° Understanding and evaluating the key controls
that the Group has implemented to manage and
monitor its credit risk, and validating the control
effectiveness on a sample basis;

e THRIUFNE EEEAEELEERHEHEEAR
E?‘%ﬁﬁﬂ’ﬂ%%ﬁ@?%ﬂ%ﬁ@jﬁmﬁﬁ?ﬁ% 22 i 1) B 3

° Checking, on a sample basis, the ageing
profile of the accounts receivable, deposits and
other receivables and note receivable as at
31 December 2018 to the underlying financial
records and post year-end settlements to bank
receipts;

e REBEAEERENR-_ZE-NE+_HA=+—H
BV BN K EIE 12e REMERK
TIERERZEBROREIE N R FEEB BRI
BRPEE R

° Inquiring of management for the status of each
of the material accounts receivable, deposits and
other receivables and note receivable past due
as at year end and corroborating explanations
from management with supporting evidence,
such as performing public search of credit profile
of selected customers, understanding on-going
business relationship with the counterparties
based on trade records and operation record,
checking historical and subsequent settlement
records of and other correspondence with the
counterparties; and

e MNEREETRNFEUNFHAACABMNZTEANRE
WK IR ~ 12 & [ H it 8 W IR e FE M R AR B9 AR
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KEY AUDIT MATTERS (Continued)

AT =8 (|

Key audit matter

BEETER

How our audit addressed the key audit matter

EMNENAEEERESNEE

We focused on this area due to the impairment
assessment of accounts receivables, deposits and
other receivables and note receivable under the
expected credit losses model involved the use of
significant management judgements and estimates.
BM@EFItSEE TR RERBEEEEENET
B JRE WK TE ~ 12 & N B i JE Ui R IR K I W R AR R (B AT
hF kB REREIREHE KA

° Assessing the appropriateness of the expected
credit loss provisioning methodology, examining
the key data inputs on a sample basis to
assess their accuracy and completeness, and
challenging the assumptions, including both
historical and forward-looking information, used
to determine the expected credit losses.

s HATEHGEEEBRENAERTAE KK
RAEERETEMABBATHER LT ER K
TE - THANETRHAEEEENEHERESL
NATEMERNNBRBLES-

We found that the management judgment and
estimates used to assess the recoverability of the
accounts receivables, deposits and other receivables
and note receivable and determine the impairment
provision to be supportable by available evidence.
AR E IR E A LART A UL FRIA ~ 12 & e E i FE U
FRIE T FE W R 4R 89 AT Ui [0 1 K 7 E R B B 4 E Y
HE R BAEE R
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Independent Auditors’ Report (Continued)

OTHER INFORMATION

The directors 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”).

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

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

RESPONSIBILITIES OF THE DIRECTORS
AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of 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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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)

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

° Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our 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.
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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: PO5895

Hong Kong, 21 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GERmkEtEERER

For the year ended 31 December 2018 #Z —ZF— )|+ = H=4+—HIFEZ

2018 2017
—E2-N\F —E—LtF
Notes HK$’000 HK$'000
Bt 5 FET FHET
Revenue Wz 7 2,529,051 1,214,772
Cost of sales $HE A (2,340,730) (981,079)
Gross profit EA 188,321 233,693
Other income and gains HE U A RIS 8 26,205 28,876
Gain on disposal of subsidiaries HEWB AR 2k 38 - 8,960
Changes in fair value of contingent ERHAREZ
consideration payable N EEE - (5,650)
Selling and marketing costs SHE RS HEEX A (35,625) (29,631)
Administrative and other expenses TTHREEME R (185,195) (161,271)
Credit loss expenses/impairment PIRE K AT E L
loss recognised in respect of Hiv & B EEHR
financial assets carried at EEEBERAX
amortised costs BEEE 12 (7,294) (3,260)
Impairment loss on intangible assets &2 & £ i (E & 18 22 (23,883) =
Impairment loss recognised in respect 2R 2 FE &2
of goodwiill 21 (63,904) -
Equity-settled share-based payment  JRiE#E & LARRD A
expenses ERRAXZ 12 (17,202) =
Share of results of joint venture RN 20 (194) (106)
Finance costs Bh & AN 10 (7,726) (3,884)
(Loss)/Profit before tax RRELAT (BB) &R 12 (126,497) 67,727
Income tax expense Fristif 11 (498) (14,667)
(Loss)/Profit for the year FR(EE) uF (126,995) 53,060
Other comprehensive (loss)/income FREM2E (FHE)
for the year, net of tax WA (ERBIE)
Items that may be reclassified HiZAgEEF 7 E
subsequently to profit or loss: BmoEE :
Exchange differences arising FAEECZIEHZERE
during the year (49,604) 69,544
Reclassification adjustment relating to  F NGB H & /85N £
disposal of foreign operations ZENDERRE
during the year - (2,275)
(49,604) 67,269
Total comprehensive (loss)/income FRZ2MHE (EE)
for the year NON-t- (176,599) 120,329
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)

GERmkEtEERER (F)

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

2018 2017
—E-N\F e
Notes HK$’000 HK$'000
B &E FET FHET
(Loss)/Profit for the year RTFATELEER
attributable to: (EB8) a7
Owners of the Company RABHEE A (84,425) 40,905
Non-controlling interests e i (42,570) 12,155
(126,995) 53,060
Total comprehensive (loss)/income LT AT EE2E
attributable to: (B8 hARE:
Owners of the Company PIN/NEIE ZEDN (129,235) 101,657
Non-controlling interests eI i = (47,364) 18,672
(176,599) 120,329
HK Cents HK Cents
AL Rl
(Loss)/Earnings per share R (E8) BF 13
Basic AR (0.89) 0.43
Diluted He5s (0.89) 0.43
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Consolidated Statement of Financial Position

=
R

CUES RIS

As at 31 December 2018 R=-FE—NE+=-H=+—H

2018 2017
—E-N\F —E—+F
Notes HK$’000 HK$'000
B 5E FET FHET
Non-current Assents FRBEE
Property, plant and equipment W BE R 17 679,476 593,000
Prepaid lease payments FEHAERIA 18 39,189 42,129
Interests in an associate R—HEBERRZER 19 - =
Interests in a joint venture R—EEERE R 20 270 469
Goodwill e 21 131,235 195,139
Intangible assets mEE 22 230,908 292,059
Note receivable JE W R 15 24 - 67,692
Prepayment for property, plant and ME BEREEHEZ
equipment FETFE 27 719,646 =
Deferred tax assets REFIEE E 34 22,303 =
1,823,027 1,190,488
Current Assets REBEE
Inventories "8 25 5,067 8,124
Accounts receivable B W BR 3k 26 229,425 725,354
Prepayments, deposits and other FENFKE -ZE R
receivables H i & W R IR 27 163,118 357,161
Note receivable EUREE 24 60,853 =
Financial assets at fair value through X AFEFAEBZE 2
profit or loss SREE 28 - 59,900
Cash and cash equivalents BeNREeEEY 29 36,747 164,437
495,210 1,314,976
Current Liabilities REAE
Accounts payable FERTER X 31 130,622 537,769
Other payables and accruals E At B FRIE K EETFUE 32 57,040 38,770
Receipt in advances TBUBR =K - 10,216
Contract liabilities BHERE 32 3,433 -
Bank borrowings RITIER 33 682,261 119,800
Contingent consideration payable FERT S ARA(E - 30,000
Tax liabilities MIBEE 65,600 56,337
938,956 792,892
Net Current (Liabilities)/Assets e (AfE) BETFE (443,746) 522,084
Total Assets less Current Liabilities #2EERABAER 1,379,281 1,712,572
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Consolidated Statement of Financial Position (Continued)

mEMBIRAR (F)

As at 31 December 2018 R=-ZFE—NE+=-H=+—H

2018 2017
—E-N\F —E—+F
Notes HK$’000 HK$’000
B EE FExT FHET
Non-current Liability FRBEME
Deferred tax liabilities BELERIBEE 34 53,667 65,830
53,667 65,830
Net Assets EEFE 1,325,614 1,646,742
Capital and Reserves EXR#EE
Share capital N 35 952,218 952,884
Reserves & 286,037 557,571
Equity attributable to owners of RATHEB AELER
the Company 1,238,255 1,510,455
Non-controlling interests JEVER S 87,359 136,287
Total Equity EREE 1,325,614 1,646,742

The consolidated financial statements were approved and #4GAHKBENR T —HLE=A-+—HE
authorised for issue by the board of directors on 21 March 2019 ZZe#t EREETZE TH T EERK X

and signed on its behalf by: #E:
CHEUNG Sing Tai TAO Wei
RESR R 42
Director Director
EE EZE
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFZE

Attributable to owners of the Company

KAAREARE
Share Non-
Share Share options Translation Statutory  Accumulated controlling
capital premium reserve reserve reserve losses Sub-total interests Total
& B&EE BRERR BEERE EERE RitER it FERER @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL FAL TERL TR TARL TERL TR TAL
At 1 January 2017 R=E-+t£-f-B 952,884 1,832,493 15,040 45,387) (1,319,999 1,442,406 105,101 1,547,507
Profit for the year ERET - - - - 40905 40905 12,155 53,060
Other comprehensive (oss)income Efh2E(FB) /KA
ltems that may be reclassifed RETREN A EZEn B
Subsequently to profit or loss:
Exchange difference on translation of RAEENEREL ERER
foreign operations - - - 63,027 - 63,027 6,517 69,544
Reclassifcation adjustment relatingto ~~ FABHEHEENEHZ
disposal of foreign operations ENHEHEE (WiksE k)
during the year (Note 38(a) and (o)) S S = (2.275) S (2.275) o (2.275)
Total comprehensive (loss)income ER2E(FE) /RAEE
forthe year & = s 60,752 20905 101,657 18672 120329
Transfer to reserve BREGE - - - - (869) - - -
Disposal of subsidaries HERBRE (H5E38E) k()
(Note 38(a) and (o)) S = = o = = (5,491) (5,491)
Capital contribution by non-controling ~~ J RS 2 X &
interests S = = = = = 22,191 22,191
Release of reserve upon disposal of R ENBARRERER
subsiclaries > = = > 6,345 = > >
Final dividend for 2016 ZE-AERERS S (36,210) > S S (36,210) - (36,210)
Acquisition of non-controling interests W SRR E S ([ £37(e))
(Note 37(e)) - - - - 2,602 2,602 (4,186) (1,584)
At 31 December 2017 R=F-+F+-B=1-R 952,884 1,796,283 15,040 15,365 (1,271,010) 1,610,455 136,287 1,646,742
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Consolidated Statement of Changes in Equity (Continued)

mAEmBER (F)

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

Attributable to owners of the Company

KAAREARE
Share Non-
Share Share options Translation Statutory  Accumulated controlling
capital premium reserve reserve reserve losses Sub-total interests Total
B& BAEE BRERR BEERE EERE RitER it FERER @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TERL TR TAL TARL TERL TR TAL
(Note)
il
As at 1 January 2018 (Reported) 952,884 1,796,283 15,040 15,365 1,893 (1,271,010) 1,510,455 136,287 1,646,742
Impact of adopting HKFRS 9 (Note 2) B RSB RE A% 25
( WEZ S S > S S (122,309) (122,309) (8,308) (130,617)
Restated opening balance under REEAHBRELAFEREES
HKFRS 9 BOEH 952,884 1,796,283 15,040 15,365 1,893 (1,393,319 1,388,146 127979 1,516,125
Loss for the year FNER - - - - - (84,425) (84,425) (42,570) (126,995)
Other comprehensive loss Ef2EEE
ltems that may be reclassified H EHEEH A BZER B
Subsequently to profit or oss:
Exchange difference on translation of ~ REEENEBELZERES
foreign operations - - - (44,810) - - (44,810) (4,794) (49,604)
Total comprehensive loss for the year FRREFELE - - - (44,810) - (84,425) (129,235 (47,364) (176,599)
Recognition of equity-settled BRRELEURAERAR
share-based Payment - - 17,202 - - - 17,202 - 17,202
Final dividend for 2017 ZT-tFRERE - (36,184) - - - - (36,184) - (36,184)
Non-controling Interests arsing from WEHBARE S 2 FBRES
acquisition of a subsidiary (Note 37(a)) (H337(a)) - - - - - - - 180 180
Acquisttion of non-controling interests  WEEFE LS (HFEES7(0)A))
(Note 37(0) & (c)) - - - - - (403) (403) 403 -
Capital contrioution by non-controling ~~ JFE TR 21 &
interests - - - - - - - 6,161 6,161
Repurchases of shares REOER (666) (605) - - - - (1,271) - (121)
Share options lapsed BRESH - - (14,996) - - 14,99 - - -
At 31 December 2018 R=F-\§+=A=1-H 952,218 1,759,494 17,246 (29,445) 1,893 (1,463,151) 1,238,255 87,359 1,325,614
Note: B o

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.

Neo Telemedia Limited FE I EEEBERA A
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Consolidated Stotement of Cash Flows
.-vT [ | EE%U".E%

For the year ended 31 December 2018 #t 7 —F— )|+ =F=+—HIF FF

Year ended Year ended
31 December 31 December
2018 2017
BE-Z-\Ff HE-ZT—+F
+=A=+-B +=ZA=+—H
HFEE HFE
HK$'000 HK$'000
FTHET FTAET
Operating activities REEK
(Loss)/profit before tax BREAT (B518) /5 F (126,497 67,727
Adjustments for: FHEIFE :
Finance costs BEMAK 7,726 3,884
Interest income S WA (24,908) (13,183)
Depreciation of property, ME - BEREREITE
plant and equipment 40,837 20,184
Amortisation of intangible assets BREEEHE 37,139 36,188
Amortisation of prepaid lease payments EREERIAEH 864 616
Gain on disposal of subsidiaries HENB ARz k& - (8,960)
Changes in fair value of contingent ENSARELATEE
consideration payable - 5,650
Impairment loss recognised in respect NEFMEERR
of intangible assets REEE 23,883 =
Impairment loss recognised in respect IEERRZAEEE
of goodwill 63,904 -
Credit loss expenses/impairment TIREHEN A EL
loss recognised in respect of financial EREERER
assets carried at amortised costs EEBERY REESE 7,294 3,260
Written-off of property, WEME BERR
plant and equipment 253 -
Equity-settled share-based i & B AR 1D &
payment expenses ERNAREAZ 17,202 -
Share of results of joint venture BIEAERAIEE 194 106
Operating cash flows before EEELEHAZ
movements in working capital BEHERE 47,891 115,472
Decrease/(increase) in financial assets BEAFEFABRZ
at fair value through profit or loss SBMEERD, (EM) 59,245 (7,077)
Decrease/(increase) in accounts receivable  FEURBE FUR 4/ (1240) 406,218 (520,044)
(Increase)/decrease in prepayments, FRFIE e R EH R
deposits and other receivables FIE(EM) SR (30,306) 82,535
Decrease in inventories FERD 2,948 18,263
(Decrease)/increase in accounts payable ERER CRL) /m (401,573) 502,192
Increase/(decrease) in other payables and  E 4 fE {4 3008 &E‘éumléi
accruals #i0,/ ( ﬁ/ 20,438 (19,425)
(Decrease)/increase in receipt in advances/ TEHSZEE VAT
contract liabilities (R) / i' jJu (12,929) 7,572
Cash generated from operations REEBAEERS 91,932 179,488
Income tax paid BRFEH (7,355) (8,854)
Net cash generated from operating REXBMELRSFE
activities 84,577 170,634
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Consolidated Statement of Cash Flows (Continued)

meRenEx (&)

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

Year ended Year ended
31 December 31 December
2018 2017
BE-Z-N\F BZE_ZT—<tF
+=-A=+—-H +=ZA=+—H
HEE HFE
HK$’000 HK$'000
FERx TET
Investing activities REEH
Cash and cash equivalent acquired from WEMBRARMERE R
acquisition of a subsidiary ReEEY 4,192 (1,379)
Acquisition of non-controlling interests g Pl £ - (1,584)
Investment in a joint venture R—HEEERRIZIKE - (575)
Disposal of subsidiaries (net of cash and HEMBAR (EMBRATHE
cash equivalent disposed) iﬁ%&iﬁuﬁ%,\%) - 1,081
Settlement of contingent consideration BEBAIARE
payable (30,000) (20,000)
Purchase of property, plant and equipment  EE ¥ Bi= &% (149,165) (160,326)
Cash paid for prepayment for property, Eyt%% 5K EE
plant and equipment BERREEIN2EE (748,646) =
Purchase of prepaid lease payments ﬁ% BRMNAERE - (41,099)
Advances of loans ERBK (294,803) (314,224)
Repayment of loans advanced UEELN=F- 434,290 302,265
Interest received Ll 30,137 147
Net cash used in investing activities RETEMARSEE (753,995) (235,694)
Financing activities MEEE
Bank borrowings raised ER7RITER 733,453 152,780
Repayment of bank borrowings 15 BRTER (136,680) (96,390)
Capital contribution from non-controlling iR TE
interests 6,161 13,169
Interest paid ERAE (19,641) (3,884)
Dividend paid BERRE (36,184) (36,210)
Repurchase of shares FEE G (1,271) =
Net cash generated from financing METHELECRETHE
activities 545,838 29,465
Net decrease in cash and BeRESEEYRD FE
cash equivalents (123,580) (35,595)
Cash and cash equivalents FNRLRBELEEY
at the beginning of the year 164,437 188,882
Effect of foreign exchanges rate changes EREFE) & (4,110) 11,150
Cash and cash equivalents at end of FRESRBESEEY
the year 36,747 164,437
Analysis of balances of cash and cash ~ ERBEERBEZEY
equivalents at the end of the year ERIW
Bank balances and cash RITHEH LB S 36,747 164,437
36,747 164,437
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

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 Islands, 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$"). Other than those subsidiaries
established in the People’s Republic of China (the “PRC”)
whose functional currency is Renminbi (‘RMB”) and some
subsidiaries’ functional currency in US Dollars (“USD”),
the functional currency of the Company and its remaining
subsidiaries are HK$. 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.

N REEER

FEHEEEEARAF ([FAAF])
DHERESBESEMRIZERLBRA
BCEBRNDREBEEMARSABRAF
(B¢ Frl) GEM £ e

RN &) Y ak S B UE iz 5 Cricket
Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman
Islands R EH B E B L E MU R
BBBF S TITBE39% ERKNE19E
1906-8%F °

HEMBRMRABIT ([BT]) 25k
R EARKXME (THE])RKA M
BRAINMEEESARE (TAR¥])
RETHBARMNMREEE AT ([X
FTT1) SN AR R ERIERH B A R A
REBRET BEATEREZIE
HHEHEARAJIEGEM EHH A
BRA MGEMZHBIREERENES -

ARTA—MREERAT XHBL
pOES-E3 2 EVEE L
42 0
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

2.

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 28 (Amendments) As part of Annual Improvements
to HKFRSs 2014-2016 Cycle

HKAS 40 (Amendments) Transfer of Investment Property

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

HKFRS 4 (Amendments) Applying HKFRS 9, Financial
Instruments with HKFRS 4,
Insurance Contracts

HKFRS 9 Financial Instruments
Revenue from Contracts with
Customers
HKFRS 15 (Amendments) Clarification to HKFRS 15,
Revenue from Contracts with
Customers

HKFRS 15

HK(IFRIC)-Int 22 Foreign Currency Transactions

and Advance Consideration

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.

Neo Telemedia Limited P EFEEEEEFR LA
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

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

AMENDMENTS TO HKFRSs THAT ARE
MANDATORILY EFFECTIVE FOR THE
CURRENT YEAR (Continued)

The above new HKFRSs have been applied in accordance
with the relevant transition provisions in the respective
standards and amendments which results in changes in
accounting policies, amounts reported and/or disclosures
as described below.

IMPACT ON THE CONSOLIDATED
FINANCIAL STATEMENTS

The following tables show the adjustments recognised for
each individual line item. Line items that were not affected
by the application of new HKFRSs have not been included.
As a result, the sub-totals and totals disclosed cannot be
recalculated from the numbers provided. The adjustments
are explained in more detail by standard below

2. BRAMIER

ra M HRERME

B S s 2E
Al ([ EBMEHREER])
REBIBmELR 2B
AN ()

RAF E S & R F B
| EAMERT A (30

R BB SR A D R SR
B 5 3T 0B BB R I X FE A B
HEE 2R BR AHBELEED
e

HEEMBRR2XE

TRITHZEBHEERBNAE AL
B TREAFR] BB B REER
FENIEB -FEik S WER/NE R
AT BERANBFREHFE -EEH
EIRATREF -

31 December 1 January
2017 HKFRS 9 HKFRS 15 2018
Consolidated statement of “E-tE  RAUKRE BRUERE —E-N\E
financial position (extract) BEUEMRRE (BE) +=-A=1+-H %8503 EBF15% -B—H
HK$'000 HK$'000 HK$'000 HK$'000
FEL FET FEL TER
Non-current assets FRBEE
Note receivable EUEE 67,692 (9,635) - 58,057
Deferred tax assets EXHEEE - 26,633 = 26,633
Current assets RBEE
Accounts receivable YRR 725,354 (103,108) - 622,246
Deposits and other receivables 184 K E 1 fE Wi 7038 315,541 (44,507) - 271,034
Current liabilities RBEE
Receipt in advances R 10,216 - (10,216) -
Contract liabilities BREE - - 10,216 10,216
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018

2. APPLICATION OF NEW AND

BE—_F—)\F+-_A=+—HIFEF

AMENDMENTS TO HONG KONG

28

A& &L

815
Al ([ERMB|RE

2R )

FINANCIAL REPORTING STANDARDS NEBBIBEmEER] 2 E
(“HKFRSSs”) (Continued) 17N ()
31 December 1 January
2017 HKFRS 9 HKFRS 15 2018
Consolidated statement of “E-tE  ERRERE SEMEHE —E-N\E
financial position (extract) REMERRR (BE) +=ZA=+-H R E05 B 5E15% -A-H
HK$'000 HK$'000 HK$'000 HK$'000
TET FHEL T THL
Net assets BEFE 1,646,742 (130,617) - 1,516,125
Capital and reserves EAR G
Reserves i 557,571 (122,309) - 435,262
Non-controlling interests R ER 136,287 (8,308) = 127,979
Total equity Bnis 1,646,742 (130,617) - 1,516,125

HKFRS 9 FINANCIAL INSTRUMENTS

In the current year, the Group has applied HKFRS 9
Financial Instruments and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces new
requirements for 1) the classification and measurement of
financial assets and financial liabilities, 2) expected credit
losses (‘ECL”) for financial assets and 3) general hedge

accounting.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE — =

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

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

The Group has applied HKFRS 9 in accordance with
the transition provisions set out in HKFRS 9, i.e. applied
the classification and measurement requirements
(including impairment under ECL model) retrospectively
to instruments that have not been derecognised as at
1 January 2018 (date of initial application) and has not
applied the requirements to instruments that have already
been derecognised as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017 and
the carrying amounts as at 1 January 2018 are recognised
in the opening retained profits and other components of
equity, without restating comparative information.

Accordingly, certain comparative information may not be
comparable as comparative information was prepared
under HKAS 39 Financial Instruments: Recognition and
Measurement.

Accounting policies resulting from the application of
HKFRS 9 are disclosed in note 3 and note 6.

(a) Classification and measurement

HKFRS 9 categories financial assets into three
principal classification categories: measured
at amortised cost, at fair value through other
comprehensive income (“FVOCI”) and at fair value
through profit or loss (“FVPL”). These supersede
HKAS 39 ‘s categories of held-to-maturity
investments, loans and receivables, available-for-sale
financial assets and financial assets measured at
FVPL. The classification of financial assets under
IFRS 9 is based on the business model under which
the financial assets is managed and its contractual
cash flow characteristics.

..V-Aﬁﬁﬁiﬁ%ﬁﬁé‘

FERFEI BB B MELE
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—A— B I-FERN T A & ERZ
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ZEEEMR-F-NF-—A—HZK
HENEZRENPOREBEN R ERA
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(@ "EREE

EREMBHRELZSFHRE
EDBER=ZMEXENHEAR: K
BEKA BATEFAEME
mkE([BAFEFARMCEZE
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2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

(a) Classification and measurement
(Continued)

Non-equity investments held by the Group are
classified into one of the following measurement
categories:

Amortised cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment is
calculated using the effective interest method.

FVOCI - recycling, if the contractual cash flows
of the investment comprise solely payments of
principal and interest and the investment is held
within a business model whose objective is
achieved by both the collection of contractual
cash flows and sale. Changes in fair value are
recognised in other comprehensive income,
except for the recognition in profit or loss of
expected credit losses. When the investment
is derecognized, the amount accumulated in
other comprehensive income is recycled from
equity to profit or loss; or

FVPL, if the investment does not meet the
criteria for being measured at amortised cost
or FVOCI (recycling). Changes in the fair
value of the investment (including) interest are
recognised in profit or loss.
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2. APPLICATION OF NEW AND 2.
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

(a) Classification and measurement

(Continued)

An investment in equity securities is classified as
FVPL unless the equity investment is not held for
trading purposes and on initial recognition of the
investment the Group makes an election to designate
the investment at FVOCI (non-recycling) such that
subsequent changes in fair value are recognised in
other comprehensive income. Such elections are
made on an instrument-by-instrument basis, but may
only be made if the investment meets the definition
of equity from the issuer’s perspective. Where such
an election is made, the amount accumulated in
other comprehensive income remains in the fair
value reserve (non-recycling) until the investment
is disposed of. At the time of disposal, the amount
accumulated in the fair value reserve (non-recycling)
is transferred to retained earnings. It is not recycled
through profit or loss. Dividends from an investment
in equity securities, irrespective of whether classified
as at FVPL or FVOCI (non-recycling), are recognised
in profit or loss as other income.

There is no reclassification or remeasurement of the
financial assets, including cash and cash equivalent,
trade, deposit and other receivables for the adoption
of HKFRS 9.

The measurement categories for all financial liabilities
remain the same. The carrying amounts for all
financial liabilities at 1 January 2018 have not been
impacted by the initial application of HKFRS 9.
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2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSS”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

(b) Impairment under ECL model

The Group applies the HKFRS 9 general approach
to measure ECL. ECLs are recognised in two
stages. For credit exposures for which there has
not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit
losses that result from default events that are
possible within the next 12 months (a “12-month
ECL”"). For those credit exposures for which there
has been a significant increase in credit risk since
initial recognition, a loss allowance is required for
credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a
“lifetime ECL").

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making
the assessment, the Group compares the risk
of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date
of initial recognition and considers reasonable and
supportable information that is available without
undue cost or effort, including historical and
forward-looking information.

As at 1 January 2018, additional credit loss
allowance before taxation effect of approximately
HK$26,633,000, of approximately HK$146,706,000
and HK$10,544,000 has been recognised against
accumulated losses and non-controlling interests,
respectively. The additional loss allowance is charged
against the respective asset.

Neo Telemedia Limited P EFEEEEEFR LA

FERMFEI BBV BmE %
£

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

Al ([ BEBMERSE ﬁ%ﬂ
KB B EELER] 2
AN ()
ERMEREERFEIESH
T A (@)

(b) EHEEBHEEXTHHR

R

=

=]

AEBEEREEM B HRELLSE
SR —RIEFETRMEEER-
BREEEBEE D M EREE T AR
Rt BE LT EBAREERRIL
BRELANEERRMS ﬁ%
EEBBRMELEBARK+
AN %iZ@%%#ZEﬁ%
ﬁﬂmﬁﬁﬁ%FEEED?ﬁ
B -BENrRERUREER
BELANEERRIME Mvﬂ
BRBHROEREEERNR
EREE MAmERORHE (M2
HRBEERBR]) -

REREEH $$I¥%AWI
AEER EM*%EMX

&iH%iﬂIﬁmeﬂMﬁ
RVPEREBHESHRITAEEZNR
EITHE WEBEDALEBBRE
ﬁmiﬁﬂ%Tﬁ A B &
FREH (BEERELRATENESE
) e

RZE-—NF—F—H 8|z
BEEBEEG (GTARBE 2R
#) 526,633,0008 70 E & 5 Bl
AT EERFEERERER
146,706,000 7t &% 10,544,000/
T BINB BB B BREEER
}\o



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

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

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

(b) Impairment under ECL model
(Continued)

Impact on opening consolidation statement of
financial position arising from the application of
all new standards (Continued)

All loss allowances, including, accounts receivables,
note receivable and other financial assets at
amortised cost, as at 31 December 2017 reconciled
to the opening loss allowances as at 1 January 2018
are as follows:

2. ERFFEIBBMBmELE
Al ([ EBMEHREER])
KRB B EHELER] 2
AN ()

BRMBRELZNFREH
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T A (#)
(b) EHEEEHEEERX TR
& (@)
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BARRK B ZE (&)

R-E—+F+_A=+—88
FEEWER IR - FE R IR S K
A EZHMEMEELEANZAT
BEERER _ZT-—NF—F—
Az By EEREERNT

Deposits
Accounts Note and other
receivable receivable receivables
Re RHAM
FE W BRK FEW Z & JE Y kI8
HK$’'000 HK$’000 HK$’000
AT FET AT
At 31 December RZE—+F
2017-HKAS39 +=—A=+—H8—
BERGTER
5 395% 725,354 67,692 315,541
Amounts re-measured BBUATRIBEEH
through opening ATEZEE
— accumulated losses —HiWIRETE B (94,020) (9,635) (43,051)
- non-controlling interests ~ — HA¥] JE4% A% 4 25 (9,088) = (1,456)
At 1 January 2018 RZZTE—NF
-HKFRS9 B
BEMEHmE
AR5 622,246 58,057 271,034
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

2. APPLICATION OF NEW AND 2. ERFEIEBMBmESE
AMENDMENTS TO HONG KONG B (BB BREED])
FINANCIAL REPORTING STANDARDS NEBYVBWmELER 21&
(“HKFRSSs”) (Continued) 17N ()

HKFRS 9 FINANCIAL INSTRUMENTS EARAVKBREERENESH
(Continued) TH @
(b) Impairment under ECL model (b) EHEEBHEEXTHHR
(Continued) 2 (®)
The reserve movement as at 31 December 2017 R-ZE—+F+-_A=+—8Z2
reconciled to the opening balances as at 1 January mEEHE_FT-NF—-—H—H
2018 are as follows: Z VIS SREERINT
Reserve

attributable
To owners of Non-controlling

the Company interests
I UNETE 2= DN
B E eI
HKD’000 HKD’000
THET FHT
Balance as at 31 December 2017, —ZT—+t+F+_-A=+—H
as originally presented ZEER (RTEES) 557,571 136,287
Remeasurement under HKFRS 9 IR IE B S B 15 3 5 2 B
FOEMNE
Increase in provision for BLUA T R IBIE N1
— accounts receivable — U ER X (94,020) (9,088)
— deposits and other receivables — e R EMEWFIE (43,051) (1,456)
- note receivable —ERERE (9,635) —
Increase in deferred tax assets IRFEFR IR & E LN 24,397 2,236
At 1 January 2018, as restated R—ZE—N\F—H—H
(&eE7) 435,262 127,979
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For the year ended 31 December 2018 g7 = F—\E+ = F=1—HIFFZF

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

HKFRS 15 REVENUE FROM CONTRACTS
WITH CUSTOMERS AND THE RELATED
AMENDMENTS

As a result of the changes in the Group’s accounting
policies, as explained below, except for the reclassification
of the contract liabilities from receipt in advances of
approximately HK$10,216,000 at initial application, HKFRS
15 was generally adopted without restating any other
comparative information. The adoption of HKFRS 15 in
the current period does not result in any impact on the
amounts reported in the consolidated financial information
and/or disclosures set out in the consolidated financial
information except that, the Group has adopted the
following accounting policies on revenues with effect from
1 January 2018.

HKFRS 15 requires that revenue from contracts with
customers be recognised upon the transfer of control
over goods or services to the customers. As such, upon
adoption, this requirement under HKFRS 15 resulted
in immaterial impact to the financial statements as the
timing of revenue recognition on sale of goods is nearly
unchanged.
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

2. 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)  Annual Improvements to

HKFRSs 2015-2017 Cycle’

HKAS 1 and HKAS 8 Definition of a Material®

(Amendments)

HKAS 19 (Amendments)
HKAS 28 (Amendments)
HKFRS 3 (Amendments)
HKFRS 9 (Amendments)
HKFRS 10 and HKAS 28
(Amendments)
HKFRS 16
HKFRS 17

HK(IFRIC)-Int 23

Plan amendment, curtailment or
settlement’

Investment in associates and
joint ventures’

Definition of a Business?

Prepayment features with
negative compensation’

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

Leases’
Insurance Contract?

Uncertainty over Income Tax
Treatments’

! Effective for annual periods beginning on or after 1 January

2019.

4 Effective for annual periods beginning on or 1 January
2021.

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

be determined.

s Effective for business combinations and assets acquisitions
for which the acquisition date is on or after the beginning of
the first annual period on or after 1 January 2020.

J Effective for annual periods beginning on or after 1 January
2020.
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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

HKFRS 16 LEASES

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

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of
the relevant asset should be accounted as a sale. HKFRS
16 also includes requirements relating to sub-leases and
lease modifications.

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. Upon
application of HKFRS 16, lease payments in relation
to lease liability will be allocated into a principal and an
interest portion which will be presented as financing cash
flows by the Group.

ra M HRERME

R EEYHHE%E
Al ([ERMB|EER])

17N (&)

BRMBRELZNF165KEE

FREP RS EAFIHERISNEESR
PEAR A REBAZ G EIE 5|
—EFEAER - BEM B RELERFE16
SAMIKERRB B EFE17TRE
BN tEmRE-

ERMBREENE1RRIBAMBRE
EEEHAEFPENRESHENRRES
#)o LS BB MEERIE165E R
EERMELERZRIEFEMHHRE LR
SR ERERIEREETTRIERE
EARNREMETE FEMBREE
A1 M EEARL HREEE LW
MR °

REMEENMEEEEEREN &2H
ErMEHENEZERBABEAGHRE
hRR WHABARRAEHERR
EREEERARABEMNRABNK

EREEENTRKAGTE  WHRIA
AR (M5 T 1 SMME SRR 98 ) IR R EH 3T
ENFEERSE UHHEEEEZE
MEHRAEELABR - HERENLR
MENK(EERAXN) 2REFE-BE
% HEAEHR (EHheFB)MNENEE
NRARBEETNFEELAE -3
Ren8nBms AKE B A
BNEERBEINFEEREEL RS
BREREMFEFNHET WERNIRER
ERE HMKEHEENRAINERLS
Reng REREEMBHRSEAS
165 FREHERBENHEENRE S
REASRMERD X hAREEIIE
MERTRE -

Annual Report 2018 — & — /\ £ £ 3§

101



102

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

2.

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

HKFRS 16 LEASES (Continued)

Other than certain requirements which are also applicable
to lessor, 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.

As at 31 December 2018, the Group has non-cancellable
operating lease commitments of approximately
HK$45,594,000 as disclosed in note 39. A preliminary
assessment indicates that these arrangements will meet
the definition of a lease. Upon application of HKFRS
16, the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases unless
they qualify for low value or short-term leases.

The application of new requirements may result in
changes in measurement, presentation and disclosure as
indicated above. The Group intends to elect the modified
retrospective approach for the application of HKFRS 16
as lessee and will recognise the cumulative effect of initial
application to opening retained earnings without restating
comparative information.

Except disclosed above, the directors of the Company (the
“Directors”) do not anticipate that the application of other
new and revised HKFRSs will have a material impact on
the Group’s financial performance and financial positions.

Neo Telemedia Limited P EFEEEEEFR LA

FERF ] A BRE %
B ([ BB EHwEZER])
NEBV S HRE LD L
HENC )
ERAUMKREERFE16EAE
()
BEAREBAAGEFREN B8
B TSR R B 16 A TR L BB R LT
EAB17HA LA - WA

RELBEABHRESBAKEHELR

N
W

BEAN - B B B S B 163 T B
BT B -

R-ZBE-NEFE+_A=+—8 Wi
OB R ANEEHEE T A RS ER
B A IE #945,594,000/%8 7T o ¥ 25 &1 14 78
N SR EFTAHETE -RER
EBTEMEER F1650 K AEE G
R EZEHERREAREERAR
BE BKIEFHAEFTSEES EHA
EZERK-

ERFREXRGEH LAFTE 2K
BEHES  REE (FREAEA)FE
BRETEWEERET BN K REER
1658 X K FER B IR B S R
BMNREFE MABBIILLEER -

BREXFHBEEIN AAAES([H
EEHEREMHFIREETEE
MBRELENETEHARENBRR
KA BARNERERZE



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

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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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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:

o 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

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

The principal accounting policies are set out below.

GOING CONCERN

The Group incurred a net loss of approximately
HK$126,995,000 for the year ended 31 December
2018. As at 31 December 2018, the Group’s current
liabilities exceeded its current assets by approximately
HK$443,746,000. Notwithstanding the above results, the
consolidated financial statements have been prepared on
a going concern basis, the validity of the going concern
basis is dependent upon the success of the Group’s future
operations, its ability to generate adequate cash flows in
order to meet its obligations as and when fall due and
its ability to refinance or restructure its borrowings such
that the Group can meet its future working capital and
financing requirements.
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOING CONCERN (Continued)

In the opinion of the Directors, the Group is able to
maintain itself as a going concern in the coming year by
taking into consideration that:

M

(i)

)

the cash flow projections can be achieved that
the Group would have sufficient working capital
to finance its operation and to meet its financial
obligations when they fall due within the next twelve
months from the end of the reporting period;

the net assets of the Group of approximately
HK$1,325,164,000, the Group should be able to
secure additional loan facilities, if necessary;

bank loans with carrying amount of approximately
HK$281,413,000 as at 31 December 2018 that are
repayable more than one year after the end of the
reporting period pursuant to the repayment schedule
included in the loan agreements, with a repayment
on demand clause, has been classified as current
liability as at 31 December 2018 in accordance with
Hong Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand
Clause. Taking into account the Group’s financial
position and the security provided to the bank, the
Directors believe that the bank will not exercise its
discretionary rights to demand immediate repayment.
The Directors believe that the bank loans will be
repaid in accordance with the scheduled repayment
dates set out in the loan agreements; and
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOING CONCERN (Continued)

(iv) bank loans with carrying amount of approximately
HK$223,244,000 as at 31 December 2018
that is repayable within one year after the end
of the reporting period, will be refinanced with
China Construction Bank Corporation (“CCB”)
upon maturity since the Group has a 10-year
unutilised banking facilities of approximately
HK$1,169,753,000 granted by CCB as at 31
December 2018.

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:

° has power over the investee;

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

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

3. ERGFTHR #)

vy BERAEER-_ZTE—NF+=
A=Z+—BEFRRZERRITHKR
MBERAR ([HEEEZERT])
BETTEHERAETHE
#471,169,753,0008 - RN =&
—NF+-_A=+—BEEEHY
223,244,000 7T 2 R1TE AR
WMEBRE —FAEE WHREH
BRPBEERIRITHERE -

mEEXE

RAEPBRRBEARE RAREEH
ZER (EMBAR) 2MBHK - B
AT B - IR B 15 12 1l -

o  AIHKRBEURITEES:

e HR2HERBEHRZEBMAER
NERESAZLR: &

e BRNEBENTEHEHEIMEEZS
B R

WA FEERBERER Ll = HEH R R
- ﬁ—lﬁiuiﬂjiﬁmiﬁl rEEE
ENMFEERSEHREHR

Annual Report 2018 — & — /\ £ £ 3§

107



108

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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;

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

° rights arising from other contractual arrangements;
and

° 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 2018 #HZE —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 interest 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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For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

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

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

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.

3.

ra M HRERME

BANZETHBER (#)

HEE%E (&)

TEBREEMBARZEHSE
EEZZEE (®)

EBWBDRBUBEAR REBKA
HEFZRERATEFE MAEA
ARANEEMBRIEE NEBEHK
WETRREEAELEZABRARER
R IE )T Z PRI P 31T 2 B
WEARZAFEZEM  BREER
ZRA—MREERTBEPER

RUCEE B 8 - P U RE m] 38Rl & B I R
FEEEREATERR MH:

s REMBEEXREBENERERE
NMZHBRZAEHEE 2BIR
EEBGHEUE12RMEN R
BB ERIFE195E B & A §

REHE:

o EWWET RO SERNMNR
CHEBEIABIRATA  H
VAN 2 B BT T 32 B0 DA B 4D 7 L
B S 3R 22 R B AR BB 05 DA B A
RERONFRZHERBESL
AT A TSR UehE A g E AR
B EERE25R AR D RBER D
NHRFAE(RTXEHER) &

s REFEBVBMELERFSRRE
HEFRRBDEERKIEEEXRRK
BOBBRIEFLEZEE ()
S4B IRBZERF & -

Annual Report 2018 — & — /\ £ £ 3§

111



112

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

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 (if
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 2018 #ZE — =

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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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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

ra M HRERME

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

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 AND OTHER INCOME
RECOGNITION (ACCOUNTING POLICIES
APPLIED FROM 1 JANUARY 2018)

Under HKFRS 15, the Group 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.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

° the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

° the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

o the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE AND OTHER INCOME
RECOGNITION (ACCOUNTING POLICIES
APPLIED FROM 1 JANUARY 2018)
(Continued)

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to a
contract are accounted for a presented on a net basis.

Revenue from sales of telecommunication products is
recognised at the point in time when goods are delivered
to customers generally on the time the related risks and
rewards of ownership has transferred.

Revenue from provision of telecommunication services is
recognised over the scheduled period on a straight-line
basis because the customer simultaneously receives and
consumes the benefits provided by the Group.

Revenue from commission income from the operations of
Internet finance platform is recognised at the point in time
when the borrower and lender was successfully matched.
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 g7 = F—\E+ = F=1—HIFFZF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE AND OTHER INCOME
RECOGNITION (ACCOUNTING POLICIES
APPLIED FROM 1 JANUARY 2018)
(Continued)

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.

REVENUE RECOGNITION (ACCOUNTING
POLICIES APPLIED BEFORE 1 JANUARY
2018)

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.
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE RECOGNITION (ACCOUNTING
POLICIES APPLIED UNTIL 31 DECEMBER
2017) (Continued)

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.

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 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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%
Traffic signboards 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 derecognized
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
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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. Nonmonetary 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. Nonmonetary 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
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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

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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 2018 g E —E— N+ = H=+—HIFFF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)
Termination 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
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

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
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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 2018 g E —E— N+ = H=+—HIFFF

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
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

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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For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

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.

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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date/settlement date basis. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the market
place.

Financial assets and financial liabilities are initially
measured at fair value except for accounts receivable
arising from contracts with customers which are initially
measured in accordance with HKFRS 15 since 1 January
2018. 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 or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and 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 asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest/dividend income which are derived from the
Group’s ordinary course of business are presented as
revenue.
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For the year ended 31 December 2018 g7 = F—\E+ = F=1—HIFFZF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2018)

Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

° the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling; and

° the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL, except that at the date of initial application/initial
recognition of a financial asset the Group may irrevocably
elect to present subsequent changes in fair value of an
equity investment in OCI if that equity investment is neither
held for trading nor contingent consideration recognised
by an acquirer in a business combination to which HKFRS
3 Business Combinations applies.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EAXE@:tHE (&)

(Continued)

FINANCIAL INSTRUMENTS (Continued) £@MIE @®\)

Financial assets (accounting policies ctEE(BZFT—-/\E—H

applied from 1 January 2018) (Continued) —REERAMEFBR) (@)

Classification and subsequent measurement of TREENTEREEE (B)

financial assets (Continued)

A financial asset is classified as held for trading if: e THEG ReRmEETIDEA

FIEEE:

e it has been acquired principally for the purpose of o HNFZEKEUNEHALE:
selling in the near term; or B4

e on initial recognition it is a part of a portfolio of o RYIPHERE HAXEEHRAE
identified financial instruments that the Group Bra#fem TAHAGH—F
manages together and has a recent actual pattern of S WEAEEHENNIAERR
short-term profit-taking; or 3k

e it is a derivative that is not designated and effective e HEUFETEREAHHMIAAL
as a hedging instrument. MEPTET Ho

In addition, the Group may irrevocably designate a B AN - {18 40 b BT OB Br sk oK 1R R A = a8

financial asset that are required to be measured at the fid - AR SKE A AR s F —IB A

amortised cost or FVTOCI as measured at FVTPL if doing BEEKASIEATFEFAEMBEAEK

so eliminates or significantly reduces an accounting HEtEZ 2 BMEEMZ AT ABER

mismatch. 2o
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2018) (Continued)

()

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and debt
instruments/receivables subsequently measured
at FVTOCI. For financial instruments other than
purchased or originated credit-impaired financial
assets, interest income is calculated by applying the
effective interest rate to the gross carrying amount of
a financial asset, except for financial assets that have
subsequently become credit-impaired (see below).
For financial assets that have subsequently become
credit-impaired, interest income is recognised by
applying the effective interest rate to the amortised
cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired
financial instrument improves so that the financial
asset is no longer credit-impaired, interest income
is recognised by applying the effective interest rate
to the gross carrying amount of the financial asset
from the beginning of the reporting period following
the determination that the asset is no longer credit
impaired.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2018) (Continued)

(i) Financial assets at FVTPL

Financial assets that do not meet the criteria for
being measured at amortised cost or FVTOCI or
designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss The
net gain or loss recognised in profit or loss includes
any dividend or interest earned on the financial asset
and is included in the “other gains and losses” line
item.

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2)

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
HKFRS 9 (including accounts receivables, deposit and
other receivables, note receivable and cash and cash
equivalents). The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL represents
the portion of lifetime ECL that is expected to result from
default events that are possible within 12 months after
the reporting date. Assessment are done based on the
Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic
conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of
future conditions.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #HZE —ZF

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

The Group measures the loss allowance equal to
12-month ECL, unless when there has been a significant
increase in credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring
since initial recognition.

() Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument
as at the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without
undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

° an actual or expected significant deterioration
in the financial instrument’s external (if
available) or internal credit rating;

° significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default
swap prices for the debtor;
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

()

Significant increase in credit risk (Continued)

existing or forecast adverse changes in
business, financial or economic conditions that
are expected to cause a significant decrease in
the debtor’s ability to meet its debt obligations;

an actual or expected significant deterioration
in the operating results of the debtor;

an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit risk
has increased significantly since initial recognition
when contractual payments are more than 90
days past due, unless the Group has reasonable
and supportable information that demonstrates
otherwise.
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

()

Significant increase in credit risk (Continued)

Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit risk at
the reporting date. A debt instrument is determined
to have low credit risk if i) it has a low risk of default,
i) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term
and iii) adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations. The Group
considers a debt instrument to have low credit
risk when it has an internal or external credit rating
of ‘investment grade’ as per globally understood
definitions.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been
a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before
the amount becomes past due.
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(i)

(i)

Definition of default

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 180 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact
on the estimated future cash flows of that financial
asset have occurred. Evidence that a financial asset
is credit-impaired includes observable data about the
following events:

(@)  significant financial difficulty of the issuer or the
borrower;

(b)  a breach of contract, such as a default or past
due event;

(¢) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(iv)  Write-off policy

v)

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the
case of accounts receivable, when the amounts are
over two years past due, whichever occurs sooner.
Financial assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted
at the effective interest rate determined at initial
recognition. For a lease receivable, the cash flows
used for determining the ECL is consistent with the
cash flows used in measuring the lease receivable in
accordance with HKAS 17 Leases.

3.
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

v)

Measurement and recognition of ECL (Continued)

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the basis
below:

° Nature of financial instruments (i.e. the Group’s
trade and other receivables are each assessed
as a separate group. Loans to related parties
are assessed for expected credit losses on an
individual basis);

° Past-due status;

° Nature, size and industry of debtors; and

° External credit ratings where available.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2017)

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

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2017) (Continued)

Effective interest method (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:

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

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

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

A financial asset other than a financial asset held for
trading 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
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (accounting policies
applied from 1 January 2017) (Continued)

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

o 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.

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 accounts receivable, deposits
and other receivables, note receivable 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.
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets
(accounting policies applied from
1 January 2017)

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.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

° 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 accounts
receivable, 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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets
(accounting policies applied from
1 January 2017) (Continued)

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.

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 accounts receivable, where the carrying
amount is reduced through the use of an allowance
account. When a accounts 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

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

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.

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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity
instruments (Continued)

Financial liabilities at FVTPL (Continued)

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.

BANZETHBER (#)

cof . =-NE )
EHEaBEREBRAIR (@)

BN FEFAEZZ 2 HEE (E)

BEEEEZSRMBERKET AR
NEREKEH —MONIAREZ
S 2B BENE TNIBRARI S ER
BiEERRATFEFARS:

o RIEEHBIKNERAESH
BT ESER T AN —
%

s ZETRABEBK-—MHEREEL
TRAEIEREELERAR
ez — 8 MBREASEGE
MEREEXRERE ZT@E
BIRAFER/ELEETEER
AHEERN - BEE A ER TR
It B[R A ERAR M 3K

e HBKEE BIZTERANTE
TAMBHZ & MBEES
HHFEIRAFBEBEASRAL
(BERAB) BERRATFER
AdEzs e

BAVEAEGZZeREBERATE
AECENAEMELZATFEEHR
EE R EZRERG T HER - N Bk
RzWBmHERFEIEEREMNEE
BEMXMZFE-

Annual Report 2018 — & — /\ £ £ 3§

151



152

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity
instruments (Continued)

Financial liabilities at FVTPL (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 accounts payable, 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 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

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.

3.

ra M HRERME
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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:

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

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

(i) has significant influence over the Group; or

(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 2018 #ZE — =

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES (Continued)

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

)

(i)

(i)

(vi)

(vii)

(viil)

the entity and the Group are members of the
same group (which means that each paren
t, 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); and

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).

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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3.

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.

Neo Telemedia Limited P EFEEEEEFR LA

3.

BANZETHBER (#)

BIE AL (@)

—BALTZHEBREXBEERE
HEERETIHHAIETEZALR
RRANTEEOREXE

7 B E

REDHERMBRERTFHRENEED
EBIR B AR TR A S A E E S
REBHER D BEERMFHERRME
HRE‘ETAKESESRTHEEAEN
B E R R R

BRIE D BRAM AR B AR UL B E o R
BHE - LETEUHE BERIUES
BAUSHERSIRERBH T AR
EERFEME T EAAL FRIEMNE
REVEE D BT & s BB 75 3 o5 T 1%
HAF - AR FERNEED MR
BB Ll RE e EEC AR E S

RERASEEN S RRE (R E
) ARREFANEERBENRE
B A 5 B E A RIS a9 #I -
At R -AA R ARBRRVERBE
REBLEASBHBNEMEZIEL -
BERGERABERZ S BATR -

et RAABBRREFELETI R WY
SEHEFTERTWEF EHBFHELE
Rl B AR B R AR - 3 f
EFTHEMERRARAELZE AR
& 5T HAM MR SR E R e aR o



Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE — =

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 2018, the carrying amount of inventories
was approximately HK$5,067,000 (2017: HK$8,124,000)
after netting off the allowance for inventories of
approximately HK$800,000 (2017: 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 2018, the carrying amount
of property, plant and equipment was approximately
HK$679,476,000 (2017: HK$593,000,000). Details are
disclosed in Note 17.
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4.

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Provision of ECL for financial assets
carried at amortised cost

The Group uses to calculate ECL for the financial assets
carried at amortised cost. The provision rates are based
on internal credit ratings as groupings of various debtors
that have similar loss patterns. The is based on the
Group’s historical default rates taking into consideration
forward-looking information that is reasonable and
supportable available without undue costs or effort. At
every reporting date, the historical observed default
rates are reassessed and changes in the forward-looking
information are considered. In addition, financial assets
carried at amortised cost with significant balances and
credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group'’s financial
assets carried at amortised cost are disclosed in Note 6.

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
2018, the carrying amount of goodwill amounted to
approximately HK$131,235,000 (2017: HK$195,139,000)
(net of accumulated impairment loss amounted to
approximately HK$251,356,000 (2017: HK$187,452,000))
and carrying amount of intangible assets amounted to
approximately HK$230,908,000 (2017: HK$292,059,000)
(net of accumulated amortisation and impairment loss
amounted to approximately HK$191,804,000 (2017:
HK$132,312,000)). Details are disclosed in Note 21 and
22.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE — =

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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.

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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6. FINANCIAL INSTRUMENTS 6. R T H
CATEGORIES OF FINANCIAL R T BEER
INSTRUMENTS
Year ended Year ended
31 December 31 December
2018 2017
B=E HZE
—E-N\F —ET—+tF
+=A=+—-A +=ZA=+—H
IEFE IEFE
HK$’000 HK$'000
FEx FHETT
Financial assets EWMEE
At amortised cost RSB
Loan and receivables B E R TE
Accounts receivable JE W BR 3Kk 229,425 725,354
Deposits and other receivables e M H AU FRIE 115,042 315,541
Note receivable e E B 60,853 67,692
Cash and cash equivalents RehBeEEY 36,747 164,437
442,067 1,273,024
At fair value through profit or loss EATEFAER
Financial assets at fair value through BATEFAERZ
profit or loss CREE - 59,900
442,067 1,332,924
Financial liabilities EA =R
At amortised cost bicg: s N
Accounts payable FETER X 130,622 537,769
Other payables and accruals H b B A~ 5R0B K BT RUE 57,040 38,770
Bank borrowings IRITER 682,261 119,800
869,923 696,339
At fair value through profit or loss BEATFEGFAER
Contingent consideration payable FERT S ARAE - 30,000
869,923 726,339
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For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group’s financial instruments include accounts
receivable, deposits and other receivables, note receivable,
financial assets at FVTPL, cash and cash equivalents,
accounts payable, 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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6. FINANCIAL INSTRUMENTS (Continued) 6.

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Market risk exposures are further measured by sensitivity
analysis. There has been no significant change to the
Group’s exposure to market risks or the manner in which
it manages and measures the risk. Details of each type of
market risks are described as follows:

Currency risk

Several subsidiaries of the Group have certain foreign
currency transaction, which expose the Group to foreign
currency risk.

The carrying amounts of the Group’s USD denominated

ST E @

tREREEAEREE ®)

5 B B (@)
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BRFERBZ AT EEARE %
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B R
AEBZETHBARBEEE TINER
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KBS AEBIUETIHE, 5%

monetary assets and monetary liabilities at the end of EELEEBENERABERT
reporting period are as follows:
Liabilities Assets
8 BE

2018 2017 2018 2017
=2 I —t%  Z®-NF  —T—tf
HK$’000 HK$'000 HK$’000 HK$'000
TER AT TER FTET
UsDh EW 22,592 52,442 59,561 502,374

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.
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

FINANCIAL INSTRUMENTS (Continued) 0.

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:
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2018 2017
—8-N\§ —TtF

Effective Effective

interest interest
rates HK$’000 rates HK$'000
ERF = TR ERFIx FHT

% %

Variable rate borrowings: BEREEE:

Bank borrowings RITEE 5.05 682,261 6.09 119,800
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Interest rate profile (Continued)

At 31 December 2018, 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$500,000 (2017:
approximately HK$1,198,000).

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.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)
Credit risk

The credit risk of the Group mainly arises from Cash and
cash equivalents, accounts receivable, deposit and other
receivables and note receivable. The carrying amounts of
these balances represent the Group’s maximum exposure
to credit risk in relation to financial assets.

In respect of bank balances, the credit risk is considered
to be low as the counterparties are reputable banks. The
existing counterparties do not have defaults in the past.
Therefore, expected credit loss rate of cash at bank is
assessed to be close to zero and no provision was made
as of 31 December 2018.

The Group applies the general approach to provide for
expected credit losses prescribed by HKFRS 9, which
uses 12-month expected credit loss provision for all
financial assets carried at amortised cost. To measure
the expected credit losses, financial assets carried at
amortised cost have been grouped based on shared credit
risk characteristics. The Group has performed historical
analysis and identified the key economic variables
impacting credit risk and expected credit loss. It considers
available reasonable and supportive forwarding-looking
information.

As at 31 December 2018, financial assets carried at
amortised cost that are individually significant have
been separately assessed for impairment. The Group
makes periodic assessments on the recoverability of the
receivables based on the background and reputation of
the customers, historical settlement records and past
experience.

6.

ra M HRERME
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Majority of the Group’s revenue is received from individual
customers in relation to sales of telecommunication
products and services and are transacted in cash or
credit. The Group’s accounts receivable arise from sales
of telecommunication products and services to the
customers. As at the end of the year, the top five debtors
and the largest debtor accounted for approximately
39.7% and 9.8% (2017: 92.6% and 77.1%), of the
Group’s accounts receivable balance. In view of the
history of business dealings with the debtors and the
sound collection history of the receivables due from them,
management believes that there is no material credit risk
inherent in the Group’s outstanding receivable balance
due from these debtors saved for the debtor related
to the impaired accounts receivable disclosed in the
below. Management makes periodic assessment on the
recoverability of the trade and other receivables based on
historical payment records, the length of overdue period,
the financial strength of the debtors and whether there are
any disputes with the debtors.

Individual credit evaluations are performed on all
customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take
into account information specific to the customer as well
as pertaining to the economic environment in which the
customer operates. Accounts receivables are due within
90 to 210 days from the date of billing. Normally, the
Group does not obtain collateral from customers.
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For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

6. T H =®m

tRiEREE R EREE (&)

Market risk (Continued) 35 B bR (40)

Credit risk (Continued) =B/ bR ()

The Group’s internal credit risk grading assessment REBATBEERBRITRTHBIEUT

comprises the following categories: R

Internal credit rating Description Accounts Other financial
receivable/ assets/other items
contract assets

ABEETR Bt FEWBR ™R HithemEE
BHEE HiE B

Low risk The counterparty has a low risk of  Lifetime ECL — 12-month ECL

default and does not have any
past-due amounts

1K 2 e HF 7K RK B I 1)1 5
A

Watch list Debtor frequently repays after due
dates but usually settle after due
date

BR2E BEBARERIHBZERER
ERIHRERER

Loss There is evidence indicating the
asset is credit-impaired

B8 BEBRPAEELREERE

Write-off There is evidence indicating that

the debtor is in severe financial
difficulty and the Group has no
realistic prospect of recovery
48 ERBERABBABREERMRE
BREEEERKD AR

not credit-impaired

T HIEREEERE 12 AR E EE1E
—REBEERE

Lifetime ECL — 12-month ECL
not credit-impaired

E2HBEREERR 12 A EMEERR
—RHREERE

Lifetime ECL - Lifetime ECL -
credit-impaired credit-impaired
HREREEER EHIFRMESEER

—HBREERE —HBREERE

Amount is written off ~ Amount is written off

TROME TRRC M
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6. FINANCIAL INSTRUMENTS (continued) 6. =@t THE s
FINANCIAL RISK MANAGEMENT cREREEEZERBUEKR (@)
OBJECTIVE AND POLICIES (Continued)
Market risk (Continued) i5% E bR (#)
Crediit risk (Continued) 1B R (&)
The tables below detail the credit risk exposures of TRAFMAERBEETEREEREFT
the Group’s financial assets, accounts receivable, note BreREE BRER BREEK
receivable and other financial asset at amortised cost, REER A EZEMEREERFER
which are subject to ECL assessment: AR
External Internal
Credit credit 12-month or
2018 rating rating life time ECL  Gross carrying amount
g 128 A =
—E-N\F HERIE BT EEFE 2HEHEEEFE REAE
HK$’000 HK$’000
T T
Financial assets at amortised costs
REBERAGTECERMEE
Accounts receivable B Low risk 12-month ECL 30,092
FEU AR 3% B KRk 128 BHEERE
CCC Watch risk 12-month ECL 241,383
cce BRER 12@AFEHEEHE
N/A Loss Lifetime ECL
credit impaired 655 272,130
NEA BiE 2HESHEERE
EERE
Note receivable CCC Watch risk 12-month ECL 70,952 70,952
e E & CCC BHERK 12AEHEEER
Deposits and other receivables B Low risk 12-month ECL 1,942
B RE b fEWFRIR B ERKR 1208 EHEERHE
CCC Watch risk 12-month ECL 132,600
ccc BREKR 12@ABEHEESE
N/A Loss Lifetime ECL
credit impaired 51,791 186,333
i A BE  2HESAECEER
EERE
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For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

FINANCIAL INSTRUMENTS (Continued) 6. T H =®m
FINANCIAL RISK MANAGEMENT SREREEBZERBEE (@)
OBJECTIVE AND POLICIES (Continued)
Market risk (Continued) 1% E bR (#)
Credit risk (Continued) EERf (&)
The following tables shows the movement in lifetime TRINTBREBUERER e REMmER
ECL that has been recognised for accounts receivable, HEREWRERRACEZHEREES
deposits and other receivables and note receivable: BEE):
Accounts receivable JE U BR 3R
Lifetime Lifetime
ECL
(not credit- (credit-
impaired) impaired) Total
EHEE 2HES
FEEE EEE#R
(YEEERE) (&HE) ‘st
HKD’000 HKD’000 HKD'000
FAT FET FTAET
As at 31 December 2017 RZZE—+F
under HKAS 39 +ZRB=+—8°
BERB L EREIR - 3,504
Adjustment upon application of [ F3 & 78 B 75 3k 45 “E Bl
HKFRS 9 FEOW 18 T 103,108 103,108
As at 1 January 2018 RZZE—-N\E—HA—H
~ As restated — 55| 103,108 106,612
Changes due to financial ER—A—-R@RALHMIA
instruments recognised BHEE:
as at 1 January:
— Transfer to credit-impaired -EAEEHE (1,509) -
— Impairment losses recognised ~ — 2 R (EE 18 28,711 36,028 64,739
- Impairment losses reversed —BREEREES (85,834) (85,834)
- Write-offs —Hh - (41,041) (41,041)
Exchange adjustments BE X 5% (1,771) (1,771)
As at 31 December 2018 RZZ-N\F
AR = — |5 42,705 42,705
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Deposits and other receivables

ST E @

tREREEAEREE ®)

5 B B (@)
EEE R (&)

me MHE YRR

Lifetime Lifetime
ECL ECL
(not credit- (credit-
impaired) impaired) Total
2HEH 2HEE
EEER FEER
(L|REERE) (FEHE) @t
HKD’000 HKD’000 HKD’000
FHT FTAT FHET
As at 31 December 2017 RZE—+F
under HKAS 39 +-RA=+—H
BEEBGTEREI95 - 13,259 13,259
Adjustment upon application of & B &8 BT 15 R 8
HKFRS 9 FOFERE 44,507 - 44,507
As at 1 January 2018 RZZE-\E—H—H
— As restated — K& 44,507 13,259 57,766
Changes due to financial R—A—BERemIA
instruments recognised BYEEH:
as at 1 January:
— Transfer to credit-impaired -EAEFEHE (9,347) 9,347 5
— Impairment losses recognised ~ — AR EE B 10,338 37,983 48,321
— Impairment losses reversed -BRERESE (20,396) = (20,396)
~ Write-offs —H - (13,259) (13,259)
Exchange adjustments BE X 58 % (957) (184) (1,141)
As at 31 December 2018 RZZE-N\F
+=-A=+—8H 24,145 47,146 71,291
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For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

FINANCIAL INSTRUMENTS (Continued) 6. @@ ITHE @

FINANCIAL RISK MANAGEMENT

tREREEAEREE ®)

OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Note receivable

15 B B (&)

EERERE (&)
e

Lifetime
ECL
(not credit-
impaired)
2HIEH
FEEE
(Y EEERE)
HKD’000
FHT
As at 31 December 2017 RZFE—tF+=A=+—H
under HKAS 39 REBEEEGERIEIR -
Adjustment upon application of FEFB & B B 75 R 25 22 R
HKFRS 9 FOIR1% R 9,635
As at 1 January 2018 R-_E—-N\F—H—H
- As restated — & 9,635
Changes due to financial R—HA—BERemIA
instruments recognised By
as at 1 January:
— Impairment losses recognised —BERBEBE 464
As at 31 December 2018 RZZE—N\E+=ZHA=+—H 10,099
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6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Accounts receivable are written off when there is no
reasonable expectation of recovery. Indicators that there
is no reasonable expectation of recovery include, amongst
others, the failure of a debtor to engage in a repayment
plan with the Group, and a failure to make contractual
payments for a period greater than 60-90 days past due.

Impairment losses on accounts receivable are presented
as net impairment losses within operating profit.
Subsequent recoveries of amounts previously written off
are credited against the same line item.

Liquidity risk
In management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group’s operations and mitigate the effects of fluctuations
in cash flows.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. The table includes both interest and principal cash
flows. To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve at
the end of the reporting period.

Neo Telemedia Limited P EFEEEEEFR LA

ST E @

tREREEAEREE ®)

5 B B (@)

EERERE (&)

& Ui BR AR I £ 5 T TR HAUR (31 B T LA
H-ARYEAEAHKENERERE
(EhB#E) BB A S EANE B ZEK
ENETE - B EA R B B B60290H
M RIRIEH A TR

FE W R SRR E B B 2R M 2 51
RRAE R RFRR - B M m 58 A 2 8
M BERAFFAR—IEE -

mEBE LR

EEERBECERNBEST ~A&H
CERYTHFEEERRENNRE R
ReFEMKY SAKENEERH
BeUBRERSRKBOTE-

TREMIBAEETESRAGER
TEHNNI MR -ZR VRS ERE
RAEBEARKEREENRT HHA
ABRREMEREERE - ZRHT
THEERAGRERE-WAERE A
FEREXR AIRMRSBEREBENRE D
RZAEBMBRFTHEGH -



FINANCIAL INSTRUMENTS (Continued)

Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

FINANCIAL RISK MANAGEMENT

OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Liquidity risk (Continued)

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve at

the end of the reporting period.

6.

ST E @)

15 B B (&)
REEzEE (&)

EREBRBMNERETERESRE -HHE
MERFHEE ARMBESBERERN
BERRMERFTESL -

tREREEAEREE ®)

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 5 years 5 years cash flow amount
nETS 157 150 E 2FRE EEES 3
BRA= FERER B2EUT BEEUT 5EL0E  HReREHE REAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FiET FiEx FET FiET TEL FET
At 31 December 2018 RZB-NE+ZA=t+-H
Non-derivative financial liabilities 374 ®BE &
Accounts payable E R - 130,622 - - - 130,622 130,622
Other payables and accruals L BERENT HE ) - 57,040 - - - 57,040 57,040
Bank borrowings BITER 5.02% 427,190 44,672 125,189 174,061 771,112 682,261
614,852 44,672 125,189 174,061 958,774 869,923
At 31 December 2017 RZB—tF+-A=+-AH
Non-derivative financial liabilities FITESRARE
Accounts payable R - 537,769 - - - 537,769 539,769
Other payables and accruals Hfth JE A FOE R ER FUR - 38,770 - - - 38,770 38,770
Bank borrowings RITHER 6.09% 123,255 - - - 123,255 119,800
699,794 ~ = = 669,794 698,339
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For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

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.
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

FINANCIAL INSTRUMENTS (Continued) 0.

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 E @)

AT
TEREERNPERRRAFEHELZ
ERIEZDN HREAFEITEE
BENRE-—MREFE=-

Level 1 Level 2 Level 3 Total
£-8K -t E=R @zt
HK$'000 HK$'000 HK$'000 HK$'000
THT THT FET THL
31 December 2017 “2-tF+=A=t-H
Assets EE
Financial assets at fair value AT EFAEZZ
through profit or loss TREE - 59,900 - 59,900
Liabilities af
Contingent consideration ERHARE
payable - - 30,000 30,000

There were no transfer between Level 1, 2 and 3 in both
year and period.

RMEFELRRE E—F F -8R
FE=R 2 AW B EE R -
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

6.

FINANCIAL INSTRUMENTS (Continued)

FAIR VALUE ESTIMATION

Some of the Group’s and the Company'’s financial assets
and financial liabilities are measured at fair value at the
end of each reporting period. The following table gives
information about how the fair values of these financial

ST E @

AT

AEBEARARRZEBNEREEL TR
BERBREPREQAFEFE-TX
AN MM EERZSEREERER
BEZAFE(LEEMEANMGER

assets and financial liabilities are determined (in particular, fir K s A1B) 2 BE#}e
the valuation technique(s) and inputs used).
Fair value as at
RTSIRBZ2ATE
Valuation
Financial assets 31 December 31 December  Fair value techniques and  Significant
and liabilities 2018 2017  hierarchy key inputs unobservable inputs
“E-0\E —E—tfF RERM R
tREEREE +ZB=+-B +ZA=+-8 AVEEBR TEHAE EXTUHEERAE
HK$000 HK$'000
TR TR

Financial assets - 59,900 Level 2 Quoted price for  Expected return of the investment

at fair value through identical assets by reference to similar products

profit or loss in market that in the markets

are not active

BATEFABRZ - 50,000 FE=# EREEE B2EMSRNERZ

PHEE JFERTIHH REERD G

HE

Contingent - (30,000) Level 3 Discounted cash  Derived using discounted

consideration flow method cash flow approach at a rate of

payable 18.22% (Note)
ENHARE - (30,000) H£=% BAREREE RI82% CHEFRURAS
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

FINANCIAL INSTRUMENTS (continued) 6. &@t TH s
RECONCILIATION OF LEVEL 3 FAIR FE=FAFEFTEZHRK
VALUE MEASUREMENTS
Contingent
Consideration
Payable
BNRARE
HK$'000
FET
At 1 January 2017 RZE—t&—H—H 44,350
Settlements BE (20,000)
Total loss in profit or loss BnAr EBREHE 5,650
At 31 December 2017 RZZE—t&+=ZA=+—8
and 1 January 2018 KZZ-N\F—-—HA—H 30,000
Settlements B (30,000)
At 31 December 2018 R_E-NF+-A=+—H -
REVENUE 7 Wk
Revenue represents the net amounts received and Wi AEBMINSIRP R EEYSIR
receivable for goods sold or services provided by the AR 2 B R UK GRIEF 5 - kKR
Group to outside customers, less returns and discounts RE -MkEEHEERIE-
and sales related taxes.
Disaggregation of revenue from contracts with customers EPAHNNRIEERNERIRBES D
by major products or service lines is as follows: Y
2018 2017
=Z2-N\F —E—+F
HK$’000 HK$’000
THER FAT
Sale of telecommunication products HEEME®R LIRS
and services 2,460,271 1,097,916
Internet finance platform EEEemITS 43,906 108,273
Others (Note) H At (F45E) 24,874 8,583
2,529,051 1,214,772
Note: Others mainly represent income arising from rental income, MieE: EMEZEREASWA - LELKA
brokerage income and software development service. R ERE 2 A -
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

7. REVENUE (Continued) 7. W o
2018 2017
—E-N\F —T—tF
HK$’000 HK$'000
FTEx FHET
Disaggregation by timing of revenue R R EREEE S -
recognition:
At a point in time SR 2,094,396 962,574
Over time Bi& B [ 421,572 245,199
Revenue from other source HEeRiRkas
— Rental income —fMe WA 13,083 6,999
2,529,051 1,214,772
8. OTHER INCOME AND GAINS 8. E A R Us
An analysis of the Group’s other income and gains for the AEBEFRNEMBARIKGE TR
years as follows:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FEx FHET
Bank interest income RITH BUA 35 147
Government subsidy AT R, 892 3,808
Other interest income E bR B U A 24,873 13,036
Recovery of debts from KEEHEME AR
disposed subsidiaries B - 11,516
Sundry income HIFUL A 405 369
26,205 28,876
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For the year ended 31 December 2018 #ZE — =

..r\AE\ﬁ%%EiEBﬁ*‘

—NEFZA=1—HILFE

IO KE 2R
SEGMENT INFORMATION 9. DEEH
Information reported to the board of Directors, being HRERDERDBERBFEMAESS
the chief operating decision maker, for the purposes (ANEBELERKEB)REZER &F
of resource allocation and assessment of segment RAR NS R 2 & mel ikis 2 A -
performance focuses on types of goods or services W RAREEABRER 2 A%
delivered or provided. This is also the basis upon which
the Group is organised and managed.
Specifically, the Group’s reportable and operating BERMES AEERBEEEVBRELE
segments under HKFRS 8 are as follows: B8R e A EMNEES BT
- Sale of telecommunication products and services -  HEEMEMEERBE
- Internet finance platform - HEEemFEa
The Group reportable segments are strategic business REBZAIZ2WMOBIEEIREE 2
units that operate different activities. They are managed KBS MESETEE AL - EEI E’\\% EKHEETR
separately because each business has different markets Fﬁ B BXRKTRZMBHEERE &7
and requires different marketing strategies. E®RHEIIEREE -
s e s
SEGMENT REVENUES AND RESULTS ﬁﬁ%ﬁ&%?ﬁ
The following is an analysis of the Group’s revenue and AE2{RLEDEE D2 AEE 2K
results by reportable and operating segments: mREESTOT
Sale of telecommunication
products and services Internet finance platform Others Consolidated
HEBRERREHR ERPERTA Hih EE
2018 2017 2018 2017 2018 2017 2018 2017
Z$-\f  “3+E  Z%-\F  “I-tF  Z®-NF  “I-+F Z§-\F  “ItF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR A% T#7 A% TR TR
Revenue [¢:3 2,460,271 1,097,916 43,906 108,273 24,874 8,583 2,529,051 1,214,772
Segment results PEEE (5,091) 34,343 (88,107) 29,482 (17,291) (3,932 (110,489) 59,893
Interest income FEMA 24,908 13,183
Gain on disposal of subsidiaries HEMBAR 2 Wax - 8,960
Recovery of debs from WEEHEREAR ER
disposed subsidiaries - 11,516
Other income and gain L N6 124 -
Share of results of joint venture EEAELEEE (194) (106)
Unallocated corporate expenses FRARAERX (40,846) (5,719)
Unallocated finance costs FAERERA - -
(Loss)/profit befors tax BHiA (ER) /aF (126,497) 67,727
Income tax (expense) a8 (F%) (498) (14,667)
(Loss)/profit for the year FR(EE) /af (126,995) 53,060
Note: Others represent other operating segments that are not MisE: EMbigHEMEE D RIBEEBUH
reportable segments under HKFRS 8, which include HEBFESRWIFRAIZWMNOE B
logistics related business, insurance brokerage and EYRARBER  RBRELE REF
software development business. BRI
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For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

9.

SEGMENT INFORMATION (Continued)

SEGMENT REVENUES AND RESULTS
(Continued)

Segment revenue reported above represents revenue
generated from external customers. There was no
inter-segment sales in both year. 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.

SEGMENT ASSETS AND LIABILITIES

The following is an analysis of the Group’s assets and
liabilities by reportable segment:

Sale of telecommunication

\
N

DIEER (#)
THEREREE (®)

g

ERzABREEREINPEFZ
HﬁZAMMIEV*ﬁE EDFRRIE o
’\*EZQquBZﬁﬁE'EWESﬁﬁLZ$‘EEI

SHBREER - D EEEERESHE
Zmﬁ“JIEﬁE WS EFBWA -
RITHER EEWE RBEKA I

T BRAEEDEREFEmMAEER
BERREBEITERZI T E°

TREERER

AEEBI 2R EEREEA
mT

products and services Internet finance platform Others Consolidated

HESAERREHE HH@EERTA Hit Fxs)
2018 2017 2017 2018 2017 2018 2017
—2-N\f ZE-tF ZB-N\f C—I-tF ZB-N\f —T-tf ZB-Nf CIT-tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER T TER FiEn TER FiEn TET TiEn
Segment assets AREE 2,183,656 2,257,828 17,034 112,892 26,698 26,994 2,227,388 2,397,709
Unallocated corporate assets FARDAEE 90,849 107,755
Consolidated assets GREE 2,318,237 2,505,464
Segment liabilties HERE 933,235 792,226 43,153 49,732 11,239 13,334 987,627 855,292
Unallocated corporate liabilities FRARDAAE 4,996 3,430
Consolidated liabilities GARE 992,623 858,722

For the purpose of monitoring segment performances and
allocating resources between segments:

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

o 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).
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

SEGMENT INFORMATION (Continued)

OTHER SEGMENT INFORMATION

Sale of telecommunication
products and services Internet finance platform Others Unallocated Consolidated
HERAERRRH ER@SRYA £t 9B &a
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
8N\ T-tF Z¥-Nf Tt Z®-\F “E-+F Z®-\F  CF-tF C®-NF Rt
HKS'000 HKS'000 HKS'000 HK$000 HK$'000 HK$ 000 HKS$'000 HK$000 HKS$'000 HKS$ 000
TEn Titn Fin Tk F#n T T#n TEn TEn Thn
Amount included In the measure of HEABZEFAEN
segment results
Capital expenditure 893,625 195,182 829 740 3,350 6907 14 164 897,818 202,993
Depreciation of property, plant and equipment  #15 31,116 14,236 1,372 1.211 6,489 2,847 1,860 1,890 40,837 20184
Amortisation of intangible assets 34,380 33,494 2,445 2459 314 2% - - 37,139 36,188
Amortisation of prepaid lease payments 864 616 - - - - - - 864 616
Impairment loss on goodwil 50,000 - 13,904 - - - - - 63,904 -
Impairment loss on inangible assets IEfAE - - 14412 - 9471 - - - 23,883 -
Credit loss (reversal)/expenses/impaiment loss 3% % :
recognised in respect of financial assets SREERTL
carried at amortised cost EEEE(EE) /
R/ AERE (26,562) 3,260 32,885 - 414 - 557 - 7,294 3,260
Capital expenditure for the year ended 31 December 2017 HE_T—+F+-_A=1+—HILEFE
includes additions of an insurance brokerage license and MNERAHAZBRERBELERBRNTE R
prepaid lease payments, amounting to approximately TR ERIBE D 54 A1,568,000/% T
HK$1,568,000 and HK$41,099,000 respectively. 241,099,000/ 7T °
Capital expenditure for the year ended 31 December HE-_ZT—N\F+-A=1+—HLEFE
2018 includes acquisition of assets through business WEARSZBREEREBEH CEENR
combinations and prepayment for property, plant BEME WMELEEBE2EMNKIES
and equipment of approximately HK$7,000 and 47 /7,000 7T K& 748,646,000/ JT ©
HK$748,646,000 respectively.
Amounts regularly provided to the chief operating decision FEHREHTEIELEAREETIEER
maker but not included in the measure of segment results DHEEBIOBREESAENSE:
or segment assets:
Sale of telecommunication
products and services Internet finance platform Others Unallocated Consolidated
HERAERRRH EBESRTA it #5E &8
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
“$-\f  “T-F BN CRtF ZR-\F  “E-tF  ZB-NE R+ B\ CEtF
HKS'000 HKS'000 HKS'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$ 000 HKS'000 HKS$ 000
TER Titn Fin FER Fn FER T#n TER TEn TER
Interest income 21,188 10,660 3 2P - 2 N7 249 24,908 13,183
Finance costs 7,726 3,884 - - - - - - 17,726 3,884
Income tax (expense)/credit R (A% /£8 (6,314) (5,834) 5,399 8871) 32 38 9% = (498) (14,667)
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9. SEGMENT INFORMATION (Continued)

Information about major customers FEXPZEHN
Revenue from major customers of the corresponding year RBBEFEEAEEENEBIR10% 8
contributing over 10% of the total revenue of the Group REFEEP2KENAT:
are as follows:
2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FTEx FHET
Customer A XPEA 771,413 134,184
Customer B'? ZEFB? 771,461 -
1,542,874 134,184
1 Sale of telecommunication products and services. L HEESMERRRB -

e No information on revenue for prior year is disclosed for
this customers since it contributed less than 10% to the
Group’s revenue for the year ended 31 December 2017.

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.
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For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

SEGMENT INFORMATION (Continued) O

Geographical information (Continued)

The Group’s revenue from external customers and
information about its non-current assets by geographical
location are detailed below:

DREER (#)

=& R (|

R E Sy AEBKREIBEE 2K
SREBHEETHEE ERERD
—|? 3

Revenue from

external customers

Non-current assets*

REMBEFHBA FRBEE"
31 December 31 December
2018 2017 2018 2017
ZB-N\E “BtF
“E-N\F —T—+% +ZA=t-H +ZH=t—H
HK$'000 HK$'000 HK$’000 HK$'000
Tz T TR THT

Name of the region g%

Hong Kong e 1,595,602 699,037 62,810 189,430
The PRC (excluding Hong Kong)  # Bl (R81EE#) 933,449 515,735 1,737,644 1,000,589
2,529,051 1,214,772 1,800,454 1,190,019

*

Information about the Group’s non-current assets, other
than interests in an associate and a joint venture, and
deferred tax assets, is presented based on the geographical

* BREAKEZERSEE (RN — R
BRBEINAEREZESEARRER
BEEBRIN ZENDNREE 2R

location of the assets. FbaE27I0
FINANCE COSTS 10. B & B AR
2018 2017
—E-N\F e
HK$’000 HK$'000
FTEx FAET
Bank loan interest expenses RITERFERX 19,641 3,884
Less: Capitalised in construction in B ERYE - -HE R
progress under property, plant REHE N RRE
and equipment (11,915) -
7,726 3,884
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

11. INCOME TAX EXPENSE

1. FIEFREX

2018 2017
—E-N\E —T—tF
HK$’000 HK$'000
FTEx FHET
Hong Kong Profits tax BEEFIEH
— Current tax — B EATR IR 2,394 3,980
— Under provision for prior year - BAEFERETR 1 331
2,395 4,311
PRC Enterprise Income tax PR ETER
— Current tax —BNEARL A 7,706 18,735
— Over provision for prior year —BAEFEBEREE (988) -
6,718 18,735
Deferred tax EERIE (8,615) (8,379)
Total income tax expense FiiEBiAs B 498 14,667

For the year ended 31 December 2017, Hong Kong Profits
Tax was calculated at 16.5% on the estimated assessable
profits. On 21 March 2018, the Hong Kong Legislative
Council passed the Inland Revenue (Amendment) (No.7)
Bill 2017 (“Bill”) which introduces the two-tiered profits tax
rates regime. The Bill was signed into law on 28 March
2018 and was gazette on the following day. Under the
two-tiered profits tax rate regime, the first HK$2,000,000
of profits of the qualifying group entity will be taxed at
8.25%, and profits above HK$2,000,000 will be taxed at
16.5%. The profits of group entities not qualifying for the
two-tiered profits tax rates regime will continue to be taxed
at a flat rate of 16.5%.

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 P EFEEEEEFR LA
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For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

11. INCOME TAX EXPENSE (Continued) 1. FTERHE X @)

The income tax expense for the year can be reconciled to FAFGHAYEGAESREME2E
the (loss)/profit before tax per the consolidated statement W KRABRER (BB 5 F ke
of profit or loss and other comprehensive income as T

follows:

2018 2017
—E-N\E —E—+F
HK$’000 HK$’000
FTEx FHT
(Loss)/profit before tax BrEi AT (B1B) RF (126,497) 67,727
Tax at domestic income tax BEBRVAERES G
rates applicable to profits in ERMARM TSR X
the respective jurisdiction (note) ETE AR IE (M) (33,286) 8,478
Tax effect of share of results JElEEaEEEE
of joint venture k-2 (29) (16)
Tax effect of expense not deductible EF T E AR
for tax purpose MY BBrE 31,723 20,319
Tax effect of income not taxable for BT S HERD
tax purpose WA Z B2 (7,292) (18,622)
(Over)/under provision for prior year BEFE (BERE)
BETR (987) 331
Tax effect of tax losses not recognised RERVMIEBBE BB E 10,445 4,249
Tax effect of deductible temporary RERAMBERERE L
differences not recognised Bzl (76) (72)
Income tax expense for the year FRAABMRAS 498 14,667

Mia: AR ARERSETR B ERRLE
E BIEYKRER 2B RIRE @R
BELERE R 2 PR R E -

Note: As the Group operates in several different jurisdictions,
the tax rate applied in the tax reconciliation represents the
weighted average domestic tax rates of the individual tax
jurisdiction.

Details of deferred tax are set out in Note 34. BRIETIE 2 5 H M 5E34 ©
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

12. (LOSS)/PROFIT BEFORE TAX 12. BRBiLRT (E18) & fl
2018 2017
—E-N\E —T—tF
HK$’000 HK$'000
FET FAT
(Loss)/profit before tax has been arrived & & AT (E18) % 7
at after charging: EHBRIATEIE:
Staff costs, including directors’ BINA BiEEEHE
remuneration (Note 14) (FfF5E14)
— Salaries, wages and other benefits e TENREMETR 48,069 36,476
— Contributions to retirement —RIREFIET 5K
benefits schemes 3,409 3,122
Total staff costs 8 TR 51,478 39,598
Depreciation of property, Y BB REEITE
plant and equipment 40,837 20,184
Amortisation of intangible assets m A EHE 37,139 36,188
Amortisation of prepaid lease payments T8 1< 0 & kI8 # £ 864 616
Credit loss expenses/impairment loss PIRE ARG E 2
recognised in respect of financial assets & Bl & EMR
carried at amortised cost EEEEMAY REEE 7,294 3,260
Impairment loss recognised MEFEERRZBARISE
on intangible assets (Note 22) (Mf3E22) 23,883 =
Impairment loss recognised PEERERIREERE
in respect of goodwill (Note 21) (MF3E21) 63,904 =
Write-off of property, plant and equipment Hfil§547 % - = M & & 253 =
Equity-settled shared-based PR E AR D A
payment expenses AWM KA 17,202 =
Auditors’ remuneration Z BB &
- audit service — B ZIRE 1,080 1,160
— non-audit service —JEFZRTE 150 120
Minimum lease payments under operating HHHY % 2 K EHEH
lease in respect of rented premises HIERB SR 23,720 9,797
Cost of inventories recognised as expense B R AR Y 2 FEK A 1,967,537 783,427
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13. (LOSS)/EARNINGS PER SHARE 13. Bi% (E518) /&F
The calculation of the basic and diluted (loss)/earnings per ARAREEABLFASRERNREE
share attributable to owners of the Company for the year (B18) /BA RN TEEAE
is based on the following data:
2018 2017
—E-N\F —+F
HK$’000 HK$'000
FET FHET
(Loss)/profit for the year attributable to KARHE AEBGFEA
owners of the Company and (loss)/profit ~ (E1#E) /& F & AR
for the purpose of basic and diluted AAEERERREE
(loss)/earnings per share (B8] /&8Mz
(B#B) & (84,425) 40,905
2018 2017
—E-N\EF —E—+F
’000 ‘000
F B T &
Weighted average number of ordinary RARFTEERERETZ
shares for the purpose of basic T BRI T8
earnings per share 9,523,608 9,628,844
Effect of dilutive potential ordinary shares: Bt #g L@k s w2
Share options i xR = 7,196
Weighted average number of ordinary RARETESRES
shares for the purpose of diluted (E18) Rz
(loss)/earnings per share B A2 9,523,608 9,536,040

The computation of diluted loss per share for the year
ended 31 December 2018 does not assume the exercise
of share options since it would result in an anti-dilutive
effect on loss per share.

BE_Z-N\F+t-_A=1+—HLFE
ZEREBEERFEYERRE TEKR
REGTRE RESESERHESRER
EERBEZE -
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13. EARNINGS/(LOSS) PER SHARE (Continued)  13. IR & F|, (Ei8) (@)

The computation of diluted earnings per share for the year HE-_ZT—+F+-_A=+—BLFE
ended 31 December 2017 did not assume the exercise of ZEBRBERBFFEERRE TER
certain share options since the exercise prices are higher EETE RAATEFEESRFHMS
than the average market price. Be

14. DIRECTORS’ REMUNERATIONS 14. E E

188

2018 2017
“B-N\E it S 3
Salaries, Contributions Salaries,  Contributions
wages  Share-based to retirement wages to retirement
and other payment benefits and other benefits
Fees benefits expenses schemes Total Fees benefits schemes Total
He IR HRORER BHREA % IBR RKER
Names of directors j £3:3 ik HER  WEREX SEHR At we 8 FEHR @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThEL TER ThEx ThEL TEL FiET FhEL ThEL TR
Executive directors: H7ESE:
Mr. Zhang Xinyu (Note ¢) RIFEAE (Hitc) 40 1,159 382 24 1,605 60 1,085 36 1,181
Mr. Cheung Sing Tai REREE 240 1,304 1,145 36 2,725 240 1,645 36 1,821
Mr. Xu Gang REEE 120 256 382 12 770 120 244 10 374
Mr. Tao Wei (Note a) BREE (Hika) 120 355 382 = 857 63 338 - 401
Mr. Zhang Bo (Note @) FoREE (Hita) 120 251 382 12 765 63 203 10 276
Non-executive director: FHTES:
Dr. LIE Haiguan (Note b) 5ligRAL (fitb) - - 573 - 573 - - - -
Independent non-executive BUFUTES:
directors:
Ms. Xi Lina EBfat 144 = 64 o 208 144 S S 144
Mr. Huang Zhixiong BEBEE 132 - 64 - 196 124 - - 124
Mr. Zhang Zihua RFERE 180 - 64 - 244 172 S - 172
1,096 3,325 3438 84 7,943 986 3415 92 4,493
Notes: F =
a) Appointed on 22 June 2017 a)

b) Appointed on 31 May 2017
C) Resigned on 31 August 2018

Neo Telemedia Limited P EFEEEEEFR LA



14,

15.

Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

DIRECTORS’ REMUNERATIONS

(Continued)

Mr. Cheung Sing Tai was also the chief executive officer of
the Company and his emoluments disclosed above include
those for service rendered by him as the chief executive
officer for the years ended 31 December 2017 and 2018.

There was no arrangement under which a director waived
or agreed to waive any emoluments in respect of the year
ended 31 December 2018 (2017: nil).

During the years ended 31 December 2018 and 2017,
no emoluments was paid by the Group to the Directors
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 (2017: two) were Directors whose emoluments
are included in the disclosures above. The emoluments of
the remaining three (2017: three) highest paid individuals
during the year were as follows:

14,

16.

EEHH

(%)

REREETERARAITEHRER
NBRBEZHFMERARBE_F
—+tEFR_E-N\F+A=1+—H1t
FREEEITHRASIRMRBEOE -

B2 \E+-_A=+—HItHF
B -BMEEENEXRENEETMANE
R (ZE—LF ) -

HE_Z—N\FEkZZFT—tF+=A
=+ —BALEFE-AKBEUERESE
MEEME  EAMARKEMALREER
B RENSIE AR EE -

= L )

EX (=1 37

N

fERIA=L

AEERERSFMENALTA ME
(ZE—tHF MBREFT RFZH
MER EXHE-FR - HBE=2(=F
—tF:ZR)ESFMENALZH
BT

2018 2017

—E-N\E —E—+tF

HK$’000 HK$’000

FE T THET

Salaries, wages and other benefits Fe IELKEMER 2,545 2,301
Contributions to retirement RARTE M FT B3R

benefits schemes 54 44

2,599 2,345
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15. INDIVIDUALS WITH HIGHEST
EMOLUMENTS (continued)

The emoluments of the remaining three (2017: three)
highest paid individuals fell within the following bands:

15.

&R A £ )

E_\i-'_ N
B e o ot

H#p=2(ZFT—tF : =ZR)5=FM
ERALZHMATATERENA

2018 2017
—E-N\F —E—tF
Emolument bands g E
Nil to HK$1,000,000 £ %1,000,0007 7T 2 2
HK$1,000,001 to HK$2,000,000 1,000,001 L&
2,000,000/ 7© 1 1

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 (2017:
Nil).

At 31 December 2018, the Directors 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

No dividend was proposed during the year ended 31
December 2018, nor has any dividend been proposed
since the end of the reporting period (2017: 0.38 HK cent
per ordinary share).

During the year ended 31 December 2018, final dividend in
respect of the previous financial year of 0.38 HK cent per
ordinary share, in an aggregate amount of HK$36,184,000
was approved and paid.
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AL EAME  FAIMALEMA
AEEEZZRAFELAERMBE(ZF
—tEFE)-

RIBE-NFE+-_A=+—RH E=E=R
BEARRBRESFABRE -G
BEREZABINEFSRE [BRE
a8l —BR RS K EE

L)

BERBE_ZT—-N\Ft+_-_A=1+—H
EFEERRMNRE  BREHRET
BERBKNEARE(ZE—tF: 8
P% & 38 A%0.387E Il ) -

REEZZT—N\F+A=+—HItF
E EHAEREKNEEBEVREEZ
REE B Z IR E @R8N 258 A
36,184,000 7T ©
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For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

17. PROPERTY, PLANT AND EQUIPMENT  17. W2 - [ E N &E

Data center

Leasehold Office Furniture Motor Traffic and  Construction
Building: p i and fixtures vehicles signboards machinery in progress Total
EELIN
By HENELE BOERE BRREE RE RBETR HE ERIR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FiET FiT FhL TEL FiET FiL ThL FiEL
Cost
At 1 January 2017 87,555 11,627 24,728 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
Addtions 7,238 6,237 5713 255 5276 - 30,000 104,698 160,326
Transfer from construction #afRIE
in progress - 786 - - - - 212,991 (213,777) -
Disposal of subsidiaries (Note 38) & B 22 7] ( Hiz£38) - - (14,117) (506) (398) (22,058) - - (37,079)
At 31 December 2017 and T e N =
1 January 2018 k=E-\%¥-H-8 101,512 19,726 19,468 4,540 14,888 - 351,646 111,215 622,995
Exchange realignment EXRE (4,999 (974) (1,122) (206) (719) - (17,732 (10,959) (36,711)
Additions RE S 3,693 4111 481 604 = 5,784 134,492 149,165
Acquired on acqisition of KENBLAAREE
subsidiaries - - 7 - - - - - 7
Transfer from construction HEERIR
in progress - - - - - - 4,883 (4,883 -
Capitalisation of borrowing cost & At (& A A - - - - - - - 11915 11915
Written-off k] - (458) (170) - - - - - (628)
At 31 December 2018 RZE-NE+ZA=1+-8 96,513 21,087 22,294 4815 14,773 = 344,581 241,780 746,743
Accumulated depreciation RHERRE
and impairment
At 1 January 2017 —t-A-B 1,380 2,447 15,000 1,778 592 21,813 - - 42,980
Exchange realignment EXRE 351 303 2,334 % 181 245 326 - 3,835
Provided for the year FREE 4,064 3,734 3716 439 2,983 - 5,248 - 20,184
Disposal of subsidiaries (Note 38) i1 it B2 &l (Fliz£38) - - (14,043) (505) (398) (22,058) - - (37,004
At 31 December 2017 and T e e =
1 January 2018 k=%-\%¥-A-H 5,795 6,454 7,007 1,807 3,358 - 5,574 - 29,095
Exchange realignment EXRE (750) (376) (6527) (107) (282) - (1,148 - (3,190)
Provided for the year FREE 4,569 4413 4,621 1,102 3,595 = 22,537 5 40,837
Written-off k] - (315 (60) - - - - - (875
At 31 December 2018 E-\%+-A=1+-H 9,614 10,176 11,04 2,802 6,671 - 26,963 - 67,267
Carrying values REE
At 31 December 2018 RZB-NF+=B=+-A 86,899 11,811 11,253 2,013 8,102 & 317,618 241,780 679,476
At 31 December 2017 $-t5+t-A=1+-A 95,717 13,272 12,461 2,733 11,630 - 346,072 111,216 593,000
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

18. PREPAID LEASE PAYMENTS 18. BN FHETKIA

Prepaid lease payments represent 50-year land use rights ENHAERBER_EStF— AZH
in the PRC expiring from January 2067. This payment is Z A IZSOiiﬂﬂ@ﬁﬁﬁé"Ex HIE R
recognised as an expense over the leasehold period. THEBERAMS -

HK$’000

FHET

At 1 January 2017 —Z2—+&—H—H -
Addition of prepaid lease payments ?Eﬁf EFIEE M 41,099
Amortisation of prepaid lease payments FENHEERIBEEE (HiE12)

(Note 12) 616)
Exchange alignment bE R 2,468
At 31 December 2017 and 1 January 2018 R-E—+E+-A=+—HE

—ZE—N\F—AF—H 42,951
Amortisation of prepaid lease payments AR ERE#E (ME12)

(Note 12) (864)
Exchange alignment ME 3, o8 (2,033)
At 31 December 2018 R=-EB-NE+=-H=+-—H 40,054
Analysed for reporting purposes as: HBEMS 2D

HK$’000

FHET

Non-current assets ERBEE 39,189
Current assets (included in prepayments, S ATERT IR - 1= e KA A EIRIE 2

deposits and other receivables) mENEE 865

40,054

Medium-term lease FHIEE 40,054

19. INTERESTS IN AN ASSOCIATE — A E R A 2w

Year ended Year ended

31 December 31 December

2018 2017

Bz HE

—E-N\E —T—tF

+=A=+-B +=ZA=t+—A8

LEE HFE

HK$’000 HK$'000

FEx FET

Cost of investment in an associate

Unlisted (L)
Share of post-acquisition loss and 1L g 12 B51E &
other comprehensive income EteERE

R E R EREKA

Neo Telemedia Limited P EFEEEEEFR LA



Notes to the Consolidated Financial Statements

19. INTERESTS IN AN ASSOCIATE (Continued)

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

At 31 December 2018 and 2017, the Group had interest

in the following associate:

ii9):

R—EEE QT 2R )
R—_ZE—NER-_ZT—+tF+_-A
=t H XEBRUTHBEAREAS

aE N/

M

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
BHRERA ARERECRT
.52 BERGEN RI/ARER ETEEHY RAEE RAZEELH BEREELS TEXK
2018 2017 2018 2017
ZB-\f ZZ-tF ZB-\F _—EF-tF
ERREEEEHE  Ondinary PRC PRC S - = 40% 40%  Applications of Cloud
BRAF (Note) Computing and
e-commerce business
BRRAHEE LRk HE HE EHERAR
ERAR (M) ETHER
Notes: BfEE

BERBEIEEFE AR AR was incorporated during the
year ended 31 December 2015. Up to the date of this report,
the Group has not completed the capital contribution, for details,
please refer to Note 40 for the amount of capital commitment.

The associated company has no operation since its incorporation.

ERRPHEBEFEERAARBE_Z
—AFT A=t HULEFEFEMKLE
ERAREAH FAEENKRTHIE BFH
BARRE 2B FE  FLHEMEE40-

B nm g M R AR -

20. INTERESTS IN A JOINT VENTURE 20. R—EEaEhbxER
Year ended Year ended
31 December 31 December
2018 2017
8ZE BHE
—E-N\F —E—tF
+=ZA=+-H +=ZA=+—H
LFE HFE
HK$’000 HK$'000
FTHERT FAT
Cost of investment in a joint venture, R—BaErEL
Unlisted BB (FE L) 469 575
Share of post-acquisition loss and FEIE B & 1R )
other comprehensive income Hi 2wz (194) (106)
Exchange realignment BE 3, B (5) -
270 469
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

20. INTERESTS IN A JOINT VENTURE

(Continued)

Details of the Group’ joint venture at the end of the
reporting period is as follows:

R—EEE L ERER &)
RIREER AEEA SR Y BN
—F :

Nominal
Country of Principal value of
Class of incorporation/ Place of paid up issued  Proportion of ownership interest Proportion of
Name of entity shares held registration operation share capital held by the Group voting power held Principal activities
4RBERT rEEEREL
ERER KERGEN  HY/EMER  TEEENY RAEE FEERERLA RERERUA TEXH
2018 2017 2018 2017
“g2-\f ZF-tF ZB-N\f CT-tF
BAYREEAER  Odnay PRC PRC RMB5,500,000 51% 51% 51% 51%  Provision of
BRAF(Noteiand i) IDC senvices
ERRREEAEN  EER hE ket AR 5,500,007 51% 51% 51% 51% REEBBEETLRE
BRAF (Hiki)
Notes: Bt &E

Neo Teleme

On 19 June 2018, 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 & h 3 RENE AL R A
[R 2 &l for the joint investment in the development of data
center business in the energy industry. /&% & B /8 A&
#LABR A 7] was incorporated on 18 August 2018.

The Group holds 51% of the issued share capital and has
appointed 3 out of 5 directors of ;&M REE & X &K
BRAT(“EHER"). However, under the Cooperation
Framework Agreement, passing any board resolutions
requires two-thirds of the votes from the directors of )&
EREHERE R B A R The Directors consider that the
parties to the Cooperation Framework Agreement agree to
share control over /@M% &, i.e. decision about activities
of BHERE requires unanimous consent from the other
party. As such, the investment in )& H 2% & is classified as
a joint venture.

dia Limited PEHFEFEBEFRLA

RZB-NFERA+ILB BERHE
BPHERARAR ((ERFE]) (B
RAEZHARFBEBEBILSOE
H) B E SR EERAR ([H
BRI ZEEEESIEERBHR
(IEFEERBE]) RIESEER
W% ERE SRR EHEZKLE
HERFEREMBRAE ALR
RERTEREERBBEHLER-
BHERFHSREMNBRARANR_-Z
—NFENA+NBZEMAKL

AEEZEEHEREESRNEREA
BAor([BaBgERDERTRAZ
51% WEEZERAELBEEEP=ZEZ AR
i RIREEIER R ®  HWEESR
FRHBALSHEREBRENEGR
AEINBREMFERAEN =028
B-BERE AEEEBETNAH
ENEEMBRIESNE DEEE
R RAEBES ZATANESE S —
BEE-A REhERZEESE

BABNE-



Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

20. INTERESTS IN A JOINT VENTURE

(Continued)

The summarised financial information in respect of the

Group’s joint venture is set out below:

oA M R R M A

N\ 2

20. R—TElI & 1R (&)

BRAAKRERECXMBER ZBME
BT

Year ended Year ended

31 December 31 December

2018 2017

B=E H=

—g-N\E Tt

+=—B=+—H +=—A=+—8H

ILFE IEFE

HK$’000 HK$’000

FTEx FHET

Total assets BEE 6,833 436

Total liabilities =R (1,150) (57)

Net assets BEFRE 5,683 379
Group’s share of net assets of REEEGEEERE

the joint venture BEESE 2,898 193

Total revenue U 4,875 -

Total loss for the year FREELR (380) (208)

Total comprehensive loss 2 HEELR (380) (208)
Group’s share of loss and FAREEEGLE S

other comprehensive loss of TrEIZEER
joint venture for the year Hih2HEEE (194) (106)
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

21. GOODWILL 21. &
HK$’000
FAET
Cost RS
At 1 January 2017 R-—ZE—+H&—HF—H 1,094,020
Disposal of subsidiaries (Note) HEMBRAR (M) (711,429)
At 31 December 2017, 1 January 2018 and R=Z—+&+=-HA=+—H "
31 December 2018 —E-N\—A—HERE
—E-NF+=ZA=+—H 382,591
Accumulated impairment RiRE
At 1 January 2017 R-ZTE—+tF—H—H 898,881
Disposal of subsidiaries (Note) HEMBRAR (M) (711,429)
At 31 December 2017 and 1 January 2018 R_-Z—tF+-_A=+—HK
—E-NF—HA—H 187,452
Impairment loss recognised for the year FAEERBEERE (MFF23)

(Note 23) 63,904
At 31 December 2018 R-ZZE—-NF+=ZA=+—H 251,356
Carrying values REE
At 31 December 2018 R=Z2-—NF+=B=+—H 131,235
At 31 December 2017 RZE—tF+=-A=+—H 195,139
Note: Mok -

During the year ended 31 December 2017, goodwill was HE_Z—tF+A=+—RHLFE A
derecognised upon disposal of Easy Ray Limited. For details, & Easy Ray Limited BUB #REZ - BEF
please refer to Note 38(b). & 2 MW EE38(b)

Neo Telemedia Limited P EFEEEEEFR LA



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

22. INTANGIBLE ASSETS

22. BB E

Contracted
and Lottery
Wireless uncontracted software Technical Internet
network customers development Computer know how finance
platform relationships system software technology License platform Total
BIKR
RiTHZ ¥ERH
E5laTe EFBE LEEY H L Rl FUR  ER@EETA #t
HK$'000 HK$'000 HK$000 HK$000 HKS'000 HK$ 000 HKS'000 HK$ 000
Fitn TEn Fitn T Titn T Thn T
Cost HE
At 1 January 2017 RZF-t§-5-H 20,717 536,096 894 S 67,077 15,882 23939 664,605
Addtions wE - - o 9,022 - - - 9,022
Acquired on acquistion of RpE-EHEAAMEA

a subsidiary (Note 37(d) (Hisr37(d) - - - - - 1,568 - 1568
Disposal of subsiclaries HERBAT (Hitss)

(Note 3) - (185,920) - - (67,668 - - (253,588)
Exchange aignment Eifg 1484 - 64 562 591 - 63 2764
At 31 December 2017 and R-E-tE1t-A=t-BR

1 January 2018 —Z-\§-A-H 22,01 350,176 958 9,584 S 17,450 24,002 424311
Exchange alignment EXAR 1,094) - [ (472 - - (46) (1,659
At 31 December 2018 RZF-NE+ZA=+-H 21,107 350,176 M 9112 S 17,450 23,956 42,112
Accumulated amortization R RERAE

and impairment
A1 January 2017 RZE-+£-f-R 20,717 252,692 894 - 67,077 1,957 4210 347,547
Provided for the year FRERE - 31,837 - 69 - 1,823 2459 36,188
Disposal of subsidiaries (Note 36) HERBAR (k) o (185,920) S = (67,668) = - (253,588)
Exchange aignment EffE 1484 - 64 4 591 - 2 2,165
At31 December 2017 and RZZ-tE+ZR=+-BR

1 January 2018 —I-)\§-A-A 2,01 98,609 958 73 S 3,780 6,691 132,312
Impaiment for year EMEE - - - 8451 - 1,020 14,412 23,883
Provided for the year FREE - 31,837 - 955 - 1,902 2445 37,139
Exchange alignment Efag (1,094) = (47 (367) - - (22 (1,630)
At 31 December 2018 WZE-\F+ZA=1-A 21,107 130446 n 9112 - 6,702 23,526 191,804
Canying values KAE
At 31 December 2018 RZB-NE+ZR=1-B 5 219730 = 5 = 10,748 430 230,908
At 31 December 2017 RoB-tF+-A=+-A - 251,567 - 9511 - 13670 17311 292,059
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

22. INTANGIBLE ASSETS (continued)

The above intangible assets, other than brand name
and distribution network, have finite useful lives. Such
intangible assets are amortised on a straight-line basis
over the following periods:

Wireless network platform 5 years

Contracted and uncontracted customer 4-10 years
relationship

Lottery software development system 3 years

Exclusive rights on purchase and sale of 3.25 years

satellite communication equipment and
related services and trademark

Technical know how technology 10 years
Computer software 3-5 years
License 5-10 years
Internet finance platform 5-10 years

During the year ended 31 December 2018, in view of
the uncertainties and risk factors of the internet finance
platform in the PRC, such as changing government policy
to monitor online lending in the PRC, the management
conducted a review on the recoverable amounts of
the Group’s internet finance platform. As a result, an
impairment loss of HK$14,412,000 was recognised in
respect of the abovementioned assets.

In view of the uncertainty of the business of insurance
brokerage service and software development, the Group
has concentrated its focus on IDC in the current year.
Given the uncertainty of the business and the change
in Group’s focus, it is expected that the original cash
generating unit will not generate any cash flows in the
future. As a result, the management has decided to
provide a full impairment of approximately HK$9,471,000
the relevant intangible assets during the year ended 31
December 2018.

Neo Telemedia Limited P EFEEEEEFR LA

22

‘B EE (5)

B atEhk o Hls A EBEE
EZARAFHAR RERBVEETIA

HIRERA T FE#
mEMEETE 5%
ERTHARKRETHZ 4-10%
BEFPBIE
RS RS 3%
BEEFERAR 3.25%
AR BB IRTS MR
BRI
&%ﬁ 104
EH G 3-5%
EEl:) 5-104F
EBMemTEs 5-104F

BE _Z—)\H+_A=+—8I%F
B EXFHEEHEeRTa 2T EE
MR REREE (R EEEERE
EMZERNBER) EEEHAEH
EfemFenm e emE TR
oA B EERRBEEIE
14,412,000/ 7T ©

ERREBELIRSE REHREETD
THREYH TEBRAFENELAE
REBHSEFT L EREBNTHET
MEREEEONER BHRRESE
E%LL?HT\ FE{ET—J*XEEEEM o &
 REBEE-E—N\F+_H=1+—H
FEE EREATCHEEERLEED
9,471,000/ LA B FH B BB o



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

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

o 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

o Sale of telecommunication products and services
Million Ace Group

o Sale of telecommunication products and services
Guangzhou Nowtop

° Internet finance platform business — Avatar Wealth

° Insurance brokerage service — Qianhai Wealth

23.

BENELEEZRER
A

LB E RIS - MY szt R M k22 &
AEARAEAFHNHERELEED
PEEATRSELEMAR:

s BREEBEEERF-ExEKH

e HEEAEMERB-FTEHEER
e

e HEEHAEMMRBE-EAEKH

e HEEAERERB-HEED
]

e HEESHERMARBE-BXNEH

s HEESHAERARE-EMER

e EMPERISEH-MWAEM
=

o RERELIRT—AIEER
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

23. IMPAIRMENT TESTING ON GOODWILL 23. & R\ EE 2 BE A

AND INTANGIBLE ASSETS (continued) = (&)
The carrying amounts of goodwill (net of accumulated FmEZERE (HNEKRARFTREEE) S
impairment losses allocated to these units are as follows: BLZ=E T3 8BAL:
31 December 31 December
2018 2017
—e-NE T tf
+=ZA=+-H +=ZA=+—H
HK$’000 HK$'000
BT FHET
Transmedia advertising services SR A S RS
— Ease Ray Group -En&H - =
Sale of telecommunication products and SHE BIMEmIRS
services — China Wimetro Group —HBEEEN TS - -
Sale of telecommunication products and SHE BIMEmIRS
services — Smart Long Group S - -
Sale of telecommunication products and SHE BAEm LR
services — Bluesea Mobile Group -EERHEE 36,246 36,246
Sale of telecommunication products and SHE BAEm R R
services — Million Ace Group -BREHE 15,188 65,188
Internet finance platform — Avatar Wealth BEERBcRTE-MLENE - 13,904
Sale of telecommunication products and HEETNEMERY
services — Guangzhou Nowtop —BEMNER 79,801 79,801
131,235 195,139

200 Neo Telemedia Limited FEHTEFEEEFTRAF



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

23. IMPAIRMENT TESTING ON GOODWILL

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 16.7% (2017: 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% (2017: 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
5.8% (2017: 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.

23. BMENEREE L

EIER

= (&)

SHEEMERMRE
HEBREHEHR

BHEB B EE Y A K E £ %S AR I
BRI - 2t E RS
%ﬁb@ﬁlaﬁﬁﬁ”2£$ﬁﬁﬂ
B &2)BF16.7% —tF:

166%)Eﬁ¢ﬁﬁ?(ﬁ&ﬂﬁ%ﬁm 588
REKREEENTFEARBRSELE
UHBEEERR)ME - 6FUNEZR
ERIERAI% (ZE—+HF:3%) Wiz
EEREHEEH -ZERXDIREBEEE
FEREA BYEBLEBEXNR
HEOERR - EREEFEEZEM
FER nﬁiﬁimb)\/muﬁjfﬁﬁﬁﬁg
BEFHESERERS8% (ZE—+
F7%)NEEHERLIBENEN
ZEFT KRB ZReELEEM 2 BER
BRHEERERMSER AR - B
BHRE FAZEFBRRT2EMEER
REDEITSEHHERDHEE R
EEBBAFESBEE Z T K@ E5E-

BETREEETFERENERAD (R
ESEEE]) HAGGERS FEB
B T IO AR AR -
= (R R B 3 -
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23. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Million Ace Group

Despite the improvement in revenue contribution during
the year ended 31 December 2018, revenue from the
trading of telecommunication products business for
the fourth quarter of 2018 has significantly decreased
compared with the first three quarters of the year.
Such decrease was mainly attributable to the downturn
and keen competition of the global mobile business
environment that led to reduced orders from customers.
It is considered that the lack of further innovation in the
current generation of mobile phone negatively influence
consumers’ motivation to change their mobile phones.
Thus, such decreasing trend is expected to carry forward
to 2019.

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 17.96% (2017: 17.8%)
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% (2017: 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% (2017: 3%) and stable gross margin,
such estimation is based on the CGU’s past performance
and its management’s expectations for the market
development. Based on the valuation report issued by
Asset Appraisal, the carrying amount of Million Ace Group
exceeds its recoverable amount and an impairment charge
of approximately HK$50,000,000 was provided on the
goodwill allocated to Million Ace Group. Any adverse
change in the calculation of recoverable amount would
result in further losses.

Neo Telemedia Limited P EFEEEEEFR LA
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o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

23. BMEBNMELEE 2 REH

ENC)

HESAMERRRE (@)

HR %

BERBE_ZE—N\F+=H=1—H
EFEZWREERMBAEM HE-F
—NFE-EAFERL RZZ—N\F
FNEEREBEBEBANERER 2 W
BEEERRE FERLEZHREIK
FREBIREBETIERFARMEKR
PRI B MR- &R FHEZ 5 Al
BHBTEFPFERFEOERM Bt
EHREETHRBERLEEEZE_Z—N
Fo

ENREEZIKESBECREFEAER
EEAMETE -ZAEHENREDS
PREBEIRERE 2 T F & FITEA &
2)FF17.96% (ZF—HF :17.8%) HY
PR R (ERY L TISE E R EEEH
BEMNFTEURRECEEENNEER
ERB)ME 5FN LB R IER
3% (ZT—+F:3% ) MEBTFERXRHE
BT o iZ IS RETIIRB BB E F L RTEA -
BmBLEEEXNORGTHER
Ko FAEBEBENELZEMEERKE
BEeERA/ REGETER BEFTHE
AEERAEZN (ZT—+HF:3% )N
HHEBERBEMNEMNE ZMF K
BRRSEABUZBERRREER
BRmEREZER BRIEEETER
BMEHGsHERS EXNSEEREER
BMEAKE BT RIEEERERZ
78 22 51 12 I8 1B #950,000,0005% 7T ° £ 17
ETE AT 5 B8 A T FI) B A S B —
FEE



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

23. IMPAIRMENT TESTING ON GOODWILL

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 18.51% (2017: 18.3%)
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% (2017: 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 16.25%
(2017: 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 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.

23. BMEBNMEEE 2 REH

= om)

HESAMERRRE (@)

BEME

BMMNEHR B¢ EEREFRER
STEEAMEBRE & ERETIREN)E
MERERERE 2 A FHEFTEA KX
2)EFF1851% (ZF— L4 :18.3%) Ay
IR E (KRB E TS EREEERE
BENFEUARBRSELESBUNEER
ERB)ME 5FN L ZBERIER
3% (ZE—+tF:3%)MBTHEEXRE
o 7B RE TR BARE L RIEA -
BEmBLEEEXNORPGTHER
o FREBEFEEZCHEMEERZE
BERA/REGTER BRIEEAE
REE16.25% (ZE—+tF:3% )8 7&
BHERRIBTEMNERNE &M K
BZRSESBEMNZBEREREEE
EBHRmiBEREHEL -EBEMRE -
FAZERKI T Z2AERNEEAEEE S
2 EHEMNER AR EBBEMN
B A E 4a%E -

BREEEFEERLANGERS &
MNERR A IS EBBEREE SE
FIELRES 8
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

23. IMPAIRMENT TESTING ON GOODWILL 23. BE L EEEE 2 B E N

AND INTANGIBLE ASSETS (Continued)

INTERNET FINANCE PLATFORM
Avatar Wealth

In view of the unfavourable operating and regulatory
environment of the Internet finance platform business and
the fact that Avatar Wealth is still in the process of carrying
our rectification work on its operation of the Internet
finance platform in accordance with the regulations
issued by the local regulatory department, the possibility
to complete the relevant filings remains uncertain. It is
therefore uncertain that this cash generating unit will be
able to generate cash flow in the future, the recoverable
amount of Avatar Wealth has been determined based
on value in use calculation. The Directors expect that
the recoverable amount of Avatar Wealth will be minimal
and, as such, the Directors have decided to fully write off
the goodwill of approximately HK$13,904,000 and the
intangible assets of approximately HK$14,412,000 arose
from the acquisition of Avatar Wealth.

Neo Telemedia Limited P EFEEEEEFR LA
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

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 2018, the carrying amount of note
receivable was HK$60,853,000 (2017: HK$67,692,000).
The note receivable is carried at amortised cost using the
effective interest method (net of allowance for credit losses
of approximately $10,099,000).

24. RIRE

REBEEZE-_ZTE—tF+-_A=+—HL
FE-ARAE—EBLE=F ([EE
ADFTvERZE ((EERZE]) &
b AR BRI EREGEAEEREEA
[B] = %% 40 82 5% 7~ & ¥ /588,000,000 7T
CEAEB([RREE])REMAE
R K& F 25 KB A71,883,000/E T (£
fEA&H 4R 2 B3R (B {865,200,000/% 7T
MEHEEZE AP TIRET5%
T E M F) B 42%86,683,000/8 T) - AR
—E-RAFE=ZA-+N\BEZAIX T
EHEERE B R2BUE=H ([E
BRADBEIUNARAABZ2HEAZER
RE Bt BERAREMARDFER
REANZERBETEAERZEEAT
ZEE-

R-ZE—NE+-_A=+—8 FEK
Z g 7 BRME A60,853,0008 T (=&
—+ 4 : 67,692,000 7T ) © FEUEIE T
KEEBRMEEIZECHERATER (B
MR = EE 18 4910,099,000/8 7T ) °
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

25. INVENTORIES

25. 7 &

31 December

31 December

2018 2017
—E-N\F —E—+F
+=-—A=+-8 +=-A=+—H
HK$’000 HK$'000
FEx FHET
Finished goods 2K 5,867 8,924
Less: Accumulated impairment W BEDRE (800) (800)
5,067 8,124
During the year ended 31 December 2018, the Directors REBEE-ZT—-N\F+H=1T—HLHF

conducted a review of the Group’s inventories and no
impairment loss has been recognised (2017: HK$NIl).

26. ACCOUNTS RECEIVABLE

T -

26. R AR X

31 December

B EEHAKENFEETRS B
A f5 7 SR AT Ar] R (B B 48

—E—+F:

31 December

2018 2017

—2-N\f§ TR

+=-A=+—-8B +=-RA=+—8H

HK$’000 HK$'000

FEx FET

Accounts receivable JFEE it B 3R 272,130 728,858
Less: Allowance for credit losses W EEEERRE (42,705) (3,504)
229,425 725,354

Neo Telemedia Limited P EFEEEEEFR LA
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For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

26. ACCOUNTS RECEIVABLE (continued) 26. FEUWBRFX (&
The Group allows an average credit period of 90 days AEBHLTHESRFFEHOBR (=
(2017: 90 days) to its trade customers. The following is an —+&F:0R)NEEM- R $|§¢HHX$E
ageing analysis of accounts receivable net of accumulated BEZHEMES 2 BIERR (&M
allowance for doubtful debts presented based on the RIEZRFEH) cBRESTWO T -

invoice date at the end of the reporting period.

31 December 31 December
2018 2017
—E-N\F —ET—+F
+=ZA=+-H +=ZA=+—H
HK$’000 HK$'000
TERT FAT
Within 30 days 30HA 64,869 286,613
31 to 60 days 31260H 38,560 208,718
61 to 90 days 61290H 34,066 161,306
91 to 180 days 91=180H 16,611 56,573
Over 180 days BiB180H 75,319 17,144
229,425 725,354
COMPARATIVE INFORMATION UNDER REEBETEREINRLER
HKAS 39 &H
Included in the Group’s accounts receivable balances are AEBRERBEREHBBEENR 2 —+
debtors with aggregate carrying amount of approximately FT+ZA=ZT—BEREREBEAHOAR
HK$73,717,000 which are past due at 31 December 2017 73,717,00078 JT 380 B FE UR BR 70 > AN &
for which the Group has not provided for impairment loss B s R EEBEELEBE TER
as there has not been a significant change in credit quality EEEEVESANE BESTIHA
and the balances are still considered to be recoverable. A e REBEVWEMRZELEHRITE
The Group does not hold any collateral over these FRER G - RNWERLERE KBH
balances. Subsequent to the end of the reporting period, JEUBRFRE /BB -

a large portion of accounts receivable were settled.

Annual Report 2018 —F — /\ £ £ 3§ 207



208

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

26. ACCOUNTS RECEIVABLE (continued) 26. FEUWNBR X (&
Ageing of accounts receivable which are past due but not B8 BB SRR (E H) R AR SR 2 AR S -
impaired:
31 December
2017
T
+-A=+—8
HK$'000
FET
Overdue by: pengi
Within 90 days 90H A 56,573
Over 90 days ##3B90H 17,144
73,717
Movements in the accumulated allowance for doubtful FEWBER c RIREFTREZS:
debts for accounts receivable:
2017
—tF
HK$’000
FHET
At 1 January n—HA—H 41
Impairment loss recognised FREBRREEE
during the year 3,260
Exchange realignment bE 3 5 2 203
At 31 December W+=ZA=+—8H 3,504

In determining the recoverability of a accounts receivable,
the Group considers any change in the credit quality
of the accounts receivable from the date credit was
initially granted up to the end of the report period. The
concentration of credit risk is limited due to the customer
base being large and unrelated.

Neo Telemedia Limited P EFEEEEEFR LA
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26. ACCOUNTS RECEIVABLE (continued)

27.

Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

20.

Included in the Group’s accumulated allowance for
doubtful debts of accounts receivable are individually
impaired accounts receivable with an aggregated balance
of approximately HK$3,504,000 as at 31 December 2017
respectively. The directors of the Company considered
that the Group was unlikely to recover these debts as they
were long outstanding over one year. The Group does not

hold any collateral over these balances.

Further details on the Group’s credit policy and credit risk
arising from accounts receivable are set out in note 6.

PREPAYMENTS, DEPOSITS AND 27.

OTHER RECEIVABLES

JFE UK BR 3R (1)

RZFE—+tF+A=+—H Xx5H
MEBREFREZABERLSBEHRY
3,504,000/% 7t 2 B2 il Bl &k (B 2 F& 4 iR
K- ARBEERB BRZEEBHE
HRERE —F AEBEMEEERED
ZEBH -AEBVERZELEBES
EREF R

BRAAKRBEEERRMEBBRRELEZ
EERRFBHNHIES -

BNFIE e M EA R
IR

2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FERT FHET
Current assets MENE E
Prepayment Tt RIE 747,722 41,620
Deposits e 21,751 21,758
Other receivables (Note) H e URE (B EE) 184,582 307,042
954,055 370,420
Less: allowance for credit loss B EEEIBEE (71,291) (13,259)
882,764 357,161
Less: non-current portion W IEmEE
Prepayment for construction BEBRAMEL
of property for self-used TEATFRIE 719,646 =
Current Portion mEE S 163,118 357,161

Notes:

As at 31 December 2018 and 2017, other receivables include
certain amounts advanced to independent third parties.

W

R-B—N\ER-F—+&+-A=+—8"

Hip UGB RER_NTEYE =72 T
IR
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27. PREPAYMENTS, DEPOSITS AND

OTHER RECEIVABLES (Continued)

Movements in the accumulated allowance for doubtful
debts for other receivables:

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

 ENFUR - RE ME MR

FIE ()

s A AR R AR RET B EHE S

2017

—E—LF

HK$’000

FAT

At 1 January n—H—H 19,451
Exchange realignment ME W S 3,264
Disposal of subsidiaries HEH B AR A (9,456)
At 31 December R+=—A=+—AH 13,259

Included in the accumulated allowance for doubtful debts
are individually impaired receivables with an aggregated
balance of HK$13,259,000 in which the Directors consider
that the Group is unlikely to recover these debts as they
are long outstanding. The directors of the Company have
been taking all reasonable steps such as legal procedures,
to recover those outstanding debts. The Group does not
hold any collateral over these balances.

As at 31 December 2018, included in the other receivables
are interest receivables for the advance to a third party of
approximately HK$10,965,000 (2017: HK$9,883,000).

Further details on the Group’s credit policy and credit risk
arising from deposits and other receivables are set out in
note 6.

Neo Telemedia Limited P EFEEEEEFR LA
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28.

29.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 #ZE — =

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) issued by certain commercial banks in
the PRC, with expected but not guaranteed yield rates
of 4.8% 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

28.

29.

..V-Aﬁﬁﬁiﬁ%ﬁﬁé‘

—NEFZA=1—HILFE

BRAFEFABRZETR
BE

R-B—+F+_A=+—H A&EH
ZEMERMEEAPEMNE TEER
TEITHASHE A ARMS0,000,000
7T (8% 759,900,0005% 7T ) &) 42 B 38
WEm TEH (EXIERF)FREER

4.80% B E RN VG ERIRTE A
BAFEFABEARZEREETR

BERARRAVEEFAE 2R
EmORBEARER-

BeMREEEY

31 December 31 December

2018 2017
—E-N\E —T—+tF
t=A=t-B +ZA=t—A8
HK$’000 HK$'000
FBx FET

Cash in hand and at bank FERETRS
HKD BT 2,556 13,772
RMB AR 24,643 133,862
usD = 9,548 16,803
36,747 164,437

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 0.35% (As at 31 December 2017: 0.001% to
0.3%) per annum at 31 December 2018.

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.

RekReEEYREFRRS LRT
KR

R-ZB-NE+-_A=+—8" R17&
BRIE T 35 F A E ) F0.001% £0.35%
(RZFE—+tF+=-A=1+—H:0.001%
£0.3% )T B

ARBTGERLRAHMS ﬁr?}(

AR IR P B A3 A SN E B IR R DI &
EERNEEERTE AR x}ﬁiﬁi@
ﬁé%?&ﬁ@\\lﬁﬁi‘%ﬁ’ﬂﬁﬁﬁﬂ%/\ﬁﬁgﬁ?ﬁ
REMER -
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Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

30. RECONCILIATION OF LIABILITIES 30.

ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated

RERBELEZBEY
AR

TRAAEEREZDFELEZBESR
BEB BRASKFRSEH -BE
ABELCBEDNRREREHKRK
BenENAKEGARERERDTRE

RREBEZBHREREZAB-

statement of cash flows as cash flows from financing

activities.
Bank
borrowings
(Note 33)
IRITER
(HM$3£33)
HK$'000
FHET
At 1 January 2017 R-_E—+F—H—H 55,897
Changes from financing cash flows BEHSREE
Bank borrowings raised 5 7IRITER 152,780
Repayment of bank borrowings EERITER (96,390)
Interest paid B FE (3,884)
Total changes from financing cash flows BERSREEHRE 52,506
Finance costs (Note 10) B E A (FFFE10) 3,884
Exchange realignment PE N 7,513
At 31 December 2017 R_T—tF+-_A=+—H 119,800
Bank
borrowings
(Note 33)
$RIT K
(H$3E33)
HK$’000
T
At 1 January 2018 R—ZE—-—N\F—H—H 119,800
Changes from financing cash flows BMEBRSREZF
Bank borrowings raised £ IRITER 733,453
Repayment of bank borrowings EERITER (136,680)
Interest paid BEATHLE (19,641)
Total changes from financing cash flows RERSRNEZ TR 577,132
Finance costs (Note 10) RMEKRA (H5E10) 19,641
Exchange realignment WA (34,312)
At 31 December 2018 RZZE-—N\F+ZA=+—H 682,261

Neo Telemedia Limited P EFEEEEEFR LA
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32.

Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

ACCOUNTS PAYABLE

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

31. BERK

RBEMRIREZBH2I W ENERR

BBREE DT AN T :

31 December

31 December

2018 2017

—E-N\EF —E—tF

+=B=+-H +=ZA=+—H

HK$’000 HK$'000

TERT TET

Within 30 days 30HA 54,717 258,720
31 to 60 days 31260H 27,300 141,832
61 to 90 days 61290H 6,452 135,647
Over 90 days #3E90H 42,153 1,670
130,622 537,769

The average credit period on purchases of goods is 90
days (As at 31 December 2017: 90 days). The Group has
financial risk management policies in place to ensure that
all payables are settled within the credit timeframe.

OTHER PAYABLES AND ACCRUALS/
CONTRACT LIABILITIES

() OTHER PAYABLES AND ACCRUALS

BEERMFEHEEHAWH (RZE
—+tF+=-A=+—H:90H) - AEH
EHEMBRBERRE BEANZE
HIBR N BT A BT HIE -

32.
a8 E

B b & A5 R IR N ST RRIE,

() HtENFIERERE

31 December

31 December

2018 2017

—E-N\F ZE—+F

+=-A=+—-H +=ZRA=+—H

HK$’000 HK$'000

FERr FET

Other payables Hh fE 1 FE 41,974 29,534
Accruals FEEHFUA 15,066 9,236
57,040 38,770
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32. OTHER PAYABLES AND ACCRUALS/
CONTRACT LIABILITIES (Continued)

(I) CONTRACT LIABILITIES

Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

32. H A S I8 K FE ST 7E
BHBE

() &#HaesE

31 December
2018
—E-N\F
+=B=+-—H
HKD’000
FHET

Amounts received in advance of
Delivery of goods (Note)

KM E R ()

3,433

Note: Revenue is recognised when control of the goods
has transferred to the customer, being at the point
the goods are delivered to the customer. When the
customer initially purchases the goods and paid in
advance, the transaction price received at that point
by the Group is recognised as contract liability until
the goods have been delivered to the customer.

At initial application of HKFES 15 at 1 January 2018,
receipt in advance of approximately HK$10,216,000
was reclassified from receipt in advances.

There were no significant changes in the contract
liabilities balances during the reporting period.

The following table shows how much of the revenue
recognised in the current reporting period relates to
brought-forward contract liabilities. There was no
revenue recognised in the current reporting period
that related to performance obligations that were
satisfied in a prior year.

The Group’s revenue recognised that was included
in the contract liabilities balance at the beginning of
the period:

et WarmaEfEEETER
(MERmRNTEP)EHER -
EEPVZBEEMIL A
MEE AEBRERHEEMN
RHERERBANEEES
BmRNTER -

RZE—-NF—A—HBHBXER
BB IS HREERISE155% - FBUKK
TE #710,216,0007 7T & T8 W 3} 18
hEHOE-

BEBRE O EERERY
EPN TR

TRINRAREHEER 2 BA
HEESEANAECHBEREE -8
RARERREREFAMEEFD
ERBEHNETEBEORA -

AEBRBIEHAZTAELN
BEASRZIBA:

31 December
2018
—B-N\F
+t=A=+—-AR
HKD’000
FAT

Amounts received in advance of
delivery of goods

R EmBEREE

9,657
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For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

33. BANK BORROWINGS 33. IRITERX

2018 2017
—EB-N\F —E—+F
HK$’000 HK$’000
FTHExT FHET
Short-term bank borrowings, secured 5 ERSRTTIE R B 375,870 119,800
Portion of term loan from bank, secured  EEIRITE 25 - B EIF
— repayable within one year — AR —FANEE 24,978 =
— repayable after one year —BR—FRBEER
which contain a repayment on (BERERER
demand clause S m) 281,413 =
Total borrowings (R 682,261 119,800
As 31 December 2018 and 2017, all of the bank RZE-—NFEERZZE—ttF+=A

borrowings are denominated in RMB and bear interest
from 4.40% to 6.09% (2017: 6.09%) per annum.

The Group’s banking facilities amounting to approximately
HK$1,675,065,000 (2017: HK$119,800,000), of which
approximately HK$682,261,000 (2017: HK$119,800,000)
had been utilised as at the end of the reporting period,
are secured by the pledge of certain properties of the
Group and of companies substantially owned by Dr. Lie, a
non-executive director and substantial shareholder of the
Company.

As at 31 December 2018, the carrying value of the
Group’s properties that secure the above bank loans is
approximately HK$86,899,000 (2017: nil).

=t+—B FBERITEFAARKESIE
RENEL40% E6.09% (ZF—+F:
6.09% )&t B °

7R £ B4R 17 b & 491,675,065,0005% JT
—ZT—+4%:119,800,0008 7T ) -
47682,261,0008 L (=T — £ F:
119,800,000/ 70) E A RE B AR B 3 -
TIAREBE RYGREE L (RRQEEHR
TEEREERR) A LEEEHAF
BE TYEEER-

R_E—N\F+_A=+—H A&EH
RAURE LR TERZDEREES
486,899,000/ T (ZE—+tF : &) o

Annual Report 2018 — & — /\ £ £ 3§

215



Notes to the Consolidated Financial Statements

o= R R E

For the year ended 31 December 2018 @z —F—\F+—=F=—+—HIFFE

33. BANK BORROWINGS (Gontinued) 33. IRITE K (&)
The amounts based on the scheduled repayment dates REREHR REERBHEASTEE
set out in the loan agreements and the maturities of the ERRHEAEBERITERNEEHEE
Group’s bank borrowings at the end of the respective PR E (PRI AREREEER
reporting period (i.e. ignoring the effect of any repayment RSB
on demand clause) are shown below:
2018 2017
—E-N\F —F—F
HK$’000 HK$'000
FExT FHET
Amounts of bank borrowings that AR T EAREE R
are repayable: IRITIER SR
— within 1 year —1FR 400,848 119,800
— between 1 and 2 years —1E2%F 31,573 =
— between 2 and 5 years —2&5%F 95,961 -
— beyond 5 years —5F LA E 153,879 -
Total borrowings EEC -k 682,261 119,800
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Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # &= —F—\F+—=F=—+—HIFFE

34. DEFERRED TAXATION 34. REFTA
For the purpose of presentation in the consolidated HREGEMBRAKXRAZIME BT
statement of financial position, certain deferred tax BEEMIBEEERBGEDEMRAEBE AT
assets and liabilities have been offset. The following is the ARV BERENZELERIBLEH D
analysis of the deferred tax balances for financial reporting 7 :
purposes:
2018 2017
—E2-N\F —E—+tF
HK$’000 HK$’000
FET FHET
Deferred tax assets BEREBIBEE 22,303 =
Deferred tax liabilities BRERIARE (53,667) (65,830)
(31,364) (65,830)
The following are the major deferred tax liabilities and LTARENERBEIFERNEERZE
assets recognised and movements thereon during the ZREHBEEEREEREED:

current and prior years:

Fair value
Adjustments
on Business
ECL provision combination Total
HHEE E =gt
EEERE DNEERE @t
HK$’'000 HK$'000 HK$'000
FET FAEL FAT
At 1 January 2017 R-_Z—+F—HA—H - (73,950 (73,950)
Acquisition of Qianhai Wealth WEERTB BB

(Note 37(d)) (P 3E37(d)) - (259) (259)
Credited to consolidated AR EEEREM

statement of profit or loss and 2 E SR (MiEE11)

other comprehensive income

(Note 11) - 8,379 8,379
At 31 December 2017 RZT—+5F

+=ZA=+—-H - (65,830) (65,830)
Impact of adopting HKFRS 9 RINE B ﬁﬁi‘kiﬁiﬁﬂw

FOR T E 26,633 - 26,633
At 1 January 2018 R-T—N\FE—A—H 26,633 (65,830) (39,197)
Credited to consolidated AR EEEREM

statement of profit or loss and 2 EKF XK

other comprehensive income (PF&E11)

(Note 11) (3,548) 12,168 8,615
Exchange realignment BEE 3 SR 2 (782) - (782)
At 31 December 2018 R=ZB-NF

+=A=+-8 22,303 (53,667) (31,364)
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34. DEFERRED TAXATION (Continued)

At the end of the reporting period, the Group has unused
tax losses of approximately HK$291,689,000 (As at 31
December 2017: HK$245,101,000) 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 2018 and 2017, 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.

Neo Telemedia Limited P EFEEEEEFR LA

34, IRERIE (7)

RBERR AEBNARBARIEES
47291,689,0008 T (R =T —tF+=
B =-+—H8 :245,101,0005 7t ) A] A
8 AR 2R FI o BB 2R B FI) AT 26 A TR
A EERELEHEEE - RIEE
Bk AT R e o

R-ZBE-NER-_F—+F+=-A
=t B AREBECMA IR
EHE-HRTAEBANNREREZAA
A 35 B AR B0 s A - 8 A 3t 5% 5 AT A0
HEREZREDECHEEE

RIEPECEMASHRE PEHMERR
BE_FTNF—A—-BERERIRN
MEMEIRNRSBARIBHH - AR A
SEREIEH TR ERN B ORERE R
ERMEERRAEISEN R RKE
B W ERARE M BERERAARET
B /B 2 ) R ER 0 N B A B I A
HIRETR AR
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018 & Z —ZF— )|+ = H=4+—HIFEZE

ra M HRERME

SHARE CAPITAL 35. fx X
Par value Number of
per share shares Amount
BREAE R E S8
HK$ HK$'000
BT FET
Authorised: EE
At 1 January 2017, R-B—t&—-A—H"
31 December 2017, —E—tF
1 January 2018 and +=-A=+-8"
31 December 2018 —E-NF-A-HK
—E-N\EF
+=BA=+-—H 0.1 20,000,000,000 2,000,000
Issued and fully paid: BRITRER:
At 1 January 2017, R-ZE—tF&—-A—H"
31 December 2017 and —E—+F
1 January 2018 t=ZA=+-BRK
—ZE2-N\§¥—-HA—H 0.1 9,528,844,345 952,884
Repurchase of shares (Note) R ER (Ki:) 0.1 (6,660,000) (666)
At 31 December 2018 R=ZE-N\&F
+=A=+-—8 0.1 9,522,184,345 952,218
Notes: BT 5T
The Company repurchased on the market a total of 6,660,000 R ERF AR LR EL1,271,00078 7T HE
ordinary shares of the Company with an aggregate consideration T35 B8 2 & £6,660,0008% 2~ A & & 3B A% AT
of approximately HK$1,271,000 during the year. All of these BZERMDEEEH -BERGEN 2 HE
shares were cancelled. The premium payable on repurchases of ERROEERIIE -
shares was charged to share premium account.
SHARE OPTION SCHEMES 36. xR El

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.

ARFRZE——F+=—RA+NLBHET
BREAFRMB-IERER Hit-
AKARRMN— B BRETE ([FB
BRAESTEL) -

ARABZATEERER S ([EBRE
HE )R -—_TE——F+A-+—HBE
o HRBERBEBRESSE D
BB - AR IR E AR 81 2 155K
RIBEBRE RO ZMBERITER
BREDRRITEEERR
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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 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 (jii) the nominal value of the shares.

Neo Telemedia Limited P EFEEEEEFR LA

36. AT ()

ARBITH BRI EEH AR E
REXMELERMZEER2BERT
RBEOR - FEREFE ZAERS
HEMRES (BRELIFNTES)
AEBCZHMEE URKEEERR
AR% 2 L IE RS -

B AR B ¥ R BT & A TR 2 R1T
FEEEEES BB EERN (WETE)
ARRREMERECBEITRE10% B
BrEst Bl S AR BEREMI2EA
HIM TR B BT 2 &R e B
HE T SHEEAARRREMREDZHTR
1% - E—TREEMEBERZ LR Z
AR 1 RBBRIRAERR KRS LHE-

BB RS £ EH A HERt28h
MR AR AR RN A
EHIETEREREBE -CROIBREZ
TEHRESFET TEETHBHR
Bt ZEZ@E B L BRERBEI0FR
BRI FHA (WEREEL
EF) ke

BhREZTEEHESFEE HELED
RTIBEE: () ANAABRNRERR
B B b H BRTE RS X PP R < M B+ (i)
AREEOREREZ BRI AERS
AR X PTAT R 2 T4 (B - K (iif) Bx
fEfE -



Notes to the Consolidated Financial Statements

ra M HRERME

For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

36. SHARE OPTION SCHEMES (Continued)

Share options do not confer rights on the holders to
dividends or to vote at shareholder’s meeting. The
following table discloses details of the Company’s share
option in issue under the Scheme during the year:

36. AT 2] (®)

RN T T HEE ARBUR B R
BRERAEG FTREZEN -FA KA F
BEZTE BT BRESBEEENT
x:

Number of share options

BREHE
At
1 January
2017,
Exercise 31 December
price per 2017 and Granted Lapsed Cancelled  Reallocated At
Name of category share 1 January during during during the during 31 December
of participant Date of grant Exercise period (note) 2018 the year the year year the year 2018
RIB-tF
—_ E - E N
ZE-tfE
t=A
=t-ARk RZB-N\E
ERTEE -B-NF RER +ZA
SRERHER R AH by (HizE) -A-B  REARE  RERXH  REAEE BHAE =t-8
Directors 34.2013 3.4.2013t0 2.4.2018 0.275 45,600,000 - (45,600,000) - o >
—B-=& z
£ mA=H
31.1.2018 31.1.2018 10 30.1.2021 0.250 - 54,000,000 - (54,000,000) - -
—B-)\%F —E-\$-A=t+-RE
-B=+-R Z3--5-f=1A
9.4.2018 9.4.2018 to 8.4.2021 0.250 - 54,000,000 - - (6,000,000 48,000,000
—2-)\% Z3-\fNANRE
MANR —Z--¥mANA
45,600,000 108,000,000 (45,600,000 (54,000,000) (6,000,000 48,000,000
Employee and others 8.4.2011 8.4.2011 to 7.4.2021 0.469 6,840,000 - - - - 6,840,000
“2——f 3
EERAM mANA
34.2013 342013 t0 2.4.2018 0.275 68,400,000 - (68,400,000) - - -
=% “E-Zf¥MmA=RZ
MA=R “E-\fWAZH
31.1.2018 31.1.2018 10 30.1.2021 0.250 - 195,000,000 (2,000,000 - - 193,000,000
—B-\% ZF-\f-A=t+-HE
-A=1+-A8 ZE--5-fA=1H
9.4.2018 9.4.2018 to 8.4.2021 0.250 - 100,000,000 (20,000,000) - 6,000,000 86,000,000
—I-N\f Z
mANA
75,240,000 295,000,000 (90,400,000) - 6,000,000 285,840,000
Total 120,840,000 408,000,000 (136,000,000  (54,000,000) - 333,840,000
-
Weighted average
exercise price (HKS) 0.286 0.250 0.271 0.250 0.25 0.254

METSTER ()

Note: Mr. ZHANG Xinyu resigned as a Director on 31 August
2018 and has remained as a director of a subsidiary of
the Company since then. His share options have been
reallocated to “Employee and others”.

=
m

EFFEER-E—NENAS+—
FEHEEE W HUENARDH
—HNBARZEE- 5 BRED
EHHME [ERRHEM] -
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36. SHARE OPTION SCHEMES (Continued)

The fair values of first and second options granted
under the New Share Option Scheme measured at the
date of grant during the year ended 31 December 2018
was approximately HK$9,485,000 and HK$7,717,000
respectively. The following significant assumptions were
used to derived the fair value using the Binomial Option
Pricing Model:

9 April 31 January
2018 2018

Total number of share option 154,000,000 195,000,000

Option value HK$0.0501  HK$0.0486
Option life 3 years 3 years
Expected Tenor 3 years 3 years
Exercise price HK$0.250 HK$0.250
Stock price at the date

of grant HK$0.176 HK$0.190
Expected volatility 82.79% 83.04%
Risk-free rate 1.596% 1.489%

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 year ended 31
December 2018 and 2017.
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36. AT ()

REZE_ZE—N\F+-A=+—HLEF
ERENBEREASRE 2E—HES
“HEREARE BB EZATE
5 Bl & 499,485,000/ 7T K&7,717,0007%
Lo AT AZIERX B EERNEE
AFERFEAZEZR®/RK:

“T-NF ZE-N\#F

HANE —A=1+—H
EREBY 154,000,000 195,000,000
EREER 0.0501%7  0.0486/8 7T
i 1 4 B 3F 3F
TRHFH 3F 3F
1166 (8 02507  0.250%7T

RELHBZRE 017687 019087

TEH R 18 82.79% 83.04%
EERFE 1.596% 1.489%

BHRED2REZBEMAETELR
RNE AR RE B IR B #R 0 7 15
SR IR AT o AR N R R R BB R
BEHRMFRINEESRIEZ2IH
WamR-EEEEREGET EAF
ZTEMEHCRERREZ A @R
M TTERMTAFEERRZZVE
A FTEE % -

BEBRERBE_ZT-N\FR_-ZF
—tFt+-_A=t+—HLFEETE
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ra M HRERME

For the year ended 31 December 2018 #ZE—-ZE—\FE+ - H=+—HIFFEZ

37. ACQUISITION OF SUBSIDIARIES 37. W Bk B A A

(A) ACQUISITION OF A SUBSIDIARY (A)

On 6 June 2018, ERH EBHERAR A A
(Guangdong Bluesea Mobile Development Company
Limited*) (“Bluesea Mobile”), entered into an equity
transfer agreement with an independent third party
to acquire 70% equity interest in &I 5 a1 Bk
B HBR A A (Shenzhen Yixun 10T Technology
Co., Ltd.*) (“Shenzhen Yixun”). Shenzhen Yixun is
principally engaged in trading of telecommunication
products in the PRC. The acquisition was completed

on 6 June 2018.

The fair value of the net identifiable assets acquired
are as follows:

Wis— BB QA

RZFE—N\FRAXNB BERESE
BYHERARAR(IHEBH])
BB UE=Fr U REEE
15k - AURE R YITH 5 aR B BH
BRAF (DRINSZH]) #70% i
B-RYHAETERENTEEER
BEMEm - WESEAR-_F—N\F
NRARBTEK-

P 2 Al BRI EEFE 2 AF
BT

HK$'000

FHET

Property, plant and equipment Y- BB kR 7
Inventory TE 81
Trade and other receivables 2 5 Kk H b FE U RIE 2,553
Cash and cash equivalents RekBFeEEY 4,477

Trade and other payables B 5 & H A B RUIR (329)

Receipt in advance TEW SRR (6,324)

Non-controlling interests FEE IR (180)
Total identifiable net assets acquired Fri sl s Rl B EE R B A% 285

The non-controlling interests recognised at the
acquisition date were measured by reference to
the proportionate share of fair values of Shenzhen
Yixun’s net assets at the acquisition date and
amounted to approximately HK$180,000.

RUEE A EIRER 2 IEIE R R TD
2BPNINEBBSEFRIZAE
EFEATERLOGFE S8
/180,000 7T °
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37. ACQUISITION OF SUBSIDIARIES

(Continued)

(A) ACQUISITION OF A SUBSIDIARY

(Continued)

The consideration of the acquisition was satisfied by

cash of approximately HK$285,000.

37. WHEKH B 7] &)

(A) WEE—EHEBA T @

WERBULESAXNENY
285,000/ JT °

HK$'000
FHET
Net cash inflow arising on the acquisition: Y8 ZE 438 & A JF %8
Consideration paid in cash BReI M 2RE 285
Less: Cash and cash equivalent balances & : T IR € RIR S E B WA &4
acquired (4,477)
(4,192)

Acquisition related costs were insignificant and have
been excluded from the cost of acquisition and
have been recognised directly as an expense in the

Wi A BA A AN A B K B3 5
TR RBERAS - MR B R ER SR
XA AZERERZ [TTH R

period and included in the “administrative and other
expenses” line item in the consolidated statement of
profit or loss.

Since the acquisition, Shenzhen Yixun has
contributed approximately HK$46,097,000 to
the Group’s revenue and recorded a loss of
approximately HK$158,000 for the year ended 31
December 2018.

Had the acquisition of Shenzhen Yixun been
effected at the beginning of the year, the total
amount of revenue of the Group for year ended 31
December 2018 would have been approximately
HK$2,529,707,000, and the amount of the loss
for the year would have been approximately
HK$126,805,000. 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.
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HEAIHEA T

RNEEE B2 \F+=-A
Zt+t—HLEFE FIBMAELE
B U %5 B Ef 4946,097,000 7t © I

$% 15 518 49158,000/% T

i RN BB B EBRF I ER
rEBHE_Z—N\F+=A
T+ —ALEFEZREREED
£2,529,707,000% 7t - FNE 1B
& B 15 %) 5126,805,000/% JT o 1
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For the year ended 31 December 2018 # 7 —ZFE—\F+ - H=+—HIFFE

37. ACQUISITION OF SUBSIDIARIES

(Continued)

(A)

(B)

ACQUISITION OF A SUBSIDIARY
(Continued)

In determining the ‘pro-forma’ revenue and profit of
the Group had Shenzhen Yixun been acquired at
the beginning of the year, the Directors calculated
depreciation and amortisation of property, plant
and equipment based on the recognised amounts
of property, plant and equipment at the date of the
acquisition.

CHANGE IN OWNERSHIP INTERESTS
IN BLUESEA ZHUHANG

During the year, the Group obtained 9% equity
interests of BEMBBHEMBREREBR A
Al (Guangdong Bluesea Zhuhang School Bus
Services Limited*) (“Bluesea Zhuhang”) from a
non-controlling shareholder of Bluesea Zhuhang
upon the restructuring at a consideration of nil. The
effect of the acquisition on the equity attributable to
the owners of the Company is as follows:

37. WHEM B A 7] (&)

(A)

(B)

W B — R FY 8 A B (40)

REEE R Z AR F )R E
MBER T AEEN[HE] sk
wEAE EFREVE BB R
BREEANMERRAZSEAE
WME BEEEREITEREE-

REBRM 2 A EER
2E

FA AEEREHEERATRES
BNEBRMRERBER A
(ITHBH®M]) 2 —BIFERBER
IS B8 IR 29 % B e - Ye BB 4
RRRER ABEREZZEMN
T

HK$’000
FAT
Carrying amount of non-controlling PR B FE 1R i 55 2 AR TEN(E
interests acquired 695
Consideration paid for ERFEIERERS A 2 RE
non-controlling interests -
695
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37. ACQUISITION OF SUBSIDIARIES

(Continued)

(C) CHANGE IN OWNERSHIP INTERESTS
IN BLUESEA FINANCE

During the year, the Group acquired 30% equity
interests of Bluesea Group Finance Limited
(“Bluesea Finance”) from the non-controlling
shareholder of Bluesea Finance through acquisition
of 100% equity interests of a company which is
holding 30% equity interests of Blusesea Finance at
a consideration of US$1. The effect of the acquisition
on the equity attributable to the owners of the
Company is as follows:

37. WHEKH B 7] &)

(C) M BLUESEA FINANCE =~
FrEREREE

F N A% EEBluesea Group
Finance Limited ([Bluesea
Finance |) 2 — & 3E 1% I A% 3R 4L
8% Bluesea Finance 230% J&#E - 5
NAEEBURBIZETKRE B
A Bluesea Finance 2 30% & #E 2
RNE) RO - WIB ¥ AR B
BABMLREZZZ2NT

HK$'000
FHET
Carrying amount of non-controlling Pt B8 FEVE i i 2 2 BR A (B
interests acquired (1,098)
Consideration paid for BRI ER N2 RE
non-controlling interests -
(1,098)

(D) 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
accounted for as acquisition of insurance brokerage
license rather than business. The acquisition was
completed on 19 April 2017.

Neo Telemedia Limited P EFEEEEEFR LA

(D) WBEE

R—ZZE—tFWNA+ILB &&E
BE—RZARBBILE=ZFEA
WHERT BB AR AR ([AFE
1) 2100% B Az - RE AL
1,491,000/ 70 AT /BB Bf £ B¢
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

37. ACQUISITION OF SUBSIDIARIES

(Continued)

(D) ACQUISITION OF ASSETS (Continued)

The fair value of the identifiable assets and liabilities

acquired are as follows:

37. WHEM B A 7] (&)

(D) WiBEE (&)
BT RNEERABLAT

(ERCINE

HK$’000
FHET
Intangible asset on acquisition (Note 22) W iE ~ EF & & (HtzE22) 1,568
Prepayments and other receivables T 30 E I H A e s e 76
Cash and cash equivalents RekBEeEEY 112
Other payables H fib jE 1~ k18 6)
Deferred taxation IRIERIIE (259)
1,491
Total consideration satisfied by: AT AR 2 BRE:
Cash consideration ReRE 1,491
Net cash outflow arising on acquisition:  WREEA Z IR & R 58
Cash consideration ReRE 1,491
Cash and cash equivalents acquired FriER e RNIEeEEY (112)
1,379
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37. ACQUISITION OF SUBSIDIARIES

(Continued)

(E) CHANGE IN OWNERSHIP INTERESTS

IN BEE

During the year 2017, the Group acquired 15%
equity interests from a non-controlling shareholder
of a subsidiary at a consideration of RMB1,350,000
(equivalent to approximately HK$1,584,000). The
effect of the acquisition on the equity attributable to
the owners of the Company is as follows:

37. WHEKH B 7] &)

(E)

REBCFAEREZSH

RZE—+tF AEEUKRE
AR #1,350,0007t (MERD
1,584,000/ 7T ) W EE BT /B & &) 3k
TR A% R 2 15% AR - URBE S AR A
A ARGRECTZENT

HK$’000
FHET
Carrying amount of non-controlling P B R iR i 25 2 AR TEN(E
Interests acquired 4,186
Consideration paid for ERFEIERERS 2 RE
non-controlling Interests (1,584)
2,602

38. DISPOSAL OF SUBSIDIARIES

(A) DISPOSAL OF BLUESEA UNION POST

On 28 February 2017, Bluesea Mobile entered into
a sale and purchase agreement with an independent
third party (the “Purchaser A”) pursuant to which
Bluesea Mobile agreed to sell the entire equity
interest in ERE /B IE BR A F (Guangdong
Bluesea Union Post Limited*) (“Bluesea Union
Post”) to the Purchaser A at a consideration
of RMB1,000,000, equivalent to approximately
HK$1,128,000. The principal activity of Bluesea
Union Post and its subsidiary (collectively referred to
as “Bluesea Union Post Group”) is the operation of
cross-border e-commerce business.

* for identification only
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38. HEMHE A A

(A)

Y OEHRES

H €5 i i Bt R

RZEBE—tF A=+ /B BEE
BeaE—2BuE =1 ([EHFA])
FIVEERGE B BEREHFE
ERMEFALERERE SHE
BRAR ([BEHE]) 228K
A R{E A AR1,000000
7T (B E R 491,128,000/ 7T ) ° &Y
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFFF

38. DISPOSAL OF SUBSIDIARIES (continued) ~ 38. tHEMI B A 7 (&)

(A) DISPOSAL OF BLUESEA UNION POST (A HERSBE (5
(Continued)
The disposal was completed on 28 February 2017. ZEEETHENR _ZE—+tF A
Net assets of Bluesea Union Post Group at the date ZHN\BEK BB E S BN D
of disposal were as follows: ERHMCEEFENT:
HK$’000
FHET
Property, plant and equipment Y B K& 54
Inventories FE 29
Prepayments and other receivables TE T KI5 I H Ath FE UK IR 216
Cash and cash equivalents RekBEeEEY 24
Other payables and accruals H fib jB T 3018 R B AT FUE (215)
108
Less: non-controlling interest W IR IR R A (48)
Net assets disposed of I EEESRE 60
Gain on disposal of subsidiaries: HEWB AR 2 M :
Cash consideration received BHEREKE 1,128
Net assets disposed of s EEFE (60)
Release of cumulative exchange difference  fEBREBEGINELEL 2
on translation of foreign operations ZEER ZER (25)
1,043
Net cash inflow arising from disposal: HEEECREMAFRE:
Cash consideration ReRE 1,128
Cash and cash equivalent disposed of FMEEREMIREEEY (24)
1,104
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38. DISPOSAL OF SUBSIDIARIES (Continued)

38. HEWEB A &\

(B) DISPOSAL OF EASE RAY B) HEER
On 29 June 2017, the Company entered into a sale RZE—+FAZtNH &R
and purchase agreement with an independent third AE-—ZBYE=F(EAB])
party, (the “Purchaser B”) pursuant to which the IV —HEEWE B AQF
Company agreed to sell the entire equity interest in AEMEABEERESARA
Ease Ray Limited (‘Ease Ray”) to the Purchaser B A(ERDz28RkAEx R
at a consideration of HK$1. The principal activity of BRIBT - ExkEWBAR (5
Ease Ray and its subsidiaries (collectively referred to BRIEREE ) 2XE2XBR
as “Ease Ray Group”) is the provision of transmedia R E SR -
advertising services.
The disposal was completed on 30 June 2017. Net ZHESFSBEER T —+tF A
liabilities of Ease Ray Group at the date of disposal —t+HEX BE=SERLERH
were as follows: ZEEFENAT
HK$’000
FHET
Property, plant and equipment Y- WE R 21
Trade receivables Z 5 FEWER R 41
Deposit, prepayments and other receivables &% ~ JE 5118 & H ) F& Y 5118 2,019
Cash and cash equivalents ReERBASEEY 23
Other payables and accruals H{th FE 15 5038 K B 5 AR (2,278)
(174)
Less: non-controlling interest R FERE AR A B (5,443)
Net liabilities disposed of & B ERE (5,617)
Gain on disposal of subsidiaries: HEMB ARz W
Cash consideration received ERRENRE =
Net liabilities disposed of FrhEaEFE 5,617
Release of cumulative exchange difference Rl ER &GN ERE L ~
on translation of foreign operations BETE R ER 2,300
7,917
Net cash outflow arising from disposal: HEEE RS MLFRE:
Cash consideration ReRE =
Cash and cash equivalent disposed of FIHERERREEEY (23)
(23)
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39. OPERATING LEASES

THE GROUP AS LESSEE

Minimum lease payments paid under operating leases in
respect of office premises during the year amounting to
approximately 23,720,000 (2017: HK$9,797,000).

Operating lease payments represent rentals payables
by the Group for certain of its office premises. Leases
are negotiated for an average term of three years (2017:
two years) with a fixed rentals during the year ended 31
December 2018. None of the leases included contingent
rentals and terms of renewal were established in the
leases.

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

ik

e y==

REBEREHEA

FARBRAZWELEHEE IR
KT 4 49 /23,720,000 0 (Z T —+
£ :9,797,000/ 7T ) °

REVERREAKEREE THA
EYPERMANES - RBEE_ZT-N\F
TZA=1t—HILFE HENHBEF
BHEBAIE (ZF—tF:26) 2
BE-HEEESFEXAEE RETK
RERBEEFEE -

R|BERAR - AEERER AT A
O A HESERORARKERS
I -

31 December 31 December

2018 2017

—E-N\F —E—tF

+t=A=t+-B +-A=+—H

HK$’000 HK$’000

FTET FET

Within one year —FR 20,738 12,761
In the second to fifth years inclusive F_EFERF

(BREMF) 24,856 5,048

45,594 17,809
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For the year ended 31 December 2018 #ZE — =

40. CAPITAL COMMITMENTS

*

—NEFZA=1—HIFE

40. B RN IE

31 December 31 December

2018 2017
—2-N\F —F—tF
+=ZA=+—-HB +=ZA=+—H
HK$’000 HK$’000
FAET FHET
Commitments contracted for but not BHENLTSERES
provided in the consolidated FHmER 2 ERTH
financial statements in respect of BAR B AIE
— Property, plant and equipment o/ E B 1,161,209 25,605
— Capital contribution to an associate —A—RHBERTE
(Note i) (H3ED) 9,112 9,584
— Capital contribution to a joint venture —m—EEERETE
(Note ii) (B 28,475 29,950
Note: B 3T
) On24 April 2015, EREHE R IR AR A A (Guangdong () HZT—AFNAZ-F+MNAE - ERE

(i)

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 [l FREEEGELT
HEZKRE AR AT (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 “JV 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 2018, Guangdong Bluesea has contributed
RMB500,000 (2017:RMB500,000) to the JV company.

for identification purpose only
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(i)

BREEREARAR ((EREER
Bl AQARIZE2EHBAR)HE LR
RMESEAEEEREERAA
(RAEHEDTUAEHHE (&
BEmEl) B BEESRERR
MEFERER Y —BEERAR (&
BAT]) FTEREZMEEAKE
TEBEE - BEAEHSE 8D
A Z s AR A #8 B A R #20,000,000
ToHARBEFEBRBARE
12,000,0007T X & 3 B )8 BHE & R 8
A R #8,000,0007T ° 5] 4975 TR EE
% GERABHERHENERER
FE R 9 B ¥ B60% &40% It A
BRYIEARNEE 2B N A

R-ZE—+tFNA+ILB BEEES
BoERERAR ((BREE]) (KX
AREBEBHEANFZEHER) S
FEREEREERAR ([EHE
MDY T—heima([68H
B BESEHH AERR(E
ﬁ’&ﬂ)z&ﬂﬁﬂxzﬁﬁﬂ%/\ﬁﬁz
50,000,0007T & A ) i {5 B & 3R
AEM%&OO,OOM&F?W@%m
4 A R #25 500,000 e A - ZE— )\4F
+—A=+—B ERESCERAEE
NEIHE ARS500,000T (ZFE—+
& AR®500,0007T) °
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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.

49,

TRHEAERH

ARERBE-B—EET A=+
ALLEEREATEBHRERS:

BT FE22fTEL A E B MM L
9,022,000/ 7T b A AN & B 2 FE 5 % 4
HIE EBRBENBARCHITR
REERIDRAB
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42. SUBSIDIARIES 42, i1 B R A
Particulars of the principal subsidiaries at 31 December FEMBARR-_ZE—NF+_A
2018 are as follows: =t+T—HBZFAERNT:
Place of
incorporation/ Nominal value of Nominal value of Percentage of
Class of registration and authorised paid up issued equity attributable
Name of subsidiary shares held  business share capital share capital to the Company Principal activities
WAL/ ERE EHRN NG
WEARER FsROER X% EERREE BERTRAREE BREADL TEXH
Directly Indirectly
BE GE:3
ERESBEEEARAE  Odinay PRC, limited liability RMB50,000,000 RMB50,000,000 = 100%  Operation of commercial WIFI
(Note 1) company platform, provision of value-added
telecommunication services
ERFERHERARLE  ERR PE BREARF ARMES50000000  AR¥50,0000007 - 100% EEHEWFTARREEESH
(ft3E1) MR
ERMAEHEREER Ordinary PRC, limited liability RMB100,000,000 RMB10,000,000 - 70%  Operation of Internet finance
BRAF (Note 1) company platform business
BERMAEHNEREER LaEk PE BREAARA  ARE1000000000  AR%10,0000007 - 0% HELHELRTARH
BRAR (M)
RENREEERAF Ordinary PRC, limited liabilty RMB50,000,000 RMB3,000,000 - 43%  Design, manufacture and sale of
(Note 1) company logistics equipment
PENERBERAA LER PE BREAARA  ARE50000000  AR%3,0000007T - 3% MRRENRT HERHE
(W)
FImE4eREHS Ordinary PRC, limited liability RMB30,000,000 RMB12,650,000 = 60% Operation of Internet finance
LRBREERAE (Note 2) company platform business
RYTELEREMA LEk PE BREFAR  ARES0000000  ARM12,6500007 - 60% EELHELRTAEH
SRBBERRA (Hzt2)
ENTHREEEER Ordinary PRC, limited liabilty RMB500,000 RMB150,000 - 60% Operation of Internet finance
EREERF (Note 2) company platform business
BNTREEEER Liak HE EREARR AR#500,0007 AR %150,0007 - 60% =ELHMELRTAEH
BREMAH (M)
KSZ Technology (HK) Limited Ordinary Hong Kong N/A HK$300,000 - 100% Trading of mobile phones and tablets
KSZ Technology (HK) Limted £ Bk TR AR%300,0007 - 100% FHRTRERES
Million Ace Trading (International) - Ordinary Hong Kong N/A HK$1 - 100%  Trading of mobile phones
Limited
Milion Ace Trading (International) & & i TER 18T - 100% FHES
Limited
BNTERBEERAR Ordinary PRC, limited liability RMB10,000,000 RMB2,500,000 = 60% Provision of IDC Services
(Note 2) company
BNTERRRERAT LER PE BREAAR  ARKI00000000  ARM2,5000007 - 60% #RHIDCHRH
(M3+2)
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42. SUBSIDIARIES (continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results for the period or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

Notes:

1. Subsidiaries controlled through certain structured
arrangements (“Structured Arrangements”), for details of
the Structured Arrangements, please refer to note 43.

2. Subsidiary interests transferred to the Group during the
year ended 31 December 2017. Further details of change
of ownership interest are included in note 37.

Details of non-wholly owned subsidiaries of the Group that
have material non-controlling interests

The table below shows details of non-wholly-owned
subsidiaries of the Group that have material non-controlling
interests:

42. MY B~ Al (#)

EREIARBZMBAR EERR
ZEMBRRBAREARNE 2 REE
EXBRESIARAREEEFEZE
ERN-EEZRA WEINEMHELR
AlZHBRSREARITE

B

1. REBETHBURE([HBAER
BDEGZWHEBAR GREBIER
P2 w B B 248 -

2. REE_FT—tF+_A=+—HL
FEEREASE B AR EE-
BB 2 E - FHBFHRK
737 ¢

BRBEAEREENAEEIFEZEN
B RBNFE

P T PRSI TR P
2 BB AT

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
WEARER R AR 3L B FRRBERRL PREFERER 2
REZEXBE RERERRRERAAN 20 (FR) /WEEE RitFERER
2018 2017 2018 2017 2018 2017
B\ -“TtF ZB-NE “B+F Z¥-NF C-TLF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THL TER T THT TER
ERMAENEREAERARAR PRC 30% 30% (11,764) 636 18,124 29,388
BERMAEHEREERERAA e
EMNTEARRBRAR PRC 40% 40% (34,203) 12,164 49,804 84,007
BMTERRRERAA e
AMImELeREHALREEERATPRC 40% 40% (18,801) 10,382 (2,254) 16,547
and its subsidiaries
RYMEESRE B e
CREBERAARENBAR
Individually immaterial subsidiaries with 21,685 5,845
non-controlling interests
BEFERER 2 ERFEANBAT
87,359 136,287
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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.

ERAAZEMEREEESRLT

42. BB A A) ()
B E AR A EESHEL
FME AR B H ) 00 T o LA R 8Bt
BEANMEREEANARNYHHE
4o

ERAAZEMEREEERSRLT

31 December 31 December

2018 2017

—E-N\F —E—+tF

+=A=+—-8B +=ZA=+—H

HK$’000 HK$ 000

TR FET

Current assets MEEE 77,190 96,041
Non-current assets IERBEE 5,777 34,238
Current liabilities mEaE (22,555) (31,552)
Non-current liabilities ERBEE - (4,179

Equity attributable to owners of RAGEE AELER

The company 42,288 64,660
Non-controlling interests FEVERR = 18,124 29,888
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42. SUBSIDIARIES (continued)

ERMLEHEREEEEFR 2T (Continued)

42. MY B~ Al (#)

31 December

ERMAZMEREEERRAT (H)

31 December

2018 2017

—E-N\F —E—tF

+=A=+-8 +t=A=+-A

HK$’000 HK$’000

FEx FAT

Revenue Wz 2,035 16,204

Expenses b3 (32,676) (15,742)

(Loss)/profit for the year FA(EE) 5H (30,641) 462
(Loss)/profit attributable to owners of ANRER AEWN (BEB) /

the company el (19,931) 2,527
(Loss)/profit attributable to IEIERRERS RN (B1B)

The non-controlling interests il (10,710) (2,065)
(Loss)/profit for the year FA(EE) 5F (30,641) 462
Other comprehensive (loss)/income RNANEHEE AEMREA

attributable to owners of the Company 2 (F18) ks (2,441) 4,474
Other comprehensive (loss)/income FEFE R A A B A EL A

attributable to the non-controlling interests & (&18) /W (1,054) 2,751
Other comprehensive (loss)/income for HANEMEE (8) /kE

the period (3,495) 7,225
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42. SUBSIDIARIES (Continued) 42. B A F] ()

ERMAZEHEREEEER AL F (Continued) ERFAAZVEREEERRATF ()

31 December 31 December

2018 2017
—E-N\F —E—+F
+=A=+-R +=A=+-H
HK$’000 HK$’000
FTHER FAT
Total comprehensive (loss)/income RNANEEE AEN
attributable to owners of the Company 2E (B1R) aEesE (22,372) 7,001
Total comprehensive (loss)/income FEIE IR S B
attributable to non-controlling interests 2m(B1E) =8 (11,764) 636
Total comprehensive (loss)/income for Frzm(BR) T
the period 1 (34,136) 7,687
Net cash outflow from operating activities ~ RE&EEH 2R E
T FER (6,306) (24,637)
Net cash outflow from investing activities REREEEZ
Bamb s 1 (6,468)
Net cash inflow from financing activities REBMEEE 2
REamRAFR - 10,100
Net cash outflow WE ML F5E (6,305) (21,005)

238 Neo Telemedia Limited FEHTEFEEEFTRAF



Notes to the Consolidated Financial Statements

ra M HRERME
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42. SUBSIDIARIES (Continued) 42. WEB 27 (@)
BN T RN ER AT BN TR AR AT

31 December 31 December

2018 2017
—E-N\F —E—+F
t+t=B=+-8 t=A=+-H
HK$’000 HK$’000
FET FHET
Current assets MEEE 94,059 147,787
Non-current assets ERBEE 288,882 176,850
Current liabilities mEAaE (224,605) (86,887)
Non-current liabilities FRBEBE (33,825) (38,490)
Equity attributable to owners of RAREER ANEIEER
the company 74,707 115,253
Non-controlling interests FE 1 IR R 2 49,804 84,007
31 December 31 December
2018 2017
—2-N\F — i
+=ZA=+—-HB +=ZA=+—H
HK$’000 HK$ 000
THER FET
Revenue WA 313,142 210,302
Expenses X (384,482) (197,062)
Profit for the year F 1A 4 F) (71,340) 13,240
(Loss)/profit attributable to owners of ARRER AEML (BEB) /
the company i ) (39,067) 3,210
(Loss)/profit attributable to FEIERR RS R (B518)
the non-controlling interests il (32,273) 10,030
(Loss)/profit for the year FR(EBE) &57F (71,340) 13,240
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42. SUBSIDIARIES (continued)

42. MY B~ Al (#)

EMTERMNEARA A (Continued)

BEMNTEANEARAF (8)

31 December

31 December

2018 2017
—E-N\E —E—+tF
+=HB=+-8B +=ZRA=+—H
HK$’000 HK$’000
FEx FAT
Other comprehensive (loss)/income RARER AEIGEAM
attributable to owners of the Company 2m (BE) k= (1,479) 1,882
Other comprehensive (loss)/income FEEREREIEEM
attributable to the non-controlling interests =M (&18) /s (1,930) 2,134
Other comprehensive (loss)/income for FREMZE (BE)
the period Wz (3,409) 4,016
Total comprehensive (loss)/income RNRNEEE AENL
attributable to owners of the Company 2m (BE)  h=nsE (40,546) 5,092
Total comprehensive (loss)/income FE1E e i s FE AL
attributable to non-controlling interests 2H (F8) ThassE (34,203) 12,164
Total comprehensive (loss)/income for HrzmE (BR)  hagsE
the period (74,749) 17,256
Net cash inflow from operating activities RELEER 2
ReRmARE 22,531 17,378
Net cash outflow from investing activities REREEE 2
Remd #58 (56,088) (22,026)
Net cash inflow from financing activities REBMEEHZ
BEamAFHE 14,137 22,590
Net cash (outflow)/inflow Be ORd) /RAFHE (19,420) 17,942
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42. SUBSIDIARIES (continued) 42. BB A Al ()
FRYTEERSREBHBLSBMBRZEERA A and its FRYTERSREBBSRHBEERD
subsidiaries AREKEAR

31 December 31 December

2018 2017
—E-N\F I
+=A=+—-H +=ZA=+—H
HK$’000 HK$’000
FTHER FAT
Current assets MEEE 14,966 68,272
Non-current assets IETEEE 4,043 2,061
Current liabilities mENEE (24,644) (27,087)
Equity attributable to owners of RARHEE AEGEZ
The company (3,381) 26,699
Non-controlling interests FEIEAR (2,254) 16,547
Revenue g 43,261 98,871
Expenses F (90,539) (78,414)
(Loss)/profit for the year FR (B8R / &mH (47,278) 20,457
(Loss)/profit attributable to owners of KABHE AN
the company (BE) 57 (29,197) 10,876
(Loss)/profit attributable to FEIE RS PR (B518)
The non-controlling interests kil (18,081) 9,581
Other comprehensive (loss)/income RARHEE ABEGEEA
attributable to owners of the Company 2mE (E18) = (883) 2,079
Other comprehensive (loss)/income FE12E M e 2 P A LAt
attributable to the non-controlling interests 2 (E18) W (720) 1,370
Other comprehensive (loss)/income FREME2E (HE)
for the year g %5 (1,603) 3,449
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42. SUBSIDIARIES (Continued) 42. B~ =] (#)
FYTERSREHPBESBMIRFE SR A and its FYTERSREHRPASBMBEFEERL
subsidiaries (Continued) AREMEBAR (&)

31 December 31 December
2018 2017
—E-N\F —T—+F
+t=ZA=+—-B +ZA=+—H
HK$’000 HK$’000
FER FAT
Total comprehensive (loss)/income KABHE AN
attributable to owners of the Company 2m|(BiE) e (30,080) 12,955
Total comprehensive (loss)/income FEIE R AR PG
attributable to non-controlling interests 2 (E18) /SR (18,801) 10,951
Total comprehensive (loss)/income for FAzE (BAR) W&
the year FER (48,881) 23,906
Net cash outflow from operating activities KB & & #7552
BembiF#a (2,583) (1,658)
Net cash outflow from investing activities REFREES 2
WEREFRE (820) (165)
Net cash inflow from financing activities REBEETE 2
WEMAHR 3,589 1,974
Net cash inflow WEMAFRE 186 151
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43. STRUCTURED ARRANGEMENTS

BLUESEA MOBILE GROUP

Particulars and main business of the
operating entities

ERE /A% B REAFR A A (Guangdong 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 (E{& ) (95%) and
Mr. Xu Gang (#&f8) (5%) (hereinafter collectively referred
to as “Bluesea Mobile Shareholders”). Bluesea Mobile
is controlled by FFTER OFI) BEREBERADF 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 FETEMR ORI BERIEBR A F] or
the person as designated by the 1 # &R CRII)
BRI AR A E] 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 F 3T &M (ORI PR EHEZER A
Al

3. BT HE

HegasE
REBRZHBRIERT

ERBEVHERERAR([BER
B A—HMBREFBEEXNLZER
ERERR WHEREFLE95%) iR
EEEB% (A THE REBERER])
BHE -BEBHAETHER (FY) B
BMEERAFUNETEBESH ([H
BRBEBMEN]) M FNIZH 58
BEFrEREREEEEERSE S
BHERSEBENTREEER
thEESE AP RN BB BRRIRMER -

E{iﬁ%ﬁéﬂ%*ﬁ'fﬂié%’ﬂti%ﬂ%

TA
a) RBERKZEG#

58 B B B BROE T A A2 3 | AP
#MERCRIDRERIBRAA]
SFHER(RIDBERRER
RAEEZATREBRERE
NBE (EPBUERZREB T R
HFAIT)ERFERES 2 28R
AR AEEUBRE (AEX
SEMEERHIFBEIRREFT IR
BER) —RLZRITEERE-
AN BB B R REN2RE R
HEBSRTEERHEBHZ
BRENESKREBTHHNER
ORI BERABR AR 2R
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43. STRUCTURED ARRANGEMENTS

(Continued)

BLUESEA MOBILE GROUP (Continued)
Major terms of the Bluesea Mobile

Structured Contracts (Continued)

b)  Exclusive service agreement

Bluesea Mobile shall engage the R #TE B (X
I B R BB A A as its exclusive service
provider. The R ER ORY) MBI BR QA
shall provide to Bluesea Mobile technology support,
business support and relevant consultancy services
that relate to the business of Bluesea Mobile
including but not limited to (i) license to Bluesea
Mobile the right to use the intellectual property rights
(including but not limited to patent, trade mark and
copyright) owned by the ¥ & ORI B4 7
R AR A7 according to the business needs of
Bluesea Mobile; (i) develop, maintain and update
the relevant software required by the business of
Bluesea Mobile; (iii) purchase and rent or obtain the
right to use on behalf of Bluesea Mobile machinery
equipment, storage space, related software and
other software facilities required by the business
of Bluesea Mobile; (iv) provide to Bluesea Mobile

professional technical personnel and provide training
to them on behalf of Bluesea Mobile; (v) assist
Bluesea Mobile to collect and research technology
that is relevant to the business of Bluesea Mobile; (vi)
advise on matters relating to the business operations
of Bluesea Mobile raised by Bluesea Mobile, and
provide to Bluesea Mobile business promotion and
market sales services; and (vii) according to the
request of Bluesea Mobile and with the consent of
the FFTER OFY) PBHEEHELBR A A, provide to
Bluesea Mobile other recommendations and services
relating to the business of Bluesea Mobile.
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43. STRUCTURED ARRANGEMENTS A3. M T HE ()

(Continued)

HEBHER (@)
BHEREEEESNZETER

BLUESEA MOBILE GROUP (Continued)
Major terms of the Bluesea Mobile

Structured Contracts (Continued) = (®)
c)  Equity pledge agreement c) REEFRZ

HEBBRRGRATHER R
Y BB AR AR ERERE
BB 2 2R - LATER THIRT
BEMAERT: \FEBHNER

Bluesea Mobile Shareholders shall pledge all their
equity interest in Bluesea Mobile to ¥ && (JRII)
Wi RIE AR AR to guarantee, the performance
of all the obligations of (i) Bluesea Mobile under the

Exclusive Service Agreement, (i) Bluesea Mobile R HZE T 2FBEMT ()EHE%
Shareholders and Bluesea Mobile under the Equity & FRRNRFERHRRERER
Voting Agreement. EE N ZFTBEE

REVENUE AND ASSETS SUBJECT TO THE BHLTHEZHWBEREE

CONTRACTUAL ARRANGEMENTS

The revenue and total assets subject to the Contractual B LTHBET 2 WS R BEEEY W

Arrangements, in aggregate, are set out below: I
Year ended 31 December
BE+-A=+—HLFE
2018 2017
—E-N\EF —E—+F
HK$’000 HK$’000
FET FHET
Revenue & 888,058 416,497
Net Profit Fap 30,072 21,899

As at 31 December

R+=—HA=+—8
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FET FHET
Total assets BEE 2,067,800 1,579,065
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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 “OPCO”) 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
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
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43. STRUCTURED ARRANGEMENTS

(Continued)

REASONS FOR USING AND RISKS
ASSOCIATED WITH THE CONTRACTUAL
ARRANGEMENTS (Continued)

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.

3. BEBIEL ()

RAEHNZHE2ERARERR
B (@)

ARBBEREBEZFAOLEZH
ERERY BRI — ) v B R E
RRARRZFOPCORA Z s o

BEXRB1

BREXHMBEEN RARERH X
BZEANRT R/ IRAREENE
BER BRI ERES -

<
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44. STATEMENT OF FINANCIAL POSITION  44. Bt Ak &

31 December 31 December

2018 2017
—E-N\F —F—tF
+t=A=+—-H +ZA=+—H
HK$’000 HK$’000
FTAR FAT
Non-current assets FRBEE
Property, plant and equipment W BEREE 199 280
Investment in subsidiaries BB AR ZE - S
Note receivable e - 67,692
Deferred tax assets EEHIBEE 1,666 =
1,865 67,972
Current assets REBEE
Prepayments, deposits and ENRE -ZE R
other receivables E b FE W FRIB 719 639
Note receivable B EE 60,853 =
Amounts due from subsidiaries AN NGO 1,206,333 1,256,034
Cash and cash equivalents HehkBEeEEY 230 8,107
1,268,135 1,264,780
Current liabilities REBEE
Other payables and accruals E B A SR R BB AT ROUAR 3,329 3,515
Amounts due to subsidiaries FERTB B A R 3IE 6,544 1,723
9,873 5,238
Net current assets RENEEFE 1,258,262 1,259,542
Net assets EEFE 1,260,127 1,327,514
Capital and reserves EXR#E
Share capital &N 952,218 952,884
Reserves (Note) it (fEE) 307,909 374,630
Total equity EREE 1,260,127 1,327,514
The financial statements were approved and authorized PBHRER-_ZT-NLF=ZA=T—HE
for issue by the board of directors on 21 March 2019 and SEEgHEREETE LHRTINES
signed on behalf by: REEE:
CHEUNG Sing Tai TAO Wei
RER EFp =t
DIRECTOR DIRECTOR
o EZE
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44. STATEMENT OF FINANCIAL POSITION 44, Bk 3 (@)
(Continued)
Note: BfEE
The movements of the reserves are as follows: mEEESBERET
Share options Accumulated
Share premium reserve losses Total
BRipEE BRERE RiEE b
HK$'000 HK$'000 HK$'000 HK$'000
T T T T
At 1 January 2017 R=E—tF5-f-AH 1,832,493 15,040 (1,402,006) 445,507
Total comprehensive income for the year ERZEKALE - - (34,687) (34,687)
Final Dividend for 2016 “E-REXRERE (36210) - - (36,210)
At 31 December 2017 (Reported) RZZ—tf
+-A=1-H
(E2%]) 1,796,283 15,040 (1,436,693) 374,630
Impact of adopting HKFRS 9 RMERBBREER
sy e - - (8045) (6,045)
At 1 January 2018 (Restated) R=E-N\F-f-AH
(E=3) 1,796,283 15,040 (1,444,738) 366,585
Total comprehensive income for the year FRZENELE - - (39,089) (39,089)
Recognition of equity-settled share-based RiEEENRSD A&
payment ERMATER - 17,202 - 17,202
Final Dividend for 2017 “T+ERERE (36,184) - . (36,184)
Repurchases of shares kinEm (605) - - (605)
Share options lapsed BRERK - (14,996) 14,996 S
At 31 December 2018 RZE-N§E
+=A=+-H 1,759,494 17,246 (1,468,831) 307,909

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

year.

(A) 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.

HEXZ MR TR S

BEEMBBRROEMBOARESE
S ARERBEAFREFEALR
BB AL ATEARS -

A TEEEEBAEZHMH

EFEREBETRABZHFHERN
faE14M15  BRAFH M A HFME
BeREREARREMHEBE
RETE -
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For the year ended 31 December 2018 g E —E— N+ = H=+—HIFF/F

45, CONNECTED AND RELATED PARTY
TRANSACTIONS (continued)

(B) CONSULTANCY SERVICE

During the year ended 31 December 2018, 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$858,000 (2017: HK$644,000).

46. CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities
as at 31 December 2018.

47. APPROVAL FOR CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and

authorised for issue by the board of directors on 21 March
2019.

48. COMPARATIVE FIGURE

The Group has initially applied HKFRS 15 and HKFRS 9
of 1 January 2018. Under the transition method design,
comparative information is not restated. Further details of
the changes in accounting policies are disclosed in Note 2.

Neo Telemedia Limited FE I EEEBERA A

45.

46.

47.

48.

FAER S N TR S (5

(B) ##HRHE

HE-_Z-N\F+=-_A=+—H
IHFEE AEBEEARRWMITE
EREREECEBHEE 2 —H
RNERI M FARB S wE
A 5 AR 75 B #9858,00008 7t (= &
— -+ :644,00087T) °

SABE
R=Z—N\E+=B=+—R X%£H
TREMERKAGME -

SRS M HRR

GAMBREDEEFER-FT-NT
SA=t—BIEREETIR-

bR

AEER =T —/\F—A— B ERER
FB 0 IS A 55155 R A B M
& B FOY, - RIBIDE - LWEFI bt
BAR-BHEHREED 2 E—SH
15 B BB M 32 -



The following is a summary of the published consolidated results

Financial Summary

B =

MTRAKEC TR ZEERE BEREA

and of the assets and liabilities of the Group: EHE:
RESULTS e
Year ended 31 December
BEt-A=t-HL%EE
2018 2017 2016 2015 2014
“E-\f CZE2—+F R CE-1F C"E-OF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TR FET THL T FHL
Turnover = 2,529,051 1,214,772 2,513,845 1,914,902 34,550
Cost of sales HERA (2,340,730) (981,079) (2,290,382 (1,813,983) (23,628)
Gross profit EF 188,321 233,693 223,463 100,919 10,922
Other income and gains HE e A R s 26,205 28,876 19,873 537 755
Selling and marketing costs HE RS EBKAR (35,625) (29,631) (15,540) (18,775) (2,718)
Administrative and other expenses  fTEU R E i B B (185,195) (161,271) (108,874) (87,695) (118,345)
Gain on disposal of subsidiaries HENBRR WS - 8,960 143,229 = =
Impairment loss recognised in HEERRAZAERRE
respect of goodwill (63,904) - - - (254,966)
Net loss on de-consolidation of BUBfRE ABR—
a subsidiary MBRARZERTE - - = = (174,024)
Changes in fair value of contingent  JEF sk AR (B2
consideration payable nFEE - (5,650) (6,029) - -
Impairment loss recognised HEFEERRL
in respect of intangible asset REER (23,883) - - (6,378) (84,802)
Impairment loss recognised in HELERER
respect of promissory note REEBE - - (22,800) S =
Credit loss expense/impairment BB ATEL
loss recognised in respect of PREERAZEE
financial assets carried BEAS/ REEE
at amortised costs (7,294) (3,260) - - -
Change in fair value of derivative ~ $TESBEEZ
financial assets NEER - - 2 = (711)
Share of results of joint venture EheeEbEER (194) (106) S = =
Equity-settled share-base LSRN A
payment expense ERAHEY (17,202 = = = =
(Loss)/profit from operation BEER (BB) /57 (118,771) 71,611 233,322 (11,392) (623,889)
Finance costs BEMK (7,726) (3,884) (10,356) (24,541) (23,373)
(Loss)/profit before taxation BRBAT (B518) /%R (126,497 67,727 222,966 (35,933) (647,262)
Income tax expense FrERHAY (498) (14,667) (20,779) (8,322) 14,770
Net (loss)/profit for the year/period A,/ #iR (E1E) /
i A FE (126,995) 53,060 202,187 (44,255) (632,492)
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Financial Summary

B 1 =

At 31 December

®+-A=+—H
2018 2017 2016 2015 2014
—E-\f T+ TR FE —ET-hHFE —ZT-@NF
HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000
TER AT AT AT AT
Non-current assets FRBEE 1,823,027 1,190,488 926,859 345,487 99,259
Current assets MEEE 495,210 1,314,976 925,941 1,384,081 48,516
Current liabilities nBBRE (938,956) (792,892) (206,993) (373,971) (95.272)
Net current (liabilities)/assets nE(aE) /EEFE (443,746) 522,084 718,948 1,010,110 (46,756)
Non-current liabilities ERBERE (53,667) (65,830) (98,300) (36,737) (155,572)
Net assets/(liabilties) BE/ (8B FE 1,325,614 1,646,742 1,547,507 1,318,860 (103,069)
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