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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
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 Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make the
decision to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than securities traded on the
Main Board and no assurance is given that there will be a liquid market in the securities traded on GEM.

This report, for which the directors (the “Directors”) of Million Stars Holdings 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 Stock Exchange (the “GEM Listing Rules”) 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 the information contained in this report is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any statement herein or
this report misleading.
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CHAIRMAN'S STATEMENT
EE®RE

Dear Shareholders,

On behalf of the board (the “Board”) of Directors of Million Stars
Holdings Limited (together with its subsidiaries, the “Group”), |
am pleased to present the audited consolidated results of the
Group for the year ended 30 June 2020 (“FY2020") to our
shareholders and investors.

As a result of the outbreak of novel coronavirus disease and the
slowdown of games copyright issuance, the competition for the
internet advertising industry was cutthroat. To face these
challenges, the Group enhance its attractiveness by adopting a
series of promotion strategy. During this year, the sales scale of
the Group’s has expended 60.4% as compared to the
corresponding period of last year. In terms of the advertising
types, traffic advertising has become the new area of growth for
the advertising industry. Integrating with channels including social
media, search engine, and video media, traffic advertising focuses
on users’ interaction experiences during the promotion process
and results in more precise promotion effect and increasingly
growing market share. In terms of market distribution, large
internet platforms have built their own platforms leveraging on
the traffic advantage, and continued to encroach market share
and increase advertising revenue. Medium and small advertising
agency companies’ promotion costs increase with their profitability
being continuously compressed.

In terms of policy supervision, the state’s supervision on internet
advertising media and advertising operators has become
increasingly strict since 2018. In February 2018, the State
Administration for Industry and Commerce issued the Notice on
Conducting the Special Governance of Internet Advertising. In
April 2018, the Cyberspace Administration of China interviewed
related responsible persons of Kuaishou (23F) and Huoshan Video
Clip (X 1L /N7 $8) under Jinri Toutiao (5 H B8 &), demanding
them to make complete rectifications. In April 2018, the State
Administration of Radio, Film and Television ordered Jinri Toutiao
to shut down its Neihan Duanzi (R EXF) app. To comply with
supervision requirements, internet advertising operators have to
increase human resources allocation, resulting in the increasing
cost of operation. From March 2018 to December 2018, the state
suspended internet game number licensing, restricting the
development of the internet advertising industry to some extent.
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CHAIRMAN'S STATEMENT
ERERE

During the year, the Group recorded a revenue of approximately £ - & E 2 W A$:1547434,314,000% 7T -
HK$434,314,000, representing an increase of approximately ®& &R EIEINA60.4% o ZIEMEEBRFER
60.4% as compared to the same period of last year. The increase HiFEB2EMBATIEAGHBE SR ERS
is mainly attributable to the expansion of its sale scale in internet  $HERBERE - T - KEEESHRTEER
advertising agency services through its wholly-owned subsidiaries. ~ #J 44,039,000 % JT °

During the year, the Group recorded a loss after tax of

approximately HK$44,039,000.

| wish to take this opportunity to express our gratitude for the ZARAZBHENKE  BORMSLEBBYE  KE
support from our business partners, investors and customers. |  FHNEF 72 3 o KN ATRENRHE T2
would also like to thank our dedicated management and staff for EIRBENE THAEREL 25 -

their contributions to the Group.

Zhu Yongjun FE
Chairman REE
30 October 2020 —E-TF+A=1H
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBNWmR DN

INTRODUCTION

The Group is an integrated group specialising in internet
advertising agency services during the year.

BUSINESS REVIEW
Internet Advertising Agency Services

The Group principally provides internet advertising services to
different customers in mainland, China. Affected by the
macroeconomic environment deterioration of China and the
slowdown of games copyright issuance, internet advertising
industry’s competition increases, industrial concentration improves
and the profit space of small and medium-sized independent
advertising operators is squeezed. In order to expand business
scale, the Group adopts a series of promotion measures including
the increase of rebates to attract and develop customers base.
During the year, the Group’s sales scale increased approximately
60.4% as compared to that of the corresponding period of last
year.

The Group provides internet advertising agency services through its
wholly-owned subsidiaries, Beijing Dongrun Hudong Technology
Company Limited* (3t 7 5B & 8) £ £ B BR 2 7)) and Horgos
Dongrun Network Technology Company Limited* (2 #3 52 H7 52 &
ML BB R A 7)) (collectively, referred as “Dongrun Network”)
in the PRC. Dongrun Network provides internet advertising agency
services covering streaming advertising, search engine advertising,
and applied marketing and navigation advertising. After nearly two
years' efforts, Dongrun Network has currently become the exclusive
advertising agent of All Football APP* (£ Bk 75 ) gaming industry,
core advertising agent of Cheetah Mobile, Yidian Zixun* (—Z4& &)
and WiFi Master Key, and Jinri Toutiao* (45 H 58 1&). Dongrun
Network, whose customers are principally engaged in the internet
industry, covers industries such as e-commerce, online tourism,
game, video, dating and automobiles. During the year, Dongrun
Network achieved an operating income of approximately HK$329.8
million.

During the year, the Group developed its overseas internet
advertising market through its wholly-owned subsidiary, Million
Stars Internet Media Limited (“MSIM”). Through a global
mainstream online platform, namely Facebook, MSIM provides
customers with access to global advertising, including big data
support, integrated marketing solutions, local language support
and account stabilisation services. During the year, MSIM recorded
an operating income of approximately HK$103.1 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

Looking ahead, the Group will seize the opportunities in the
booming internet advertising sector to step up investments in
internet advertising, seeking to tap on new customers, businesses
and revenue streams for delivering better returns to its
shareholders.

The outbreak of the Epidemic has caused disruptions to many
industries in the PRC as well as other countries and regions.
Despite the challenges, governments and international
organisations have implemented a series of measures to contain
the Epidemic. The Group will closely monitor the development of
the Epidemic and assess its impact on its operations.

FINANCIAL REVIEW
Overview

During the year, the revenue of the Group recorded an increase of
approximately 60.4% from approximately HK$270.7 million for
the year ended 30 June 2019 (“FY 2019") to approximately
HK$434.3 million for the year ended 30 June 2020 (“FY 2020").

During FY 2020, the Group recorded a loss after tax of
approximately HK$44.0 million, represented an increase in loss
after tax of approximately HK$7.4 million as compared with the
loss after tax of approximately HK$36.6 million in FY 2019. This is
mainly attributable to the net effect of the net reversal of the
impairment losses on trade and other receivables of approximately
HK$27.9 million and impairment losses recognised on intangible
assets and interest in an associate of approximately HK$16.1
million and HK$23.9 million respectively.

Gross Profit

Gross profit margin decreased from 15.0% in FY2019 to 2.0% in
FY 2020 mainly attributable to a lower gross profit of provision of
internet advertising agency services in Mainland China during the
current year.

Other Income, Gains and Losses, net

Other income, gains and losses, net, mainly represented sundry
income incidental to our business, principally including interest
income, net exchange differences and additional input value-
added tax granted.

Other income, gains and losses, net, amounted to net gains of
HK$3.3 million in FY 2020 compared to net gains HK$3.1 million
in FY 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEBNWmR DN

Selling and Distribution Expenses

Selling and distribution expenses mainly comprised sales and
marketing expenses. Selling and distribution expenses decreased
from approximately HK$3.3 million in FY 2019 to approximately
HK$2.2 million in FY 2020. The slight decline in selling and
distribution expense was mainly due to the tight cost control
exercised for internet advertising agency business.

Administrative Expenses

Administrative expenses mainly comprised payroll expenses, rent
and rates and other office administrative expenses. Administrative
expenses decreased from approximately HK$40.0 million in FY
2019 to approximately HK$36.6 million in FY 2020.

The lower administrative expenses in FY 2020 were mainly
attributable to the decrease in directors salaries expenses during
the year.

Finance Costs

Finance costs increased from HK$0.6 million in FY 2019, to
HK$4.4 million in FY 2020, primarily due to the interest expenses
incurred by interest-bearing bank borrowings and a third party
loan.

Income tax expense

Income tax represents Hong Kong profits tax at 16.5% for the
Company'’s subsidiaries in Hong Kong and PRC Enterprise Income Tax
at 25% for the Company’s subsidiaries in the PRC. Certain
subsidiaries of the Company, which we incorporated in the Horgos
Economic Development Zone and engaged in industries particularly
encouraged by the local government, are entitled to a preferential tax
treatment of exemption from enterprise income tax before the end
of 2020.

Financial Position, Liquidity and Financial Resources

The Group adopts a prudent cash and financial management
policy. In order to achieve better cost control and minimise the
costs of funds, the Group's treasury activities are centralised and
cash is generally deposited with banks in Hong Kong and
Mainland China.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group has maintained its funds at a sound and healthy
financial resource level during the year under review. As at 30
June 2020, included in net current assets were bank and cash
balances (including pledged bank deposits) totalling approximately
HK$55.8 million (2019: HK$23.5 million), the increase of which
was mainly due to collection of receivables from debtors. Total
debt to equity ratio of the Group express as a percentage of
interest bearing borrowings over total equity was approximately
18.7% as at 30 June 2020 (30 June 2019: 6.25%).

As at 30 June 2020, the Group obtained banking borrowings
amounting to HK$28.3 million (30 June 2019: HK$8.1 million).
The Group has interest-bearing bank loans which carry interest,
ranging from 2.8% to 4.8% per annum in FY 2020 (30 June
2019: 5.6% to 11.3%).

As at 30 June 2020, the Group has no unsecured interest-free loans
from third parties in amount (30 June 2019: HK$1.4 million) and a
interest-bearing loan from third party of HK$2.5 million which
carries interest of 3% per annum in FY 2020 (30 June 2019:
HK$5.0 million, 3% per annum).

There was no seasonality as to the Group's borrowing
requirements and no committed borrowing facilities.

The Company has adequate internal financial resource to support
the development of the Group in the coming year.

Charge Over Assets of the Group

As at 30 June 2020, the Group's banking facilities were supported
by pledged bank deposits of the Group of approximately HK$5.9
million (2019: HK$3.9 million).

Financial Management Policies

The Group in its ordinary course of business is exposed to market
risks such as foreign currency risk and interest rate risk. The
Group’s risk management strategy aims to minimise the adverse
effects of these risks on its financial performance.

Cash is generally deposited with banks in Hong Kong and
Mainland China, which are denominated mostly in United States
dollars, Hong Kong dollars and Renminbi. Hong Kong dollars are
pegged to United States dollars under the current policy of the
Government of Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR T

As the Group's trading transactions, monetary assets and liabilities
in Mainland China are denominated mainly in Renminbi, and
trading transactions, monetary assets and liabilities in Hong Kong
and overseas are denominated mainly in Hong Kong dollars (being
the Group's operating and reporting currencies) and United States
dollars (to which Hong Kong dollars was pegged), the impact of
foreign exchange exposure to the Group was minimal and the
changes in foreign exchange rates did not have a significant
adverse effect on normal operations during the reporting year.

With the current interest rates staying at relatively low levels, the
Group has not entered into any interest rate hedging contract or
any other interest rate related derivative financial instrument
(2019: Nil). However, the Group continues to monitor its related
interest rate exposure closely.

Capital Commitments and Contingent Liabilities

As at 30 June 2020, the Group did not have any significant capital
commitment (2019: Nil) and contingent liability (2019: Nil).

Risk management and uncertainties

The Board believes that risk management is essential to the
Group's efficient and effective operation. The Group’s
management assists the Board in periodic evaluation of principal
risks exposed to the Group and estimation made for the
uncertainties; and participates in formulating appropriate risk
management and internal control measures for the purpose of
on-going monitoring of such risks and assessing the
appropriateness of such estimations.

MATERIAL ACQUISITIONS AND DISPOSALS

On 30 August 2019, Beijing Dongrun Hudong Technology
Limited* (dt R 5 E & B & £ A R 2 &) (“Beijing Dongrun”), a
wholly-owned subsidiary of the Company, entered into the Capital
Increase and Subscription Agreement with Shenzhen Yidao
Network Co., Ltd.* OFRYIZZEBMEEER A F)) (“Target Company”),
a company incorporated in the PRC with limited liability, and Mr.
Feng Tao, the sole shareholder of the Target Company, pursuant
to which Beijing Dongrun shall make the subscription of
RMB50,000,000 (equivalent to approximately HK$55,720,000) of
the increased registered capital in the Target Company in cash.
Upon completion, the Target Company will be held as to 35% by
Beijing Dongrun and 65% by Mr. Feng Tao. The subscription was
subsequently completed on 28 October 2019. Please refer to the
disclosable transaction announcement dated 30 August 2019 for
details.

During FY 2020, save as disclosed, the Group did not have any
material acquisition or disposal.
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2020, the Group had a workforce of 60 employees
(2019: 109). Total staff costs for FY 2020 were approximately
HK$13.6 million, as compared to staff cost of HK$33.9 million in
FY 2019.

The emolument policy of the employees of the Group is
formulated by the Remuneration Committee (as defined below)
with reference to the duties, responsibilities, experience and
competence of individual employees. The same policy also applies
to the Directors. In addition to salaries and discretionary bonuses
relating to the performance of the Group, employee benefits
included pension scheme contributions. The emoluments of the
Directors are reviewed annually by the remuneration committee of
the Company (“Remuneration Committee”).

As incentives and rewards for their contributions to the Group,
the employees of the Group and all the Directors (including the
independent non-executive Directors) may also be granted share
options by the Company from time to time pursuant to the share
option scheme of the Company adopted on 28 January 2015.

The Group provides various training to its employees to enhance
their technical skills and knowledge relevant to the employees’
responsibilities. The Group also provides its employees with quality
control standards and work safety standards training to enhance
their safety awareness.

The employees in Hong Kong are enrolled in the Mandatory
Provident Fund under the Hong Kong Mandatory Provident Fund
Schemes Ordinance. Monthly contributions are made by the
Group which are 5% of the monthly income of the employees as
stipulated under the relevant requirements (if applicable), with the
maximum contributions of HK$1,500 monthly.

Pursuant to the regulations of the relevant authorities in the PRC,
the employees in PRC shall be enrolled in the respective
government retirement benefit schemes (the “Schemes”) whereby
the Group is required to contribute to the Schemes to fund the
retirement benefits of the eligible employees. Contributions made
to the Schemes are calculated based on certain percentages of the
applicable payroll costs as stipulated under the requirements in
the PRC. The relevant authorities of the PRC are responsible for
the entire pension obligations payable to the retired employees.
The only obligation of the Group with respect to the Schemes is to
pay the ongoing required contributions under the Schemes.

During the year under review, the Group did not experience any
strikes, work stoppages or significant labour disputes which
affected its operations in the past and it did not experience any
significant difficulties in recruiting and retaining qualified staff.
The Directors consider that the Group has maintained good
working relationship with its employees.
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BIOGRAPHICAL DETAILS OF DIRECTORS
ESEE

EXECUTIVE DIRECTORS
Zhu Yongjun
Chairman and Executive Director

Mr. Zhu Yongjun (“Mr. Zhu"), aged 40, has been appointed as an
executive Director of the Company on 24 February 2017, the
chairman of the Board and the chief executive officer (“CEO") of
the Company on 17 March 2017. He stepped down as the CEO
on 5 September 2017. Mr. Zhu also serves as a director of certain
subsidiaries of the Company.

Mr. Zhu is experienced in investment management. Mr. Zhu has
been the founder, chairman and chief executive officer of
Shanghai Financial Investment Information Services Company
Limited* ( E/8F £ REERBABR A F]) since 2014 and was
the founder of Taizhou Sifang Network Company Limited* (Z= /!
P 5 #84% B FRAA)) in 2005. He was the general manager of the
network department of China Telecommunications Taizhou
Industrial Corporation* (4 B & {z Z= M & 2% 2 7)) from 2004 to
2005. Mr. Zhu holds a bachelor’s degree in economic information
management from Jiangnan University.

As at the date of this annual report, Mr. Zhu is beneficially
interested in 38,398,786 shares of the Company.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EXECUTIVE DIRECTORS (continued)
Tian Yuan
Executive Director

Ms. Tian Yuan (“Ms. Tian”), aged 46, has been appointed as an
executive Director of the Company on 28 July 2017. Ms. Tian also
serves as a director of certain subsidiaries of the Company.

Ms. Tian obtained her bachelor’s degree in economics from the
University of California, Los Angeles and her master of science in
financial engineering degree from the University of Michigan Ann
Arbor.

Ms. Tian previously worked for US I.B. Fund Management Limited,
Societe Generale Securities Hong Kong, Ltd, the Investment
Management Department of Legend Holdings Ltd and other
financial enterprises. She is experienced in technical analysis of
foreign exchange, foreign exchange trading, derivatives
development, trading and sales, financial product investment, the
establishment and operation of investment funds, private equity,
capital market investment, financing etc.

Ms. Tian is now the general manager of Shanghai Angell Asset
Management Company Limited, the deputy general manager of
Jilin Province Investment Group Company Limited* (& #& & &
£ B BR2AF]) and the director and deputy general manager of
Haitong Jihe Equity Investment Fund Management Co., Ltd.* (/&
BERBREREESEEBRAF]). She is also the member of
the Investment Committee of Jilin Province Modern Agriculture
and New Industrial Investment Fund Limited Company* (& # &
RREBEMFHEEZEREE S BR 2R A]) and Jilin Province
National New Energy Venture Investment Fund (Limited
Partnership)* (EMEBEKHIEERAIEIREE S EREX(BRE
#£)IRZE &), and the director of the Investment Committee of Jilin

Province Ageing Service Industry Fund (Limited Partnership)* (&

MEBEMBEXESABLEE(BRER)).

Ms. Tian is a director of both United Conquer Limited and
Shanghai Hutong Investments Centre (Limited Partnership)* (/8
tH MR & E RO (B R A ), substantial shareholders of the
Company.
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BIOGRAPHICAL DETAILS OF DIRECTORS
ESEE

INDEPENDENT NON-EXECUTIVE DIRECTORS
Chen Ce
Independent Non-executive Director

Mr. Chen Ce (“Mr. Chen”), aged 35, has been appointed as an
independent non-executive Director of the Company on 1 January
2018. He is now serving as the chairman of audit committee and
corporate governance committee, and a member of remuneration
committee and nomination committee of the Company.

Mr. Chen has been a senior investment manager of Haitong
Capital Investment Co., Ltd. since August 2011 and is mainly
responsible for pre-investment research, post-investment
management and coordination between relevant parties of
investment projects. Before joining Haitong Capital Investment
Co., Ltd., Mr. Chen worked as an analyst of the Investment Center
of the State Administration of Foreign Exchange from July 2010 to
May 2011 and was mainly responsible for calculation and
statistical work relating to daily foreign exchange positions as well
as monthly performance analysis and attribution. Prior to this, Mr.
Chen successively worked for Shanghai Lixin Ruisi Information
Management Co., Ltd. and Tebon Securities Co., Ltd. in various
positions during the period from June 2008 to December 2009.

Mr. Chen obtained a master’'s degree in management from the
School of Management of Fudan University in June 2010 and a
bachelor’'s degree in management from the School of
Management of Xiamen University in June 2007. Mr. Chen is also
a certified public accountant, a non-practising member of the
Chinese Institute of Certified Public Accountants, and a CFA
charterholder. Mr. Chen is a qualified securities practitioner and
funds practitioner.
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BIOGRAPHICAL DETAILS OF DIRECTORS

INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Ji Fang
Independent Non-executive Director

Ms. Ji Fang (“Ms. Ji"), aged 46, has been appointed as an
independent non-executive Director of the Company on 1 January
2019. She is now serving as the chairlady of remuneration
committee, and a member of audit committee, nomination
committee and corporate governance committee of the Company.

Ms. Ji has over 20 years of experience in senior corporate
management, industrial investment and capital operations. She
specializes in large enterprise cost control, multinational supply
chain management, sales operation management, risk assessment,
investment decision-making, and project management, etc. Ms. Ji
is serving as the chief executive officer of Guangzhou Parallel Line
Investment Management Co., Ltd.* (BMFEITHIEEERBRA
Al). Ms. Ji held senior management positions at several famous
companies in the past, including chief executive officer of Sichuan
Bangminrong Investment Guarantee Consulting Co., Ltd.* (F8)I]
EHRMITERRFBHER AT, vice chairlady of Zhejiang
Zhengrui Industrial Investment Co., Ltd.* (T IEIn B E KR EBR
2 A)); assistant to the president of Otis Elevator Company North
Asia Pacific Headquarters and key clients manager of Otis Elevator
Company in China region.

Ms. Ji holds an undergraduate degree in economic management
from the Southwest Minzu University and a master’s degree in
business administration from Edinburgh Business School, Heriot-
Watt University in the United Kingdom. She has completed a
postgraduate course in political economics at Sichuan University.
She is familiar with the investment environment and policies of
the People’s Republic of China. Ms. Ji has a deep understanding
of the project incubation and corporate mergers and acquisition
practice in areas such as emerging manufacturing, new materials
and the Internet. She was invited to be the guest lecturer of the
business administration program for president course of Shanghai
Jiao Tong University.
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BIOGRAPHICAL DETAILS OF DIRECTORS
ESEE

INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Gao Shuo
Independent Non-executive Director

Mr. Gao Shuo (“Mr. Gao”), aged 37, has been appointed as an
independent non-executive Director of the Company on 6
November 2017. He is now serving as the chairman of nomination
committee, and a member of audit committee, remuneration
committee and corporate governance committee of the Company.

Mr. Gao has 12 years of experience in investment management.
He is currently a partner of Hanfor Capital Limited* (Z& (4t 50)
& KN E I A B A Al), and participated in the RAZER equity
investment project. From April 2015 to May 2016, Mr. Gao
successively served as vice-president, managing director of risk
compliance centre and chairman of strategy committee of ZZ
Capital* (FRTEE 7). From April 2011 to April 2015, he served as
board secretary cum general manager of capital operations centre
of Zhongze Holdings* (2425 E ). From June 2007 to March
2011, he successively served as division head and department
head of project investment management of Goldman Sachs, and
participated in the YK merger and restructuring project. From
2005 to March 2007, he was the investment risk specialist of Bank
of Tokyo-Mitsubishi UFJ. He is a certified public accountant of
China, financial analyst of Japan Finance Federation* ( B 7~ 4 @B

&) and appraiser of Higashi-Nippon Bank Federation* (3 B 7K
iR 17 B & ). Mr. Gao holds a master’s degree from Waseda
University in Japan, majoring in law and finance.

* for identification only
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REPORT OF THE DIRECTORS

The Directors are pleased to present their report and the audited
consolidated financial statements of the Group for FY2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Company’s principal subsidiaries are set
out in note 21 to the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for FY2020 are set out in the
consolidated statement of profit or loss and other comprehensive
income.

The Board does not recommend the payment of any dividend for
FY2020 (2019: Nil).

BUSINESS REVIEW

A review of the business of the Group during FY2020 and a
discussion on the Group's future business development, possible
risks and uncertainties that the Group may be facing are provided
in the Management Discussion and Analysis.

The financial risk management objectives and policies of the
Group are shown in note 33 to the consolidated financial
statements. An analysis of the Group’s performance during
FY2020 using key financial performance indicators is provided in
the Financial Review.

Discussion on the Group's environmental policies and
performance, relationships with its key stakeholders and
compliance with relevant laws and regulations which have a
significant impact on the Group will be provided in the
Environmental, Social and Governance Report which will be
published on the websites of the Company and the Stock
Exchange no later than three months after the publication of this
Annual Report.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 34(b) to the
consolidated financial statements and the consolidated statement
of changes in equity on page 63 respectively.
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REPORT OF THE DIRECTORS
EEWME

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, as at 30 June
2020, the contributed surplus and share premium accounts are
distributable to the Shareholders provided that immediately
following the date on which any dividend is proposed to be
distributed, the Company will be able to pay its debts as they fall
due in the ordinary course of business.

Movements in the distributable reserves of the Company during
the year ended 30 June 2020 are set out in note 34(b) to the
consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and
equipment during the year ended 30 June 2020 are set out in
note 16 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 30 June 2020, sales to the Group's five
largest customers accounted for 64.0% of the Group's total sales
for the year and sales to the largest customer included therein
amounted to 26.8%.

During the year ended 30 June 2020, purchases from the Group’s
five largest suppliers accounted for 84.3% of the Group’s total
purchases for the year and purchases from the Group’s largest
supplier included therein amounted to 47.4%.

Save as disclosed, none of the Directors or any of their close
associates or any shareholders (which to the best knowledge of
the Directors, own more than 5% of the Company’s issued share
capital) had any interest in the Group's five largest customers and
suppliers.

RELATED PARTY TRANSACTIONS

Details of the significant related party transactions undertaken
during the year under review are disclosed in note 39 to the
consolidated financial statements. Save as disclosed below, these
related party transactions either (i) do not constitute connected or
continuing connected transactions or (ii) fall under the definition
of a connected or continuing connected transaction, but are
exempt from the reporting, annual review, announcement and
independent shareholders’ approval requirements under Chapter
20 of the GEM Listing Rules.
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REPORT OF THE DIRECTORS

DONATIONS

No charitable donation was made by the Group during the year
ended 30 June 2020 (2019: HK$1,000).

DIRECTORS

The Directors of the Company who held office during the year
and up to the date of this report are:

Executive Directors:

Mr. ZHU Yongjun
Ms. WANG Fei (Resigned on 5 September 2020)
Ms. TIAN Yuan

Independent Non-executive Directors:

Mr. CHEN Ce
Mr. GAO Shuo
Ms. JI Fang

Pursuant to the Company’s articles of association (the “Articles of
Association”), Mr. Chen Ce, Mr. Gao Shuo and Ms. Ji Fang will
retire from the Board at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election as Directors at
the forthcoming annual general meeting of the Company.

CHANGES OF DIRECTORS’ INFORMATION

Upon specific enquiry by the Company and following
confirmations from the Directors, save for disclosed herein, there
is no change in the information of the Directors required to be
disclosed pursuant to Rule 17.50A(1) of the GEM Listing Rules
since the Company’s last published interim report:

1. Ms. Wang Fei resigned as an executive Director, chief
executive officer, and chairlady and member of corporate
governance committee of the Company, with effect from 5
September 2020.

2. Mr. Chen Ce has been appointed as the chairman of
corporate governance committee of the Company, with
effect from 5 September 2020.
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REPORT OF THE DIRECTORS
EEWME

DIRECTORS’ SERVICE CONTRACTS

As at 30 June 2020, none of the Directors proposed for re-election
at the forthcoming annual general meeting has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.

INTERESTS IN TRANSACTIONS, ARRANGEMENTS
AND CONTRACTS

No transaction, arrangement or contract of significance in relation
to the Company’s business to which any subsidiary of the
Company or the ultimate holding company of the Company or
any subsidiary of such ultimate holding company was a party and
in which a Director of the Company or any entities connected
with a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the financial year or
at any time during that financial year.

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

None of the Company or any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during FY2020.

MANAGEMENT CONTRACT

There was in existence during FY2020 a management services
agreement dated 2 May 2017 with CS Legend Corporate Services
Limited (“CS Legend”), whereby CS Legend agrees to provide
company secretarial services to the Group.

EQUITY-LINKED AGREEMENT

Save for the Share Option Scheme adopted by the Company on
28 January 2015 and the subscription agreement entered into
between the Company and Zhong Baomei dated 22 November
2019 (disclosed as below), no equity-linked agreement was
entered into by the Company during the financial year or subsisted
at the end of the financial year.

20 MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

EERBEHN

RZZF-ZFFRNA=1TH #REERRBF
ARELEEECZESMERARFTLAR
AR —FRAXNEE OCEERBERIN 7RI
L2 RFEEH -

X5 REREHER

TR B IR 4R T 4 SR B 3l 7K B KA ) B PR
BEEARBEANEBRRRAR B REE
B B Sk B AR B A RIET S 2 BLAN A A 75
MEBEAMARRNESRIMERRFE
EERECERERAMEERETHEEERRE
BIRP  BHHAEHK -

KRB RETAHBARNR - E-_ZEYFHE
BE  HEsBOARRZEM EMES -
BEEEL

R-ZZE-ZWUF  ARARR-_ZT—tFRAZ
AEERCERFERAA([EE T LER
RIEE4 - Bt EBREARNEEIRERA
MWERRFE -

JIR SR 80 175 5

BRARRNR-FE-—RhF—A -+ N\BRAZE
B LARA - E-NFE+—A=-+=H
HARR REE SRR WA BEH®E(WELT)
P RINNI)AZN e E S R S WA & 228 k)
- MERNAUBRFEEREEESDAFEZ
P 88 1% o



REPORT OF THE DIRECTORS

ISSUE OF SHARES

On 22 November 2019, the Company entered into the
subscription agreement (the “Subscription Agreement”) with
Zhong Baomei (the “Subscriber”), an independent third party,
pursuant to which the Subscriber conditionally agreed to subscribe
for, and the Company conditionally agreed to allot and issue,
20,000,000 ordinary shares at the subscription price of HK$0.25
per share in accordance with the terms and conditions as set out
in the Subscription Agreement (the “Subscription”). The
Subscription was completed on 9 December 2019. The total
subscription price of HK$5,000,000 was paid by the Subscriber in
cash at the completion of the Subscription. The aggregate nominal
value of the Subscription Shares is HK$200,000.

Subscription Price
The subscription price of HK$0.25 per share represents:

(i)  a discount of approximately 18.03% to the closing price of
HK$0.305 per share as quoted on the Stock Exchange on
the date of the Subscription Agreement; and

(i) a discount of approximately 18.03% to the average closing
price of approximately HK$0.305 per share as quoted on the
Stock Exchange for the last five (5) trading days immediately
prior to the date of the Subscription Agreement.

The price was determined after arm’s length negotiation between
the Company and the Subscriber with reference to the prevailing
market conditions and the recent share price performance and
liquidity of the shares.

Reasons for and Benefit of the Subscription

The Directors consider that the Subscription represents an
opportunity to raise additional funding for the Group’s business
operation. The Subscription will also strengthen the capital base
and financial position for the Group’s future business
developments and broaden the shareholder base of the Company.

The Directors consider that the terms of the Subscription
Agreement (including the subscription price) and the transactions
contemplated thereunder are fair and reasonable and in the
interests of the Company and the shareholders as a whole.
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Use of Proceeds

Each of the gross proceeds and net proceeds from the issue of the
shares is estimated to be approximately HK$5,000,000 and
HK$4,990,000 respectively. The Company intends to use the net
proceeds for general working capital of the Group and for the
future development of the Group’s business. The net price of each
share is approximately HK$0.25.

The table below gives out the details of the use of proceeds
during the period under review:

Allocation of
Net Proceeds

FIEREFEDE
HK$°000

Issue of 20,000,000 shares RZE—NF
on 9 December 2019 TZAAAET
20,000,000 j% A% 19
General Working Capital —REEEER
and Future Development RREBERE

of Business

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, every Director shall be
indemnified and secured harmless out of the assets of the
Company from and against all actions, costs, charges, losses,
damages and expenses which he/she shall or may incur or sustain
by reason of any act done, concurred in or omitted in or about the
execution of his/her duty or supposed duty in his/her office.

The Company has arranged appropriate liability insurance to cover
the Directors and officers of the Group.
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SHARE OPTION SCHEME

On 28 January 2015, the Company adopted the Share Option
Scheme and the major terms of the Share Option Scheme were
summarized as follows:

(@) Purpose of the Share Option Scheme

The Company adopted the Share Option Scheme on 28
January 2015 by shareholder’s written resolution.

The purpose of the Share Option Scheme is to enable the
Group to grant options to selected participants as incentives
and rewards for their contribution to the Group. It became
effective for a period of 10 years commencing on the date
on which the Share Option Scheme was adopted.

(b)

Participants of the Share Option Scheme

Pursuant to the Share Option Scheme, the Company may at
its absolute discretion grant options to the following persons
(the "Eligible Participants”):

(a)

(b)

(0)

(d)

(e)

(f)

(9)

(h)

any employees (including any executive Directors) of
the Group or any entity in which any member of the
Group holds any equity interest (the “Invested Entity"”);

any non-executive Directors (including independent non-
executive Directors) of the Group or any Invested Entity;

any supplier of goods or services to the Group or any
Invested Entity;

any customer of the Group or any Invested Entity;

any person or entity that provides research,
development or other technological support to the
Group or any Invested Entity;

any shareholder of the Group or any Invested Entity or
any holder of any securities issued by the Group or any
Invested Entity;

any adviser (professional or otherwise) or consultant to
any area of business or business development of the
Group or any Invested Entity; and

any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group,

and, for the purposes of this Share Option Scheme, the offer
may be made to any company wholly-owned by one or more
Eligible Participants.
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SHARE OPTION SCHEME (continued)

(c)

(d)

24

Total number of shares available for issue under
the Share Option Scheme

The total number of shares may be granted under the Share
Option Scheme is 40,000,000 shares, representing
approximately 9.52% of the total issued shares of the
Company as at the date of this annual report. The maximum
number of shares of the Company which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any other
schemes of the Company shall not exceed 30% of the total
number of shares of the Company in issue from time to
time.

Maximum entitlement of each participant

The total number of shares issued and to be issued upon
exercise of the options granted to each participant (including
both exercised and outstanding options) in any 12-month
period must not exceed 1% of the total number of shares of
the Company in issue, unless approved by the shareholders
of the Company in the manner as stipulated in the Share
Option Scheme.

For any grant of options to a substantial shareholder of the
Company or an independent non-executive Director or any
of their respective close associates, the total number of
shares issued and to be issued upon exercise of all options
already granted and to be granted (including options
exercised, cancelled and outstanding) to such person in the
12-month period up to and including the date of such grant
must not:

(@) exceed 0.1% of the total number of shares of the
Company in issue; and

(b) have an aggregate value, based on the closing price of
the shares at the offer date of each offer, in excess of
HK$5 million;

unless such grant of options approved by the shareholders
of the Company in a general meeting.

MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

B AR E (8D
(c) BREGBETITFRITZIROLEH

(d)

BIEBRETSATERE ZRODBE A
40,000,000 f%  HHE R AR BN AREHR B
HIE BT DB E 2 499.52% » REBALIE
B R AR B 2 A H BT EIET
2 EMPERHBERITEZ BREETE
BRI &Ra RO E TMESBALAA
A TEE BTN A 2 30% °

ESHRETABZESROEE

REMI2ZEARERS2EERLZE
Pt (BB T LR ARTTEE Z EAHE) &
TEREHITRETETZRDERTF
BBARRDHITRMOBEZ1% @ 1ER
RS 81 PTR] 77 U A BRI &
ERROD

AR ARERRRBBULIFATEER
MEE B ZENETHE AR D 2 T3
BEME  RBEEEEEL B (2%
B IENREAREAEEREREBAL
Bhz2aBRE(BRETE Dl
KR ARITIE 2 BB A ) TR D 1T R
# T EIT 2 BRI HBER

(a) THHBBAARDEITRMNHAS
0.1% : &

(b) RAZREBEREODRENENZ
ZHEHNBEHESE) TEEB
5,000,000 7T :

I

AR BRERRRAE LEARF
PR AL/ RIUBR S



REPORT OF THE DIRECTORS

SHARE OPTION SCHEME (continued)

(e)

U]

(9)

Time of exercise of options

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during a period to be
determined and notified by the Directors to each grantee,
which period may commence on the date on which the offer
for the grant of options is made but shall end in any event
not later than 10 years from the date of grant of the option
subject to the provisions for early termination thereof. No
minimum period for which the option must be held before it
can be exercised is specified in the Share Option Scheme.

The subscription price per share

The subscription price per share in respect of an option
granted under the Share Option Scheme is such price as
determined by the Board of the Company at the time of the
grant of the options, but in any case the subscription price
shall not be lower than the higher of:

J the closing price of the shares of the Company as
stated in the daily quotation sheets issued by the Stock
Exchange on the date on which the options are
offered, which must be a business day;

J the price being the average closing price of the shares
of the Company as stated in the daily quotation sheets
issued by the Stock Exchange for the five business days
immediately preceding the date of offer of the options;
and

J the nominal value of a share of the Company on the
date of offer.

Payment on acceptance of option

A non-refundable sum of HK$1.00 is required to be paid by
each grantee upon acceptance of the granted option. An
option may be accepted by a participant within 21 days from
the date of offer for the grant of option.
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SHARE OPTION SCHEME (continued)

(h) Duration of the Share Option Scheme

The Share Option Scheme will remain in force for a period of
10 years from its adoption date (i.e. 28 January 2015). The
Share Option Scheme will terminate or expire (as the case
may be) on the earlier (i) the approval of the shareholders in
a general meeting, and (ii) at the close of business on the
day immediately preceding the tenth anniversary of the
adoption date (Scheme Period).

As at the date of this report, no share option has been granted,
expired, lapsed, exercised or cancelled.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is based on
their merit, qualifications and competence. The Company has
adopted the Share Option Scheme as an incentive to Directors and
eligible employees, details of the Share Option Scheme is set out
in note 35 to the consolidated financial statements.

The emoluments of the Directors are recommended and approved
by the Remuneration Committee and the Board respectively,
having regard to the Company’s operating results, individual
performance and comparable market statistics.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors and the five highest
paid individuals of the Group during FY2020 are set out in note
12 and note 11 to the consolidated financial statements
respectively.

SHARE CAPITAL

Details of movements in the Company’s share capital during the
year are set out in note 31 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association or the Laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new Shares on a pro rata basis to
existing Shareholders.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that was publicly available to the
Company and within the knowledge of its Directors, as at the
date of this Annual Report, there was sufficient public float of not
less than 25% of the Company’s issued shares as required under
the GEM Listing Rules.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2020, the interests and short positions of the
Directors and chief executive in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO"))
which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to
have under such provisions of the SFO), or which were recorded in
the register required to be kept by the Company under Section
352 of the SFO, or which were, pursuant to Rules 5.46 to 5.67 of
the GEM Listing Rules, required to be notified to the Company
and the Stock Exchange, were as follows:

Interests in Shares of the Company

Name of Director

Capacity

ESHR 8%

Beneficial Owner

Ema A

Mr. Zhu Yongjun
RBESLLE

Ms. Wang Fei (Resigned on Beneficial owner

5 September 2020)

TR+ (RZZEZF EnEAA
NARBET)
Notes:

As at 30 June 2020, the Company had 420,000,000 Shares in issue.

Abbreviation: “L" stands for long position.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS

As at 30 June 2020, so far as is known to the Directors of the
Company, persons (other than the Directors or chief executive of
the Company) who had interests or short positions in the Shares
or underlying Shares of the Company which would fall to be
disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company

under Section 336 of the SFO were as follows:

Name of Shareholders

KREB

Jiang Peijie
BiEz
7Road Holding Limited
FLRBERERDA
United Conquer Limited ("UCL")
United Conquer Limited ([UCL])
Shanghai Hutong Investments Centre
(Limited Partnership)*
("SHIC")
FRBARRET O (ERA)
(I E8#Am])
BOC-HFT-BOC-Overseas
No.1 QDII Segregated Account
("BOC Account”)
BEE— RERTEIN QDI
BEERE([PRER:E])
Shanghai Angell Asset Management
Company Limited*
("Shanghai Angell”)
TEREAEERERRA
([EBRE])
Jilin Province Investment Group*
EMEREEHE
Yao Ligang
SR

* For identification purpose only

Notes:

Capacity

5%

Beneficial Owner

E=BEBA

Beneficial owner

ExBEBA

Interest of controlled corporation
RELEER

Beneficial owner

ExBEBA

Interest of controlled corporation
RELEER

Investment manager

REEE

Interest of controlled corporation

REEE gD

Interest of controlled corporation
XEEEER
Interest of controlled corporation
XEEEER

1. As at 30 June 2020, the Company had 420,000,000 Shares in issue.

2. SHIC's deemed shareholdings stated above were held by virtue of its 100%

shareholding interests in UCL.
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69,597,169 (L) 16.57%
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119,597,169 (1) 2848% 4
119,597,169 (L) 28.48% 5
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS (continued)

Notes: (continued)

3. BOC Account's deemed shareholdings stated above were held as a trustee of
a discretionary trust of which SHIC was the founder.

4. Shanghai Angell’s deemed shareholdings stated above were held by virtue of
its 1% capital commitment in SHIC’s contribution through general
partnership.

5. Jilin Province Investment Group’s deemed shareholdings stated above were
held by virtue of its 37.03% capital commitment in SHIC's contribution
through limited partnership.

6. Yao Ligang's deemed shareholdings stated above were held by virtue of its
43.20% capital commitment in SHIC's contribution through limited
partnership.

Abbreviation: “L" stands for long position

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the sections headed “Share Option Scheme”
and “Directors’ and Chief Executive’s Interests and Short Positions
in Shares, Underlying Shares and Debentures” above, at no time
during the year was the Company, any of its holdings companies,
subsidiaries or fellow subsidiaries a party to any arrangements to
enable the Directors or the chief executives of the Company or
any of their respective spouses or children under 18 years of age
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ INTEREST IN COMPETING
BUSINESS

For FY2020, the Directors are not aware of any business or interest
of the Directors, the controlling Shareholders and their respective
associates (as defined under the GEM Listing Rules) that compete
or may compete with the business of the Group and any other
conflicts of interests which any such person has or may have with
the Group.
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AUDITORS

Following the resignation of HLB Hodgson Impey Cheng Limited
("HLB") as auditors of the Company on 24 April 2017, RSM Hong
Kong (“RSM"), whose Chinese practice name was changed from
RIGEE(EB) GBS to BREGFTMMEHFT on 22
November 2018, was appointed as the auditors of the Company
by the shareholders of the Company at the extraordinary general
meeting held on 31 May 2017 to fill in the vacancy following the
resignation of HLB.

Following the resignation of RSM as auditors of the Company on
6 July 2020, Yongtuo Fuson CPA Limited (“Yongtuo”) was
appointed as auditors of the Company by the Directors on 7 July
2020 to fill in the vacancy following the resignation of RSM.

The Board confirmed that there was no disagreement between
HLB and the Company.

The Board also confirmed that there was no disagreement
between RSM and the Company.

Save as disclosed above, there were no other changes in auditors
of the Company during the past three years.

The consolidated financial statements for FY2020 have been
audited by Yongtuo who will retire and, being eligible, offer
themselves for re-appointment at the forthcoming annual general
meeting of the Company. A resolution will be proposed at the
forthcoming annual general meeting for the re-appointment of
Yongtuo as auditors of the Company.

On behalf of the Board

Zhu Yongjun
Chairman

Hong Kong
30 October 2020

30

MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

2 L]

EHEGSMEBAARAR (TEFHRN=
Z—+tFMOA - +HHEBEARFZEME
EREEIEGH([ERE]D) (HEhXHAES
R -ZE-N\Ft—-A-+-BRPREEFE
B)BEMEBMEE RERESIMERM)
ER-ZZE—tFAA=+—HRITHRRE?
RE LERARBRREZERAREZEERD - A
B RBH TR -

BEEZEFIN T _EFLANAHBEIALRT
ZRENR KM EEEMELMAERAT
(X NER-—Z-_FTFLALHEEELE
RARBIZEED - LIEREZE B RFHERAOZ=ER ©

EEeRABEFERARRLES R HL -

EFENEREFREARALEE R DI -

B E XX EE SN -
A I 28 A B & o

RBE=F » KRR

—T_TYUF RV BRRE BohEZ
KIBHRRE A EBBBEERARREE
BRBFAE LBEEEE - BREMNZREIKA
RARRZEE ZRERE R EERRBFX

gLHRE -

RESER

KBE

BB
—E-EF+A=1H



CORPORATE GOVERNANCE REPORT
Dessapa

CORPORATE GOVERNANCE PRACTICES TEERE

The Group's corporate governance framework is based on two ZAREEMDZEEQIERIENMEEZEES
main beliefs:

e the Group is well-committed to maintain good corporate o AREEHNREZRRITNCEEEEHEL

BF R

AEBRBIFERAN T AZEETH
ROER - URRREEBABER -

governance practices and procedures; and

o the Group recognises the need to adopt practices that
improve itself continuously for a quality management.

Accordingly, the Group is committed to maintain high standards & it ZLK%@@UJZ’Q EKFENEER LR
of corporate governance with a view to safeguarding the interests B%ﬁﬂ&%Zﬂ/\ o BhEE \J It B & - RAFE B
of its shareholders. To accomplish this, the Company has adopted ~ #1GEM =77 38 B Ff 4% + A & b =6 <F Al
the principles and code provisions of the Corporate Governance ((ﬁ%%;ﬁ#&]))g%/ﬁu SFRVMEXVE A
Code (the “CG Codes”) contained in Appendix 15 to the GEM &lB &2 M¥& 60 c REE T T4~
Listing Rules as its own code of corporate governance. Duringthe A =-+HFFE - NEE —H B GEM iR
year ended 30 June 2020, the Group is in compliance with the CG Bt + A FrE 2 (2B 8T8 - HARFERAT
Code as set out in Appendix 15 to the GEM Listing Rules, except 5 Z{RBEIF LRI -

the deviation disclosed herein:

A2.1

A7

Code Provision

<FRIRX

The roles of chairman and chief
executive officer should be separated
and should not be performed by the
same individual.

ITERTBBH c AEREMRRD
TREHF— ALHEE-

Board meeting papers should be sent,
in full, to all directors at least 3 days
before the intended date of meeting.

%%QQ%X#J&“EA%&E TE#A
AR ZREHFEARERES -

Deviation

Bk 1R 5

Following the
resignation of Ms.
Wang Fei as Chief
Executive Officer of the
Company (the “CEQ"),
the Chairman took role
of CEO of the Company
temporarily.

FELLBEIAREIT
e gL ([TTBAEE])
% FREUREERR
AT AR AL BT -

During the year, certain
Board meetings were
held and the relevant
board meeting papers
were sent to all
Directors less than
three days before the
date of the Board

meeting.

REA - ﬁﬁ%?%%
Q?% L EES
X#Fﬁ%AQEH
%WTE REZZE
B

T TEEERE-BEE

Considered Reason
for Deviation

HimEktE R Mz RE

The Board would make its best
endeavours to identify an
appropriate person for the position
of the CEO of the Company.

EESRBERAZIMER/EA
EBEERNRBITHAER -

The Board members of the Company
were informed by the management
of the Company by email, by
WeChat or by phone on the updated
information from time to time.
Although the meeting papers could
not be sent to the directors at least
three days, the Board members still
have sufficient information to discuss
the matters on proposed projects or
transactions of the Company on
time.

ARFAEFERKE B ALTEEE

THAEE - HEABEEARY
B - BEGHXRENE DS

%ﬁﬁﬁi%% SE=gkBINER
REMALE I wmE AR REE
HESRFGZER -
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c.1.2

C.21

COMPLIANCE WITH CODE OF CONDUCT FOR

Code Provision

<FRIRX

Management should provide all
members of the Board with monthly
updates giving a balanced and
understandable assessment of the
Company'’s performance, position and
prospects in sufficient detail to enable
the Board as a whole and each
Director to discharge their duties
under Rule 5.01 and Chapter 17 of
the GEM Listing Rules.

EIEERTANES BN ERME
E%ﬁﬂ'ﬁﬂﬁﬁmﬁﬂm%ﬁ\
MR M AT SRR IE N SRIER L
H AR EEAEETEeNEES
E1TGEM ET#3 BRI 5.01 146 &5
+EEMRENRE -

The Board should oversee the
Company’s risk management and
internal control systems on an
ongoing basis, ensure that a review of
the effectiveness of the Group's risk
management and internal control
systems has been conducted at least
annually and report to Shareholders
that it has done so in its Corporate
Governance Report. The review should
cover all material controls, including
financial, operational and compliance
controls.

é%AEF%%%$QTMHﬁE

NANEBEE R AT - REDTF R
//\ZKEIE}JH AAEIE&WABﬁ)»* /?‘
FHIEBE - Iﬁﬁﬁ\%%/u#&/‘t#
MAR R B R S A B AR T o sZ AR aT
EREMBERNES - BIEVS - &
ERERER -

Deviation

1w Bk 1B R

The management could
not provide the
Directors with updated
financial information of
the Company each
month.

EREmEEANES
IR EAR A 7 O E TS
&k -

During the year, the
Board identified certain
deficiencies in internal
control systems over its
compliance matters.

RER - BEFESCHET
ARG RSENANHE
%%nTEm =T iR

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors (“Securities Code”) on terms no less
exacting than the required standard of dealings set out in Rules

5.48 t0 5.67 of the GEM Listing Rules.

Each of the Directors gave confirmation that he/she was in
compliance with the Securities Code during the year ended 30
June 2020.
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FEEFHOER
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Considered Reason
for Deviation

P imBE B C M2 R E

The Board members of the Company
were still informed by the
management of the Company by
email, by WeChat or by phone on
the updated information of the
Company'’s performance and future
business plan from time to time.

ARREFESKENBEARRER
BIEKEER MEXEFE0E
BAARAIHRIR FORREH =+ EIH
wETEH ©

The Company would engage an
external consultant to further review
its certain existing internal control
measures on the areas agreed by the
Board and provide suggestions and
recommendations to improve its
internal control systems and risk
management system to the Group.
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BOARD OF DIRECTORS

Key features of our Board

Independence

The Company emphasises on independence and objectivity of the
Board and all committees. With the services of two executive

Directors and three INEDs, the Board would have a prudential
oversight on the Company’s businesses and developments.

Audit
Board Committee
4 EZEZEE

Nomination
Committee
RREE"

TEERRE

Exg
EZENEERA
Bt

ARRIBREEGLMA TBZBE @B UIE
REBMN MERTEER =B IIFRTE
ERBREFS  BREBARANELNE
JEO

Remuneration
Committee

MRS

Corporate Governance

Committee
EEREES

@ Executive Director @ Independent Non-executive Director
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BOARD OF DIRECTORS (continued) BEEg@)

Key features of our Board (continued) EESNERESE(E)
Commitment FRIE

The Company attaches great importance to the level of Directors’ AN AGIFIFEERESH ARG NEFT SR HRIE
commitment to the Company and the Board. Each Director has 2/ - G R EEBGLHEETe N (BLEE®
actively participated in the Board’s, committees’ and shareholders’ @i EIREAS  HEEEaHER - KEEE
meetings with a high attendance rate. The Directors have devoted W7t RN A A B MY EER AN TIHE
sufficient time to the Company and closely monitored the  # o

Company'’s businesses.

Attendance Rate at Meetings

ERHER
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Board Audit  Remuneration Nomination Corporate General

Committee Committee Committee Governance  Meeting
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BExg EXA Fr M R4 = 3 RERAE
=g ZE® Z8® ©Bh%Eg
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BOARD OF DIRECTORS (continued) EEg
Attendance at Meetings HESE

The following table shows Directors’ attendance at Board’'s TRELASEENHEZ-_E-_ZFA=1+H
meetings, committees’ meetings and general meetings held inthe |FBABIEERNRT 7 EEZTE €3 (BEZES
financial year ended 30 June 2020: Z AR ZHFEBR

Meetings Attended/Held
HE/Bred
CORPORATE

REMUNERATION AUDIT  NOMINATION  GOVERNANCE GENERAL

BOARD COMMITTEE COMMITTEE COMMITTEE COMMITTEE MEETING
Ezg BRZE. REZEE® (HEERZES BRAE
(Total: 6) : Total: 5) (Total: 1) Total: 1) (Total: 1)
(85 60%) 2R (%5t :50) (5 1R) H1R) (5 1))

Executive Directors
HTEE
Mr. Zhu Yongjun — Chairman 56 NANER NANER NAMER NAMER 10
REREE— R
Ms. Wang Fei — Chief Executive Officer

(Resigned on 5 September 2020) 6/6 NATEF NARER N/ANE o 11
TFELLE — e

(R-Z-ZFENARAEML)
Ms. Tian Yuan 6/6 NANEF NAREE N/ANiE NATNER n
BEZL

Independent Non-executive Directors
BUFHTES
Mr. Chen Ce 6/6 2 5/5 n 1 o1

RFRE
Ms. Ji Fang 6/6 2 5/5 /1 /1 on

AL
Mr. Gao Shuo 6/6 20 5/5 /1 /1 on
REBLE
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BOARD OF DIRECTORS (continued)
Board Composition

As at the date of this Annual Report, the Board comprises two
executive Directors and three INEDs as named below. An updated
list of the Directors identifying their roles and functions is posted
on GEM'’s website and the Company’s website from time to time.

Executive Directors:

Mr. ZHU Yongjun
Ms. WANG Fei (Resigned on 5 September 2020)
Ms. TIAN Yuan

Independent Non-Executive Directors:

Mr. CHEN Ce
Mr. GAO Shuo
Ms. JI Fang

The biographical details of the Directors are set out in the
“Biographical Details of Directors and Senior Management”
section of this Annual Report.

In compliance with Rules 5.05(1) and (2) of the GEM Listing Rules,
Mr. Chen Ce and Mr. Gao Shuo have appropriate professional
qualifications or accounting or related financial management
expertise.

Each Director has sufficient experience to hold the position so as
to carry out his/her duties effectively and efficiently. The Board
provides the Group with diversified industry expertise, advised the
management on strategic development and the Board maintains
high standard of compliance with financial and other mandatory
reporting requirements as well as providing adequate checks and
balances to safeguard the interests of Shareholders and the
Company as a whole.
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BOARD OF DIRECTORS (continued)
Board Diversity

In compliance with the requirement set out in Code Provision
A.5.6 of the CG Code, the Company has put in place a Board
diversity policy (the “Board Diversity Policy”) which sets out its
approach to achieve diversity on the Board, and a sustainable and
balanced development of the Company.

Measurable Objectives

The Company seeks to achieve Board diversity through the
consideration of a number of factors, including but not limited to
gender, age, cultural and educational background, professional
experience, skills, knowledge and length of service. The Company
will also take into account factors based on its own business
model and specific needs from time to time. The ultimate decision
will be based on merit and contribution that the selected
candidates will bring to the Board. The Nomination Committee
will from time to time discuss and agree on the measurable
objective for achieving diversity of the Board. For the purpose of
implementation of the Board Diversity Policy, the following
measurable objectives:

1. at least one third of the Directors shall be independent non-
executive Directors;

2.  atleast one Director is female; and

3.  atleast one Director shall have obtained accounting or other
professional qualifications.

During the year ended 30 June 2020, all the measurable objectives
have been fulfilled.

Dessapa
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BOARD OF DIRECTORS (continued)
Progress

The Board and the Nomination Committee believe that the
diversity of the Board is sufficient given that there are Directors
from different industries and with different experience, skills and
knowledge. As at 30 June 2020, the analysis of the Board diversity
is set out as follows:

Exg @)
ER

E=eiERTEeR R ERNEFRETH
TERABIRER  RERNE REFS
xRnZmTlb - RZFE_ZTFRA=1TH E=F
&b trEsImT

Board Diversity Statistics

$é§7l3ﬂ3n)un—|'

100

30 Executive Female

- . - .
60

40 Independent

Category Gender
Ll MR

Chairman and the Chief Executive Officer

The roles of Chairman and CEO are separated to reinforce
independence accountability and responsibility. Mr. Zhu Yongjun
is the Chairman of the Company who is responsible for enabling
effective operation of the Board. Ms. Wang Fei was the CEO of
the Company who was responsible for the day-to-day
management of the Group’s business until her resignation on 5
September 2020.

Following the resignation of Ms. Wang Fei, there is no CEO in the

Company. The Board still identifies an appropriate person for the
position of CEO of the Company.

38 MILLION STARS HOLDINGS LIMITED » ANNUAL REPORT 2020

Non- Mal
Executive clis 31-40
S
20 . .

Age Group
FHAa Rl

EERTHAR

ITRERTBEHzAGRD - AEEBIE -
RENMEE - RBEERLERARALIE  BF
FBEESTUNARER  TFEXL/ARFT
B AEAEEEBZARER  BEEW
RIZ-ZEFAARHBERL -

REFZLEER  ARAABITHAE - &
Z2EVERBABEEARRITHAER -



CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (continued)
Role and Function of the Board and the Management

The Company has set out the respective functions and
responsibilities which can be reserved to the Board and delegated
to management or Board committees. The Board delegates day-
to-day operations of the Group to management while reserving
certain key matters, mainly relating to the approval and
monitoring of the Group’s overall strategies, policies and business
plans; and overseeing and evaluating the performance of the
Group. It is also responsible for promoting the success of the
Group and its businesses by directing and supervising the Group’s
affairs. Board committees for specific functions are also set up to
ensure efficient Board operations. The composition and functions
of each Board committee and their major roles and functions are
described below. The final decision still rests with the Board unless
otherwise provided for in the terms of reference of the relevant
committees.

CONFIRMATION OF INDEPENDENCE

The Company has received annual confirmations of independence
from each of the INEDs in accordance with Rule 5.09 of the GEM
Listing Rules. The Directors consider that all the INEDs remain
independent.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Each of the executive Directors has entered into an executive
Director’s service agreement with the Company and each of the
INEDs has entered into a letter of appointment with specific terms
with the Company with an initial term of three years, subject to
renewal by the Company. All Directors are subject to retirement
by rotation and are eligible for re-election at the general meeting
in accordance with the Articles of Association.

Pursuant to the Articles of Association, at each annual general
meeting, one-third of the Directors for the time being (or, if their
number is not three (3) or a multiple of three (3), then the number
nearest to but not less than one-third) shall retire from office by
rotation, provided that every Director (including those appointed
for a specific term) shall be subject to retirement by rotation at
least once every three years. Any Director appointed by the Board
to fill a casual vacancy or as an additional Director shall hold office
only until the next following general meeting of the Company and
shall then be eligible for re-election at the meeting but shall not
be taken into account in determining the Directors or the number
of Directors who are to retire by rotation at such meeting.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS
(continued)

Every Director, including non-executive Directors and INEDs, was
appointed for a term of three years and would be subject to
retirement by rotation and re-election at least once every three
years at the annual general meeting of the Company. Their
appointments would be reviewed by Nomination Committee
when they were due for re-election.

BOARD MEETINGS

The Group adopted the practice of holding Board meetings that
includes both executive Directors and INEDs presented in person
or through electronic means of communication regularly at least
four times every year. During regular meetings of the Board, the
Directors discussed and formulated the overall strategies of the
Group, monitored financial performances and reviewed the
financial results, as well as discussed and decided on other
significant matters. The Board will also meet on other occasions
when a board-level decision on a particular matter is required.

Generally, notice of at least fourteen days should be given for a
Company’s regular Board meeting. For all other Board meetings,
reasonable notice should be given. The Directors will receive the
agenda and accompanying documents tabled at the meeting
before regular Board meetings and will be given an opportunity to
include matters in the agenda for discussion.

In order to ensure that Board procedures, applicable rules and
code provisions are followed, all Directors are able to access the
company secretary of the Company for advice. Upon reasonable
request, the Directors will be able to seek independent
professional advice in appropriate circumstances at the Company’s
expense.

The company secretary of the Company assists the Chairman of
the Board in preparing the agenda for each meeting. Minutes of
such meetings are kept by the company secretary of the Company
or other duly authorised person during the meeting which
included all decisions made during the meetings together with
concerns raised and dissenting views expressed (if any). All
minutes are open for inspection by any Director on reasonable
notice. Such minutes are recorded in sufficient detail of the
matters considered and decisions reached. Draft and final versions
of minutes are sent to Directors for comment and records,
respectively.

All Directors gave sufficient time and attention to the affairs of the
Group to ensure a competent Board operation during the year.

40 MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

EEZAEREE @)

BREZ(BREIFNTESNELIFNTES)
ORERE=ZFEH  LERARRBRRBFEX
SrmERELRBEET ELB=F—K-
BREZZERNEERAREZE SR

EEEE=2

AEERABTEFTESRIER  EEHR
TEERBIUFNTET 2 ESTE T2 (R
hESBAE T BATN) BFHRDEHMET
mX-EEFENTHERIE EFAAT
HEAEBEABERE  ERMBRRLERH
MBEEE ARBIACEMBEAEHE - B8
FERUR - BFESFEFERER  TaREMt

BRIZHNEES R -

BE-—RENBTARREHNETSEZANE
DIAREY  ERFIAHMESTS SR Al
EHAEBRE BEFHRNBETTHEFS TR
R EIX2 8@z e REM X - FTEES
HERERZEETMATBER °

AEREZCRRF - BARESTANEXSE
BE - TEEEHEEARRRARWERESR
Boltsh  EEAREABER  EAEMNBER
TEXBUEXER  BRABAADARE-

ARAARIMEHDEFTEIFERETERHZ
B ZEeBNERLHIBARRARWE
IRERPRELARENEMALRET - £
EREFELIER 2B RE - LRIEH Z M@
MREREZRHUBR(NEB) - FIEEZRLEER
AN N HEMNERERN - ZFERLER
RAFAWTH D ZEENEE RIEHADRE ©
SHRLENTRMERRERERREEXEMB
B UHEFEHNELRRRE

REREFTSNAWEF RAFE MEE
FEHRAPHNBRELBABRARNEENEE -



CORPORATE GOVERNANCE REPORT

BOARD MEETINGS (continued)

Apart from the Board meetings, Board committees met on other
occasions during which matter relating to their respective terms of
reference was discussed. The Board committee members would
receive notice, agenda and documents to be tabled for
consideration in advance of each meeting in accordance with the
CG Code and respective terms of reference.

DIRECTORS’ AND OFFICERS’ LIABILITY
INSURANCE

The Company has arranged appropriate liability insurance to cover
the Directors and officers’ risk exposure arising out of corporate
activities. The insurance coverage is reviewed annually.

DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

A comprehensive, formal and tailored induction training will be
given to every newly appointed Director. Directors will be provided
with materials relevant to the Company’s business and director’s
duties and responsibilities. In addition, in order to allow the
Directors to understand the latest development of regulatory and
compliance issues, they are also provided with market news and
regulatory updates. A summary of their records of continuous
development training (“CPD") is as follows:
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Types of CPD Subject of CPD

Directors BERREIER BERRELIEE
Executive Directors: HiTEE:
Mr. ZHU Yongjun %ﬁﬁﬁi 1,2 A B
Ms. WANG Fei (Resigned on 5 September 2020) T34+ (R-Z-ZTFEAAAHET) 1,2 A B
Ms. TIAN Yuan mE &L 1,2 A B
Independent Non-executive Directors: BYFHTEE:
Mr. CHEN Ce Gt 1,2 A B
Mr. GAO Shuo =t 1,2 A B
Ms. JI Fang HEuL 1,2 A B

Note 1: s

1. Attending in-house training or seminars 1. it g

2. Reading newspapers, journals and updated legal and regulatory news 2. HERE  HARENEEREEEM

Note 2: MizE2

A.  The Company and the industry’s news A NARERFE

B. Laws, rules and regulations, accounting standards B. ERE - RPIRIER - SRR

—E-TEEERE « BEERARAT 41



CORPORATE GOVERNANCE REPORT

DR msagp 4

BOARD COMMITTEES

The Board has established four committees, namely the audit
committee (“Audit Committee”), remuneration committee
("Remuneration Committee”), nomination committee
("Nomination Committee”) and corporate governance committee
("CG Committee”) for overseeing various particular aspects of the
Group's affairs. All Board committees of the Company are
established with defined written terms of reference. The terms of
reference of such Board committees are available on GEM's
website and the Company’s website. The Board committees are
provided with sufficient resource to discharge their duties and,
upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the
Company's expense.

The majority of the members of the CG Committee are INEDs and
all members of Audit Committee, Remuneration Committee and
the Nomination Committee are INEDs. The lists of the chairman
and members of each Board committee are set out below.

Audit Committee

The Company established the Audit Committee on 28 January
2015 with written terms of reference. As at the date of this
annual report, the Audit Committee comprises three INEDs,
namely Mr. Chen Ce (Chairman of the Audit Committee), Ms. Ji
Fang and Mr. Gao Shuo. Mr. Chen Ce and Mr. Gao Shuo have
appropriate professional qualifications and experience in
accounting matters.

The principal responsibilities of the Audit Committee include
overseeing the Group’'s financial reporting system, risk
management and internal control procedures, reviewing the
Group's financial information and reviewing the Group's
relationship with external auditors.

During the year, five meetings of the Audit Committee were held
and resolutions were passed by the Audit Committee to review
and approve the financial results of the Group, including the
accounting principles and practices adopted, risk management
and internal control systems, the scope of non-audit services
provided by the external auditors and its independence, and
financial reporting matters (in conjunction with the external
auditors for the audited results). The Audit Committee endorsed
the accounting treatments adopted by the Group and, to the best
of its ability assured itself that the disclosures of the financial
information in the Company’s quarterly, interim and annual
reports comply with the applicable accounting standards and the
GEM Listing Rules.
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BOARD COMMITTEES (continued)
Audit Committee (continued)

The Group's unaudited quarterly and interim results and audited
annual results published during the year have been reviewed by
the Audit Committee, which was of the opinion that the
preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosure has been made.

Remuneration Committee

The Company established the Remuneration Committee on 28
January 2015 with written terms of reference. In line with good
and fair practice, as at the date of this annual report, the
Remuneration Committee comprises three INEDs, namely
Ms. Ji Fang (Chairlady of the Remuneration Committee), Mr. Chen
Ce and Mr. Gao Shuo.

The principal responsibilities of the Remuneration Committee
include making recommendations to the Board on the Group’s
policy and structure for remuneration of all Directors and senior
management; reviewing their remuneration packages, approving
the management’s proposal of remuneration packages by
reference to corporate goals, objectives and market practices.

During the year, two meetings of the Remuneration Committee
were held to review the structure and policy of remuneration of
the Group and approve the remuneration package of Directors.
The emoluments of the Directors are reviewed by the
Remuneration Committee according to the Directors’ respective
responsibilities, individual performance and prevailing market
conditions.

Nomination Committee

The Company established the Nomination Committee on 28
January 2015 with written terms of reference. As at the date of
this annual report, the Nomination Committee comprises three
INEDs, namely Mr. Gao Shuo (Chairman of the Nomination
Committee), Mr. Chen Ce and Ms. Ji Fang. The Nomination
Committee has adopted the Board Diversity Policy and the
Nomination Policy.

The principal responsibilities of the Nomination Committee include
reviewing the structure, size and composition of the Board, the
Board Diversity Policy, the Nomination Policy, making
recommendations to the Board on nomination, rotation and re-
appointment of Directors, and assessing the independence of
INEDs.
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BOARD COMMITTEES (continued)
Nomination Committee (continued)

During the year, one meeting of the Nomination Committee were
held to review the structure, size, composition and diversification
(including the skills, knowledge and experience) of the Board,
review the policy of Directors’ nomination related matters, assess
the independence of INEDs, make recommendations to the Board
on the proposal of re-appointment of Directors at the forthcoming
annual general meeting and make recommendation to the Board
on the appointment of a new Director.

Nomination Policy

The Nomination Committee adopted the Nomination Policy on 20
September 2018. Details of the Nomination Policy are set out as
follows:

Selection Criteria

The Nomination Committee shall consider the following factors in
assessing the suitability of a proposed candidate:

1. Reputation for integrity;
2. Accomplishment and experience in different industries;

3. Commitment to the Board in respect of available time and
relevant interest;

4.  Diversity in all aspects, including but not limited to gender,
age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
services

These factors are not meant to be exhaustive and decisive. The
Nomination Committee has discretion to nominate any person as
it considers appropriate.
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BOARD COMMITTEES (continued)

Nomination Policy (continued)

Nomination Procedures

1.

The secretary of the Nomination Committee or the Company
Secretary shall call a meeting of the Nomination Committee,
and invites nominations of candidates from Board member if
any, for consideration by the Nomination Committee prior to
its meeting. The Nomination Committee may also put
forward candidates who are not nominated by Board
members.

For filling a casual vacancy, the Nomination Committee shall
make recommendations for the Board’s consideration and
approval. For proposing candidates to stand for election at a
general meeting, the Nomination Committee shall make
nominations to the Board for its consideration and
recommendation.

Until the issue of the shareholder circular, the nominated
persons shall not assume that they have been proposed by
the Board to stand for election at the general meeting.

In order to provide information of the candidates nominated
by the Board to stand for election at a general meeting, and
to invite nominations from shareholders, a circular will be
sent to shareholders. The circular will set out the lodgment
period for shareholders to make the nominations. The
names, brief biographies (including qualifications and
relevant experience), independence, proposed remuneration
and any other information, as required pursuant to the
applicable laws, rules and regulations, of the proposed
candidates will be included in the circular to shareholders.

A shareholder can serve a notice to the Company Secretary
within the lodgement period of its intention to propose a
resolution to elect a certain person as a Director, without the
Board’s recommendation or the Nomination Committee’s
nomination, other than those candidates set out in the
shareholder circular. The particulars of the candidates so
proposed will be sent to all shareholders for information by
a supplementary circular.

A candidate is allowed to withdraw his candidature at any
time before the general meeting by serving a notice in
writing to the Company Secretary or Chairman.

The Board shall have the final decision on all matters relating
to its recommendation of candidates to stand for election at
any general meeting.

The Nomination Committee may obtain independent professional
advice, at the Company'’s expense, to perform its responsibilities if
it considers necessary.
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BOARD COMMITTEES (continued)
Corporate Governance Committee

The Company established the CG Committee on 28 January 2015
with written terms of reference. As at the date of this annual
report, the CG Committee comprises three INEDs, namely Mr.
Chen Ce (Chairman of the CG Committee), Ms. Ji Fang and Mr.
Gao Shuo.

The principal duties of the CG Committee include, among other
things: (i) developing and reviewing the Company’s policies and
practices on corporate governance and making recommendations
to the Board; (ii) reviewing and monitoring the training and
continuous professional development of Directors and senior
management; (iii) reviewing and monitoring the Company’s
policies and practices on compliance with legal and regulatory
requirements; (iv) developing, reviewing and monitoring the code
of conduct and compliance manual (if any) applicable to the
Group’'s employees and Directors; and (v) reviewing the
Company’s compliance with the Corporate Governance Code and
disclosure in the Corporate Governance Report.

During the year, one meeting of the CG Committee was held to
review the Group’s corporate governance policy, practice and
procedures and oversee of the Company’s compliance with the
CG codes.

COMPANY SECRETARY

Ms. Foo Man Yee Carina of CS Legend Corporate Services Limited,
an external service provider, has been engaged by the Company
as company secretary since 19 May 2017. Her primary contact
person at the Company is Ms. Tian Yuan, an executive Director of
the Company.

During the year, the company secretary undertook not less than
fifteen hours of relevant professional training required under Rule
5.15 of the GEM Listing Rules.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES
FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

The statements of the external auditors of the Group, about their
reporting responsibilities on the consolidated financial statements
of the Group are set out in the section headed “Independent
Auditor’s Report” of this annual report.
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AUDITORS’ REMUNERATION

The Audit Committee is responsible for considering and reviewing
the appointment of the external auditors and reviewing any non-
audit functions performed by the external auditors, including
whether such non-audit functions could lead to any potential
material adverse effect on the Group.

For the year, the fees paid/payable to the auditors in respect of
the audit and non-audit services are as follows:
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REMUNERATION OF SENIOR MANAGEMENT

Pursuant to Code Provision B.1.5, the Company is required to
provide the remuneration of the member(s) of senior management
of the Group (excluding the Directors of the Company). The
Company did not have any senior management during the year.

DIVIDEND POLICY

The Company established the dividend policy (the “Dividend
Policy”) on 13 February 2019. The Dividend Policy aims to allow its
shareholders to participate in the Company’s profit whilst to retain
adequate reserves for future growth. The Board may declare
special dividends in addition to such dividends as it considers
appropriate.

In proposing any dividend payout, the Company would consider
various factors including (i) the Group's profits earned during the
financial year; (i) the general economic and financial conditions
and other internal or external factors that may have an impact on
the business and operation of the Group; (iii) changes in capital
structure of the Group; (iv) acquisitions and dispositions of the
Group; (v) changes in credit arrangements of the Group; (vi) the
cash flow position of the Group; and (vii) the past dividend trends
of the Group.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for the risk management
and internal control systems (”Systems”) and reviewing their
effectiveness annually. Such Systems are designed to manage
rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take
in achieving the Company's strategic objectives, and establishing
and maintaining appropriate and effective Systems.

The Company has been developing and adopting various risk
management procedures and guidelines with defined authority for
implementation by key business processes and office functions,
including project management, financial reporting, human
resources etc. The main features are as follows:

Control structure
A. The Board

(i)  ensure the maintenance of appropriate and effective
Systems in order to safeguard the Shareholders’
investment and assets of the Company;

(i) define management structure with clear lines of

responsibility and limit of authority; and

(i)  determine the nature and extent of significant risk that

the Company is willing to take in achieving the

strategic objectives and formulate the Company's risk
management strategies.

B. Audit Committee

(i)  assist the Board in leading the Management and
overseeing their design, implementation and
monitoring of the Systems of the Company;

(i) review and discuss with the Management annually to

ensure that the Management has performed its duty to

have effective Systems; and

(iii)  consider major findings on internal control matters and

make recommendations to the Board.

48 MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

JoR e T T % RO B A

) Eﬁﬁ@ﬂﬁ%ﬁ&ﬂﬂﬁhg
(TZEREFDURBFRTERR BT
FERMIDEEEIEMIFHERR REZEXERR T%‘%
ZRk mMARERTE ﬁ%ﬁ%ﬁﬁﬂﬁﬁ
RIEHREMIFBERE

%%A”Tﬂ%&‘ FEAR R R IEE R SR B B 1R By
BAEZER 2 EENMEEAEREST
IH%UE&“\E? BB ZFZL

AR HIERRAZHRREIZREF LI
5 WRHEEENUREEXHKIEF LRE
FRBRERIFT (BIREBE B - BBHE - ANE
RE)ENE - ERRFEMD

EEiREsE
A EEE
iy HREZZSEZENAERERME
INREBRRIEE MANEEE

HE B AR E T R ERNEIERRE
54

(ii)

B AN B L BUBRE B AR P RR A
EzEXRARZHEENEE - L H
AR E 2 B IR KA o

(iii)

B. ERZE®

() WMHEETZEEEERELREETHER
e B NEEARRG CZERS

.‘.E‘E AAﬂTIEﬁiEIEuTuﬁ;A:/
NEREEEEBITHEER LM&T—%EZ
ERBZBUE K

(ii)

ERARAMEREENEEER
TREFSROERR

(iii)



CORPORATE GOVERNANCE REPORT

RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Control structure (continued)
C. The Management

(i)  design, implement and monitor the Systems properly
and ensure the Systems are executed effectively;

(i) monitor risks and take measures to mitigate risks in
day-to-day operations;

(iii)  give prompt responses to, and follow up the findings
on internal control matters; and

(iv) provide confirmation to the Board on the effectiveness
of the Systems.

D. Internal Audit Function

(

) carry out the analysis and independent appraisal of the
adequacy and effectiveness of the Systems.

Control approach

The risk management process includes risk identification, risk evaluation
and risk management measures and also reviewing the effectiveness of
the Systems and resolving material internal control defects.

The Management conducted interviews with relevant staff
members, reviewing relevant documentation of the internal
control system, identifying and evaluating findings of any
deficiencies in the design of the Company’s internal control
system, providing recommendations for improvement and
following up on the effectiveness of implementation of such
recommendations, where appropriate. The scope and findings of
review on the risk management and internal control are reported
to and reviewed by the Audit Committee during the year.

Procedure manuals and operational guidelines are in place to
safeguard the assets against unauthorised use or disposition,
ensuring maintenance of proper accounting records in compliance
with the applicable laws, rules and regulations for the provision of
reliable financial information for internal use and/or external
publication.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Control approach (continued)

During the year under review, the Board engaged SHINEWING
Risk Services Limited (“SHINEWING") to perform internal control
review on major business operations of the Group. SHINEWING
evaluated the internal control system and studied also risks and
mitigation strategies. An internal control review report with the
relevant findings and recommendations was prepared to the
Board. Meanwhile, the risks identified during the review exercise
together with the respective ratings, existing situations and
mitigating plans were all documented in the risk register.
Shinewing had identified certain deficiencies on the internal
control systems. The Board would take appropriate actions to
improve its internal control systems as recommended by them.

The Board, in conjunction with the Audit Committee, annually
assessed and reviewed the effectiveness of the internal control
systems and procedures and considered the adequacy of resources
and financial reporting function. The Group currently does not
have an internal audit department, but it has engaged SHINEWING
to provide the Group with internal audit services. The Board will
review and consider to establish such department as and when it
thinks necessary.

Inside Information

To ensure timely, fair, accurate and complete disclosure of inside
information and for compliance with the applicable laws and
regulations, the Group has in place the “Continuous Disclosure
and Communication Policy” for handling and dissemination of
inside information. Under the procedures, heads of business units
shall report to the Directors any potential inside information event
as soon as practicable when it materialises for determining the
nature of developments, and if required, making disclosure.

Annual Review

During the year, the Audit Committee has conducted an annual
review of the risk management and internal control systems. The
results of the review were reported by the Audit Committee to the
Board, based on which the Directors concluded that, for the year,
the risk management and internal control systems were effective
and adequate and the Group has complied with the provisions in
the CG Code regarding risk management and internal control.
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SHAREHOLDERS’ RIGHTS

Pursuant to Article 64 of the Company’s Articles of Association,
any one or more Shareholders (“Requisitionist(s)”) holding not less
than one-tenth of the paid up capital of the Company having the
right of voting at general meetings at the date of deposit of the
requisition shall have the right, by written notice to the Board or
the company secretary of the Company, to require an EGM to be
called by the Directors for the transaction of any business specified
in such requisition.

Such meeting shall be held within two months after the deposit of
such requisition. If within twenty-one days of such deposit the
Board fails to proceed to convene such EGM, the Requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expense incurred by the Requisitionist(s) as a result of
the failure of the Board shall be reimbursed to the Requisitionist(s)
by the Company.

The requisition in writing should be sent to the Company’s
principal place of business at Room 907B, 9/F., Empire Centre, 68
Mody Road, Tsim Sha Tsui, Hong Kong.

The same procedure also applies to any proposal to be tabled at
shareholders’ meetings for adoption. The Board will review
Shareholders’ enquires on a regular basis. Specific enquiries and
suggestions by Shareholders can be sent in writing to the Board or
the company secretary at the above address.

In case of shareholding enquires, Shareholders should direct their
enquiries to the Company’s Hong Kong branch share registrar,
Union Registrars Limited, via its online holding enquiry at
www.unionregistrars.com.hk, dial its hotline at (852) 2849 3399
or go in person at its public counter at Suites 3301-04, 33/F., Two
Chinachem Exchange Square, 338 King’s Road, North Point, Hong
Kong.
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COMMUNICATION WITH SHAREHOLDERS

The Group is committed to maintaining a high level of
transparency and employs a policy of open and timely disclosure
of relevant information to its Shareholders. The focus of the
Company is to ensure information disclosure is timely, fair,
accurate, truthful and complete thereby enabling the public as
well as the investors to make rational and informed decisions.

The Board strives to encourage and maintain constant dialogue
with its Shareholders through various means. The Company
updates its Shareholders on its latest business developments and
financial performance through its annual, interim and quarterly
reports. All Shareholders’ communications are available on the
Company’s website. The website of the Company also provides
email address, postal address, fax number and telephone number
by which Shareholders’ enquiries may be put to the Company’s
Board. Appropriate members of the Board and senior
management are ready to respond to enquiries from Shareholders
and investors on a timely basis.

The annual general meeting of the Company provides a useful
forum for Shareholders to exchange views with the Board. All
Directors will make an effort to attend. External auditors are also
available at the annual general meeting to address Shareholders’
queries. In case of any general meeting to approve a connected
transaction or any other transaction that is subject to independent
Shareholders’ approval, members of the independent Board
committee will also make an effort to attend to address
Shareholders’ queries.

CONSTITUTIONAL DOCUMENTS

During the year, there was no significant change in the
constitutional documents.
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INDEPENDENT AUDITOR’'S REPORT

=] e =

YONG TUO

TO THE SHAREHOLDERS OF
MILLION STARS HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Million Stars Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 59 to 191, which comprise the consolidated statement of
financial position as at 30 June 2020, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the
matters described in the Basis for Disclaimer of Opinion section of
our report, we have not been able to form an audit opinion on
these consolidated financial statements. In all other respects, in
our opinion the consolidated financial statements have been
properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION

(1) Acquisitions and impairment assessments of the
Group’s intangible assets

As explained in note 18 to the consolidated financial
statements, during the year, the Group acquired certain
intangible assets with an aggregate consideration of
approximately HK$52,668,000, impairment loss recognised
of HK$16,129,000 and amortisation charge of
HK$3,028,000 which were charged to the Group’s
consolidated financial statements for the year ended 30 June
2020.
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In accordance with Hong Kong Accounting Standard 36
Impairment of Assets, the directors of the Company
conducted impairment assessments of the Group'’s intangible
assets at the end of the reporting period. The impairment
assessments have been performed with reference to a
professional valuation performed by an independent
professional valuer by comparing the carrying amounts and
the recoverable amounts of the intangible assets which are
based on certain key assumptions. Based on the valuation,
the directors of the Company consider that the carrying
amounts of certain intangible assets were higher than their
recoverable amounts and thus, an impairment loss of
HK$16,129,000 was recognised for the year ended 30 June
2020.

Under the circumstances of limited supporting information
and documents on the Group’s intangible assets and
information relating to the business and operation of the
intangible assets are insufficient to ascertain the
reasonableness of the assumptions made by the management
and the feasibility of the business plan applied in the cash
flow projections for the intangible assets, we are unable to
satisfy ourselves about the reasonableness of the assumptions
made by the management and the feasibility of the business
plan applied in the cash flow projection for the impairment
assessments of the intangible assets.

Because of the above scope limitation, there were no
alternative audit procedures that we could perform to satisfy
ourselves as to ascertain the carrying amounts of the Group’s
intangible assets as at 30 June 2020, the impairment loss
recognised and amortisation charge for the year then ended
and the related disclosures thereof in the consolidated
financial statements. Consequently, we were unable to
determine whether any adjustments to these amounts were
necessary.
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INDEPENDENT AUDITOR’'S REPORT

Purchase price allocation, share of result, share of
net assets and impairment assessment relating to
the Group’s interests in Yidao Network (an
associate of the Company, as defined in note 19 to
the consolidated financial statements)

As explained in note 19 to the consolidated financial
statements, as at 30 June 2020, the Group had interests in
Yidao Network which was carried at HK$32,163,000. The
Group's share of the result and exchange differences, and
the impairment loss recognised relating to Yidao Network
amounted to HK$1,223,000, HK$925,000 and
HK$23,856,000, respectively which are charged to the
Group's consolidated financial statements for the year ended
30 June 2020.

Pursuant to the Hong Kong Accounting Standard 28 (2011)
Investments in Associates and Joint Ventures, the
management of the Company completed its purchase price
allocation relating to the acquisition of Yidao Network
during the year. The Group has appointed an independent
professional valuer to perform a valuation of the fair value of
the net assets of Yidao Network for purchase price
allocations at its acquisition date. The fair value of the
identifiable assets and liabilities relating to Yidao Network
has been determined on the basis of discounted cash flows
calculation which was based on certain key assumptions.
Other than those already recognised as assets and liabilities
by Yidao Network prior to its acquisition date, the
management considers that no other identifiable intangible
assets, assets or liabilities were identified during the purchase
price allocation process for Yidao Network. As a result,
goodwill which amounted to approximately HK$35,250,000
attributable to Yidao Network was measured as the excess
of capital contribution to Yidao Network transferred over its
fair value of identifiable net assets acquired, and the amount
forms part of carrying amount of the Group’s interests in
Yidao Network.

Due to limited supporting information and documents
relating to Yidao Network, we were unable to ascertain
whether all the assets and liabilities relating to Yidao
Network had been identified and we were also unable to
satisfy ourselves about the reasonableness of the
assumptions made by the management for Yidao Network
during the purchase price allocation process in arriving at the
goodwill arising from the acquisition of Yidao Network
thereon.
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As at 30 June 2020, the directors of the Company conducted
an impairment assessment of the Group's interests in Yidao
Network with reference to a valuation based on value-in-use
basis using discounted cash flow approach performed by an
independent professional valuer by comparing the carrying
amount and the recoverable amount of Yidao Network
which was based on certain key assumptions. Based on the
valuation, the directors of the Company consider that the
carrying amount of Yidao Network exceeds its recoverable
amount and thus, an impairment loss of HK$23,856,000 has
been recognised for the year ended 30 June 2020.

Under the certain circumstances of limited supporting
information and documents on certain balances of which
the sets of management accounts and also the information
relating to the business and operation of Yidao Network are
insufficient to ascertain the reasonableness of the
assumptions made by the management and the feasibility of
the business plan applied in the cash flow projections for
Yidao Network, we were unable to satisfy ourselves about
the reasonableness of the assumptions made by the
management and the feasibility of the business plan applied
in the cash flow projection for the purchase price allocation
and impairment assessment for Yidao Network.

We are not able to obtain sufficient appropriate audit
evidence on certain balances of which these sets of
management accounts relating to Yidao Network were used
for the purchase price allocation report, equity accounting
and impairment assessment at the end of the reporting
period. We were also unable to satisfy ourselves as to
whether the carrying amount of the Group’s interests in
Yidao Network (including goodwill) was free from material
misstatements due to non-recognition of identifiable assets
and liabilities relating to Yidao Network during the purchase
price allocation process. Further, we were unable to satisfy
ourselves as to whether the Group’s interests in Yidao
Network and the related share of result, share of net assets
and impairment loss recognised were fairly stated. Any
adjustments that might have been found to be necessary in
respect of the above would have a significant effect on the
Group’s financial position as at 30 June 2020 and
consequently, the Group’s financial performance for the year
then ended, and the related disclosures thereof in the
consolidated financial statements.
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Because of the above scope limitation, there were no
alternative audit procedures that we could perform to satisfy
ourselves as to ascertain the carrying amount of the Group’s
interests in Yidao Network as at its dates of acquisition and
30 June 2020, and the Group’s share of the result and
exchange differences and also the impairment loss
recognised relating to Yidao Network for the year ended 30
June 2020. Consequently, we were unable to determine
whether any adjustments to these amounts were necessary.

OTHER MATTER

The consolidated financial statements of the Group for the year
ended 30 June 2019, were audited by another auditor who
expressed an unmodified opinion on those statements on 25
September 2019.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee assists the directors in discharging their
responsibility for overseeing the Group’s financial reporting
process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our responsibility is to conduct an audit of the Group's
consolidated financial statements in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA and to
issue an auditor’s report solely to you, as a body, in accordance
with our agreed terms of engagement and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report. However, because of
the matter described in the Basis for Disclaimer of Opinion section
of our report, we were not able to form an audit opinion on these
consolidated financial statements.

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.

The engagement partner on the audit resulting in this independent
auditor’s report is Lee Yan Fai.

Yongtuo Fuson CPA Limited
Certified Public Accountants

Lee Yan Fai
Practicing Certificate Number P0O6078
Hong Kong, 30 October 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SeREmRkEMZERER

For the year ended 30 June 2020 HZE—

T oTFEXA=THIEFE

2020 2019
—E-EF ZE-NF
HK$'000 HK$'000
FET FAT
Continuing operations HEREEK
Revenue W A 5 434,314 270,729
Cost of services AR 75 A 2R (425,780) (230,119)
Gross profit ESA| 8,534 40,610
Other income, gains and losses, net HEaUa A - W R EE S5 6 3,254 3,092
Selling and distribution expenses HERDHAX (2,150) (3,266)
Administrative expenses THAX (36,558) (39,887)
Net of reversal of impairment losses HBELDHERAE S R
(impairment losses) recognised on H 4th JE W FRIB B R E S 18
trade and other receivables (REEE) 27,947 (34,934)
Impairment loss recognised on EHERYE  WERFERE
property, plant and equipment E518 16 (5) -
Impairment loss recognised on ERRETEEREERE
intangible assets 18 (16,129) -
Impairment loss recognised on EHEREERESE
goodwill 20 (149) -
Impairment loss recognised on B RN — a2 FA
interest in an associate e REERE 19 (23,856) -
Impairment loss recognised on £ R e I — B i A R 5K IE
amount due from an associate BEEE 19 (1,415) -
Share of results of associates JEIRERE N T ELE 19 937 -
Finance costs BTGB AR 8 (4,449) (626)
Loss before tax BRBATEE (44,039) (35,011)
Income tax expenses FTiSH A 9 - (1,790)
Loss for the year from continuing REZFBELLEKNERERE
operations 10 (44,039) (36,801)
Discontinued operation BRI EK
Profit from discontinued operation, REBRIEEEEFERR -
after tax for the year B FANFRIE 13 = 195
Loss for the year FREE (44,039) (36,606)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SERakEtEZEKER

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

Other comprehensive expenses:

Items that may be reclassified to
profit or loss:

Exchange differences arising on

Ht2mEAX :
AREERT D E R AVRE -

BERIINEGEL 2 [EH Z5

2020
—g-%%

— i E

HK$'000
FET

2019
—ET-NEF
HK$'000
FAET

translating foreign operations (5,137) (8,809)
Share of exchange differences of e B E N FIE R =58

associates (855) -
Exchange differences reclassified to REEHBARRETNDES

profit or loss on disposal of B [EH ZERE

subsidiaries - (257)
Other comprehensive expenses FREMZEBE X (BRBIE)

for the year, net of tax (5,992) (9,066)
Total comprehensive expenses for FREEEZEEE

the year (50,031) (45,672)
Loss per share BREE
Basic and diluted (HK cents) AR R E (B) 15
— From continuing and discontinued — K EFERL LKL

operations ERIERE R (10.71) (9.15)

— From continuing operations — REBELEER (10.71) (9.20)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e MR R

At30June 2020 RZ-ZE=ZFA=+H

2020 2019
—ECEHF —E-NEF
HK$'000 HK$'000
THET AT
Non-current assets ERBEE
Property, plant and equipment ME - BB M ERE 16 2,285 3,631
Right-of-use assets {F RS E 17 8,147 -
Intangible assets B EE 18 32,993 -
Interests in associates REEE N T 2R 19 39,550 -
Goodwill B/E 20 2,336 2,578
85,311 6,209
Current assets REBEE
Trade receivables B 5 e TE 22 38,069 113,508
Deposits, prepayments Re - ENREREM
and other receivables FEW Z I8 23 84,371 145,465
Amount due from an associate eI — 8 & A R F0E 19 4,939 -
Pledged bank deposits EHEFRITER 24 5,857 3,905
Bank and cash balances RITRIRS & 24 49,895 19,564
183,131 282,442
Current liabilities REBEE
Trade payables Z 508 25 26,119 38,403
Accruals and other payables fETE R N E M ENIE 26 19,772 6,351
Contract liabilities ad8aE 27 12,408 9,963
Amount due to a shareholder FER —ZIRERIE 28 352 247
Borrowings TE 29 30,792 14,522
Lease liabilities HEAE 17 5,128 -
Current tax liabilities SHEIIEAE 5,505 9,130
100,076 78,616
Net current assets REEERE 83,055 203,826
Total assets less current liabilities ##EERREBAG 168,366 210,035
Non-current liabilities ERBEE
Borrowings ==y 29 - 170
Lease liabilities HEAE 17 3,532 -
Deferred tax liabilities RIERRIBEBE 30 = -
3,532 170
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI ER

At30June 2020 RZ-ZE=ZTFA=1+H

2020 2019

—ECEHF —E-NEF

HK$'000 HK$'000

THET AT

NET ASSETS EEFE 164,834 209,865
Capital and reserves ERRHE

Share capital [ 31 4,200 4,000

Reserves HE 160,634 205,865

TOTAL EQUITY e 164,834 209,865

The consolidated financial statements on pages 59 to 191 were $59%F 191 B GEAMEBRERCHEETERN =
approved by the board of directors on 30 October 2020 and are Z_-ZF+ A=+ H#ETH FIHIESKEE

signed on its behalf by: i
ZHU Yongjun TIAN Yuan
KEE H
Director Director
EFE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

t 1 July 2018, as original reported

R-E-\FtA-H

Share
capital
B&
HK$'000

TET

Share
premium
R4 %E
HK$'000

T

For the year ended 30 June 2020 HZE—

Statutory  Exchange

reserve
EEmE
HK$'000
TEL
(note (i)
below)
ﬂT\X

reserve
B 5 e
HK$'000
THT
(note (ii)
below)
(FX
()

Other
reserve
Hitite
HK$'000
T
(note (iii)
below)
(Tx
Pz i)

mEREEER

T oTFEXA=THIEFE

Retained
profits
RE R
HK$'000
THT

(BREZR) 4000 39,782 2,014 (2,239) 100 217520 261,177
Impacts on initial application of BERERTMIIRER 278
—HKFRS 9 — BAIH RSN
F9% - - - - - (56400  (5640)
t 1 July 2018, as restated RZZ-\FtA-A
(E&E7)) 4,000 39,782 2,014 (2,239) 100 211,880 255,537
Total comprehensive expenses EN2ERXEE
for the year - - - (9,066) - (36,606)  (45,672)
Disposal of subsidiaries HEMBAR - - (208) - (100) 308 -
Changes in equity for the year FRRERE - - (208)  (9,066) (100)  (36,298)  (45,672)
At 30 June 2019 RZE-NE~A=1H 4,000 39,782 1,806 (11,305) - 175,582 209,865
1 July 2019 RZE-F+A—H 4,000 39,782 1,806 (11,305) - 175582 209,865
Total comprehensive expenses FRE2ERYEE
for the year - - - (5,992) - (44,039)  (50,031)
Issue of ordinary shares (see note 31)  Z{TEREMR (B M5E31) 200 4,800 = = = = 5,000
Changes in equity for the year FRERE 200 4,800 - (5,992) - (44,039) (45,031
At 30 June 2020 “E-EFRA=1H 4,200 44,582 1,806 (17,297) - 131,543 164,834
Notes: S
(i) Statutory reserve (i) EEFE

Pursuant to the relevant laws and regulations for business enterprises in the
People’s Republic of China (the “PRC"), a portion of the profits of the
entities which are registered in the PRC has been transferred to the statutory
reserve which is restricted as to use. When the balance of such reserve
reaches 50% of the capital of that entity, any further appropriation is
optional. The statutory reserve can be utilised, upon approval of the relevant
authority, to offset prior years’ losses or to increase capital. However, the
balance of the statutory reserve must be maintained at a minimum 25% of

capital after such usage.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GEEEBER

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

(ii)

(iii)

64

Exchange reserve

Exchange reserve represents exchange differences relating to the translation
of the net assets of the foreign operations of the Group from their functional
currencies to the Group's presentation currency (i.e. Hong Kong dollars) that
are recognised directly in other comprehensive income (expense) and
accumulated in the exchange reserve. Such exchange differences
accumulated in the exchange reserve are reclassified to profit or loss on the
disposal of the foreign operations.

Other reserve
Other reserve represents the difference between the nominal value of the
shares issued by the Company in exchange for the nominal value of the

share capital of its subsidiary arising from the reorganisation for listing in
February 2015.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 30 June 2020 HZE—

e

BERER

T oTFEXA=THIEFE

2020 2019
HK$'000 HK$'000
FET FATT
CASH FLOWS FROM OPERATING RETHEEZHERE
ACTIVITIES
Loss before tax from: REATRIEZBRTAIEE
Continuing operations EHESEER (44,039) (35,011)
Discontinued operation BRI E R = 205
(44,039) (34,806)
Adjustments for: LLAT IR
Interest income B A (489) (1,818)
Interest expenses FERX 3,313 593
Interest on lease liabilities HEBENE 1,136 -
Finance lease charges MEMRERS - 33
Depreciation of property, plant and Y - BEREEITE
equipment 1,484 1,645
Depreciation of right-of-use assets ERAREENE 6,433 -
Amortisation of intangible assets ER A Y 3,028 -
Gain on disposal of subsidiaries HERB AR 2 s - (2,324)
Loss on disposal of property, plant and HEME - HEREEZEBE
equipment 703 743
Loss on termination of lease contract WIETHESH 7 EE 1,967 -
Share of results of associates iy NI E i (937) -
Impairment loss recognised on goodwill EEREE2REBE 149 -
Impairment loss recognised on property, BERYE  BEEEE
plant and equipment BB EE 5 -
Impairment loss recognised on EERENEEREREIR
intangible assets 16,129 -
Impairment loss recognised on interest in EEE{%E’\ e B 28 A A #Y
an associate = RREEE 23,856 -
Impairment loss recognised on amount due BB R JE Y — [ETHe i A RISk IR
from an associate BEE1E 1,415 -
Net of (reversal of impairment losses) n |3T EERE S REMEK
impairment losses recognised on trade TIER OREEIER D)
and other receivables ﬁ@)ﬁéﬂé (27,947) 35,574
Operating loss before working capital changes &3 & & Z#)p] 2 & & 18 (13,794) (360)
Decrease in inventories FER L = 4,425
Decrease in trade receivables B 5 WL 92,904 84,378
Decrease (increase) in deposits, prepayments ¥ ~ FAT I8 K H th FE U
and other receivables FIF A (35 0) 73,048 (82,232)
Decrease in trade payables 2 2 R SRR (12,284) (38,994)
Increase (decrease) in accruals and other JEETE A L E bR
payables & Gl ) 5,005 (9,099)
Increase in contract liabilities EHBEEEM 2,665 9,849
Cash generated from (used in) operations KEESE (TR 28 ¢ 147,544 (32,033)
Interest received Eqﬂlﬂ 489 624
Income tax paid EAFETE TR (3,625) (12)
Income tax refund FrS iR 3K - 349
Net cash generated from (used in) operating RESEHES (TR Z2IRS
activities FEE 144,408 (31,072)
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERERER

For the year ended 30 June 2020 #HZ—

—EERNAZTHLEFE

2020
A

HK$'000
FiE%

2019

—E—NF

HK$°000
TATT

CASH FLOWS FROM INVESTING ACTIVITIES REEZHELEZHESRE

Acquisition of associates g2k /NG)| (63,324) -
Purchase of intangible assets EEREEE (46,091) -
Advances to associates E)i=wN 7@%’( (6,354) -
Disposal of subsidiaries HERBA - (6,274)
Increase in pledged bank deposits B IRERT T_ KIE N (1,952) (2,855)
Purchases of property, plant and equipment BEYE  HMENMEE (1,602) (1,103)
Proceeds from disposals of property, plant and &Y « BE &R EFESHE

equipment - 138
Net cash used in investing activities KEEEFTAZIRE F5 (119,323) (10,094)
CASH FLOWS FROM FINANCING ACTIVITIES BiEEHELEZHRER
Proceeds from issue of ordinary shares BT RS A 5,000 -
Borrowings raised BEEEE 381,620 51,135
Increase (decrease) in amount due to a FET — 2 IR B R IEE AN Gl 2>)

shareholder 105 (58,312)
Repayment of borrowings BEEE (365,503) (36,438)
Repayment of finance lease payables EEENRERENIER - (524)
Interest paid ERFLE (3,313) (420)
Repayment of lease liabilities BRESEE (7,179) -
Finance lease charge paid ENBMEHEERY - (33)
Net cash generated from (used in) financing BMEEREES (FTH) 2

activities e 55 10,730 (44,592)
NET INCREASE (DECREASE) IN CASH AND BERBSEEYE ML)

CASH EQUIVALENTS FE 35,815 (85,758)
CASH AND CASH EQUIVALENTS AT1JULY R+tA—HNBEERBAESEEY 19,564 113,435
Effect of foreign exchange rate changes, net  [EXREF) v FE (5,484) (8,113)
CASH AND CASH EQUIVALENTS RAA=+THHWRERES

AT 30 JUNE ZEY 49,895 19,564
ANALYSIS OF CASH AND CASH RERRESEEWIN - B :

EQUIVALENTS, represented by:

Bank and cash balances RTINS 49,895 19,564
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands with
limited liability. The address of the registered office of the
Company is Cricket Square, Hutchins Drive, PO Box 2681,
Grand Cayman, KY1-1111, Cayman Islands. The principal
place of business of the Company is Room 9078, 9th Floor,
Empire Center, 68 Mody Road, Tsim Sha Tsui, Kowloon,
Hong Kong. The Company’s shares are listed on the GEM of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 21 to
the consolidated financial statements.

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

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

New and Amendments to HKFRSs that are
mandatorily effective for the current year

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

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income
Tax Treatments
Amendments to HKFRS 9 Prepayment Features with
Negative Compensation
Plan Amendment,
Curtailment or Settlement
Long-term Interests in
Associates
and Joint Ventures
Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

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

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

68

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

HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the
current year. HKFRS 16 superseded HKAS 17 Leases (“HKAS
17") and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease and not apply this
standard to contracts that were not previously identified as
containing a lease. Therefore, the Group has not reassessed
contracts which already existed prior to the date of initial
application.

For contracts entered into or modified on or after 1 July
2019, the Group applies the definition of a lease in
accordance with the requirements set out in HKFRS 16 in
assessing whether a contract contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application,
1 July 2019.

As at 1 July 2019, the Group recognised additional lease
liabilities and right-of-use assets at amounts equal to the
related lease liabilities by applying HKFRS 16.C8(b)(ii)
transition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

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

As a lessee (continued)

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following
practical expedients to leases previously classified as
operating leases under HKAS 17, on lease-by-lease basis, to
the extent relevant to the respective lease contracts:

elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12
months of the date of initial application;

i.  excluded initial direct costs from measuring the right-
of-use assets at the date of initial application;

ii. applied a single discount rate to a portfolio of leases
with a similar remaining terms for similar class of
underlying assets in similar economic environment.
Specifically, discount rate for certain leases of
properties in PRC was determined on a portfolio basis;
and

iv.  used hindsight based on facts and circumstances as at
date of initial application in determining the lease term
for the Group’s leases with extension and termination
options.

2.
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

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

2.

As a lessee (continued)

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities at
the date of initial application and the lease liabilities
recognised as at 1 July 2019 are as follows:

Operating lease commitments disclosed as at

ERAHMIREETBERYBRESE
AITEEMBREER ] (4

EREMEA ()

KRR D BAKEHENHENHEE
BER  AREEREXERAHEMA
BEEERNEEEENX R-F—N
FEtA-HEHRWEEREN

At 1 July 2019
R=-ZE-h#F
tH—H

HK$'000
TATT

PIRER —T—NFRA=THEH

30 June 2019 KM E AR 6,279
Add: Additions of operating lease commitments il : & T & AEL N (T XMIEE)
(note below) 19,201
25,480
Lease liabilities discounted at relevant incremental ZERIEEE EFN XAENHEEAE
borrowing rates 22,449
Less: Practical expedient — leases with lease term 3 : BFEET % — HEHRN
ending within 12 months from the date of BREABERE12BEAR
initial application HEROMEE (2,018)
Short-term leases EHMEE (351)
Lease liabilities as at 1 July 2019 RZZE-hF+tA—HNHEEARE 20,080
Analysed as: DR -
Current ik 5,692
Non-current FERE 14,388
20,080

Note: Pursuant to the Company’s announcement dated 10 October 2019,
on 1 August 2018 and 19 June 2019, the Group entered into tenancy
agreements with certain parties in respect of the leasing of the
premises located in Shanghai and Beijing and the related operating
lease commitments. Further, the Group had also entered into tenancy
agreements in respect of the leasing of the office premises located in
Shenzhen and the office printing machine. The total additions of
operating lease commitments are HK$19,201,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR
For the year ended 30 June 2020 BE—T=ZTFNA=+HILFE

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

ERAHMIREETBERUBRESE
AITEEMBREER ] (@)

As a lessee (continued)

EREMEA ()

The following adjustments were made to the amounts
recognised in the consolidated statement of financial
position at 1 July 2019. Line items that were not affected by
the changes have not been included.

E%ﬁﬁé:%-ﬂitﬂ — B RS MR
MRAERNSFELATRE - TRF
HEHTE E’JIE B EBIEAENR -

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
30 June 2019  Adjustments 1 July 2019
B
EBUBRE
ST ZRIZE 165
—E-hEF R-ZE-h&F
AB=1+H +tA—HH
2HRNEREE R IRMEE
HK$'000 HK$'000 HK$'000
FAET FHET FABT
Non-current assets FREBEE
Right-of-use assets FHEEE - 20,080 20,080
Current liabilities REEE
Lease liabilities HEBE - 5,692 5,692
Non-current liabilities ERBER
Lease liabilities HEBE - 14,388 14,388
For the purpose of reporting cash flows from operating FAREEZ $ﬁ§ki_$_7 FRA=T
activities under indirect method for the year ended 30 June AIEFENKEEEMERESREMS -
2020, movements in working capital have been computed LEESEFHERBER T -NFLA—

based on the opening consolidated statement of financial
position at 1 July 2019 after taking into account of the
adjustments to lease liabilities and right-of-use assets above.
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

72

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:

HKFRS 17 Insurance Contracts’

Amendments to HKFRS 3 Definition of a Business?

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

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1 Definition of Material*

and HKAS 8

Interest Rate Benchmark
Reform*

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

! Effective for annual periods beginning on or after 1 January 2021.

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

3 Effective for annual periods beginning on or after a date to be
determined.
4 Effective for annual periods beginning on or after 1 January 2020.

In addition to the above new and amendments to HKFRSs, a
revised Conceptual Framework for Financial Reporting was
issued in 2018. Its consequential amendments, the
Amendments to References to the Conceptual Framework in
HKFRS Standards, will be effective for annual periods
beginning on or after 1 July 2020.

The directors of the Company anticipate that the application
of all other new and amendments to HKFRSs will have no
material impact on the consolidated financial statements in
the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared
on the historical cost basis at the end of each reporting
period, as explained in the accounting policies set out below.

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

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 Share-based Payment,
leasing transactions that are accounted for in accordance
with HKFRS 16 (since 1 July 2019) or HKAS 17 (before
application of HKFRS 16), and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 Inventories or value in use in
HKAS 36 Impairment of Assets.

3.
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74

Z_ZRFERNAZTHIEFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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.

For financial instruments which are transacted at fair value
and a valuation technique that unobservable inputs is to be
used to measure fair value in subsequent periods, the
valuation technique is calibrated so that at initial recognition
the results of the valuation technique equals the transaction
price.

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:

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

J 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

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

The principal accounting policies are set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company and its subsidiaries.

Control is achieved when the Company:
° has power over the investee;,

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

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

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

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.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the Company
and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling
interests even if this results in the non-controlling
interests having a deficit balance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

76

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

(b)

Basis of consolidation (Continued)

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies in 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.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see the accounting policy above) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group's cash-generating units
(or group 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 is less than its carrying
amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill and then to the
other assets on a pro-rata basis based on the carrying
amount of each asset in the unit (or group of cash-
generating units).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

(c)

Goodwill (continued)

The carrying value of the cash-generating unit
containing the goodwill is compared to the recoverable
amount, which is the higher of value-in-use or the fair
value less costs of disposal. Any impairment loss for
goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed
in subsequent periods.

On disposal of the relevant cash-generating unit or any
of the cash-generating unit within the group of cash-
generating units, the attributable amount of goodwill
is included in the determination of the amount of
profit or loss on disposal. When the Group disposes of
an operation within the cash-generating unit (or a
cash-generating unit within a group of cash-generating
units), the amount of goodwill disposed of is measured
on the basis of the relative values of the operation (or
the cash-generating unit) disposed of and the portion
of the cash-generating unit (or the group of cash-
generating units) retained.

The Group's policy for goodwill arising on the
acquisition of associates is described below.

Investments in associates

An associate is an entity over which the Group has
significant influence. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZZT=_ZTF X XA=F+HIFE

3.

78

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(c)

Investments in associates (continued)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The associate
uses accounting policies that differ from those of the
Group for like transactions and events in similar
circumstances. Appropriate adjustments have been
made to conform the associate’s accounting policies to
those of the Group. Under the equity method, an
investments in associates are initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of
the associate. Changes in net assets of the associate
other than profit or loss and other comprehensive
income are not accounted for unless such changes
resulted in changes in ownership interest held by the
Group. When the Group’s share of losses of an
associate exceeds the Group's interest in that associate
(which includes any long-term interests that, in
substance, form part of the Group’s net investment in
the associate), 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 the associate.

An investment in an associate is accounted for using
the equity method from the date on which the investee
becomes an associate. On acquisition of the investment
in an associate, 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(c)

Investments in associates (continued)

The Group assesses whether there is an objective
evidence that the interest in an associate may be
impaired. When any objective evidence exists, the
entire carrying amount of the investment (including
goodwill) is tested for impairment in accordance with
HKAS 36 as a single asset by comparing its recoverable
amount (i.e. the higher of value-in-use and fair value
less costs of disposal) with its carrying amount. Any
impairment loss recognised is not allocated to any
asset, including goodwill, that 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 the Group ceases to have significant influence
over an associate, it is accounted for as a disposal of
the entire interest in the investee with a resulting gain
or loss being recognised in profit or loss. When the
Group retains an interest in the former associate and
the retained interest is a financial asset within the
scope of HKFRS 9, the Group measures the retained
interest at fair value at that date and the fair value is
regarded as its fair value on initial recognition. The
difference between the carrying amount of the
associate and the fair value of any retained interest and
any proceeds from disposing the relevant interest in
the associate is included in the determination of the
gain or loss on disposal of the associate. In addition,
the Group accounts for all amounts previously
recognised in other comprehensive income in relation
to that associate on the same basis as would be
required if that associate had directly disposed of the
related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income
by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit
or loss (as a reclassification adjustment) upon disposal/
partial disposal of the relevant associate.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the
transactions with the associate are recognised in the
Group's consolidated financial statements only to the
extent of interests in the associate that are not related
to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

80

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(d)

Revenue from contracts with customers

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:

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

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

e 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(d)

Revenue from contracts with customers
(continued)

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

Revenue from the provision of internet advertising
agency services and mobile payment technical support
services and the promotion of mobile game and related
services are recognised over the period in which the
services are performed representing the entity’s right
to consideration for the services performed to date.

Revenue from performance based advertisements is
recognised on a per-click basis when the users click on
the content for pay for click advertisements, or on a
per-display basis, when the advertising contents are
displayed to users for pay for instant display
advertisements.

Principal versus agent

When another party is involved in providing goods or
services to a customer, the Group determines whether
the nature of its promise is a performance obligation to
provide the specified goods or services itself (i.e. the
Group is a principal) or to arrange for those goods or
services to be provided by the other party (i.e. the
Group is an agent).

The Group is a principal if it controls the specified good
or service before that good or service is transferred to
a customer.

The Group is an agent if its performance obligation is
to arrange for the provision of the specified good or
service by another party. In this case, the Group does
not control the specified good or service provided by
another party before that good or service is transferred
to the customer. When the Group acts as an agent, it
recognises revenue in the amount of any fee or
commission to which it expects to be entitled in
exchange for arranging for the specified goods or
services to be provided by the other party.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

82

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

(f)

Contract liabilities

A contract liability is recognised when the customer
pays consideration before the Group recognises the
related revenue. A contract liability would also be
recognised if the Group has an unconditional right to
receive consideration before the Group recognises the
related revenue. In such cases, a corresponding
receivable would also be recognised.

Leases (upon application of HKFRS 16 in
accordance with transitions in note 2)

Definition of a lease

A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified
asset for a period of time in exchange for
consideration.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a contract is
or contains a lease based on the definition under
HKFRS 16 at inception, modification date or acquisition
date, as appropriate. Such contract will not be
reassessed unless the terms and conditions of the
contract are subsequently changed.

The Group as a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component and
one or more additional lease or non-lease components,
the Group allocates the consideration in the contract
to each lease component on the basis of the relative
stand-alone price of the lease component and the
aggregate stand-alone price of the non-lease
components.

As a practical expedient, leases with similar
characteristics are accounted on a portfolio basis when
the Group reasonably expects that the effects on the
consolidated financial statements would not differ
materially from individual leases within the portfolio.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 HE—ZT_TFA=+HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f

Leases (upon application of HKFRS 16 in
accordance with transitions in note 2)
(continued)

The Group as a lessee (continued)
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of offices that have a lease term of
12 months or less from the commencement date and
do not contain a purchase option. It also applies the
recognition exemption for lease of low-value assets.
Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight-
line basis or another systematic basis over the lease
term.

Right-of-use assets
The cost of right-of-use asset includes:

° the amount of the initial measurement of the
lease liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received;

o any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group
in dismantling and removing the underlying
assets, restoring the site on which it is located or
restoring the underlying asset to the condition
required by the terms and conditions of the lease.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated
useful life and the lease term.

The Group presents right-of-use assets as a separate
line item on the consolidated statement of financial
position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

84

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Leases (upon application of HKFRS 16 in
accordance with transitions in note 2)
(continued)

The Group as a lessee (continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments and included

in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid at that
date. In calculating the present value of lease
payments, the Group uses the incremental borrowing
rate at the lease commencement date if the interest

rate implicit in the lease is not readily determinable.

The lease payments include:

e  fixed payments (including in-substance fixed

payments) less any lease incentives receivable;

o variable lease payments that depend on an index
or a rate, initially measured using the index or

rate as at the commencement date;

o amounts expected to be payable by the Group

under residual value guarantees;

o the exercise price of a purchase option if the
Group is reasonably certain to exercise the

option; and

o payments of penalties for terminating a lease, if
the lease term reflects the Group exercising an

option to terminate the lease.

After the commencement date, lease liabilities are

adjusted by interest accretion and lease payments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)

Leases (upon application of HKFRS 16 in
accordance with transitions in note 2)
(continued)

The Group as a lessee (continued)
Lease liabilities (continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

o the lease term has changed or there is a change
in the assessment of exercise of a purchase
option, in which case the related lease liability is
remeasured by discounting the revised lease
payments using a revised discount rate at the
date of reassessment.

o the lease payments change due to changes in
market rental rates following a market rent
review, in which cases the related lease liability is
remeasured by discounting the revised lease
payments using the initial discount rate.

The Group presents lease liabilities as a separate line
item on the consolidated statement of financial
position.

Leases (prior to 1 July 2019)
The Group as a lessee

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZZT=_ZTF X XA=F+HIFE

3.

86

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9)

Foreign currencies

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

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise ,except for exchange differences on
monetary items receivable from or payable to a foreign
operation for which settlement is neither planned nor
likely to occur (therefore forming part of the net
investment in the foreign operation), which are
recognised initially in other comprehensive income and
reclassified from equity to profit or loss on disposal or
partial disposal of the Group’s interests in associates.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group's operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) using
exchange rates prevailing at the end of each reporting
period. Income and expenses items are translated at
the average exchange rates for the period, unless
exchange rates fluctuate significantly during that
period, in which case the exchange rates at the date of
transactions are used. Exchange differences arising, if
any, are recognised in other comprehensive income
and accumulated in equity under the heading of
exchange reserve.

On the disposal of a foreign operation (that is, 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9)

(h)

(i)

@)

Foreign currencies (continued)

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation are treated as assets and liabilities of that
foreign operation and translated at the rate of
exchange prevailing at the end of each reporting
period. Exchange differences arising are recognised in
other comprehensive income.

Borrowing and borrowing costs

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured
at amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.

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.

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

Retirement cost and termination benefits

Payments to defined contribution retirement benefit
plans are recognised as an expense when employees
have rendered service entitling them to the
contributions.

Short-term and other long-term benefits

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

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

88

SIGNIFICANT ACCOUNTING POLICIES
(continued)

)]

(k)

Short-term and other long-term benefits
(continued)

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

Liabilities recognised in respect of other long-term
employee benefits are measured at the present value
of the estimated future cash outflows expected to be
made by the Group in respect of services provided by
employees up to the reporting date. Any changes in
the liabilities” carrying amounts resulting from service
cost, interest and remeasurements are recognised in
profit or loss except to the extent that another HKFRS
requires or permits their inclusion in the cost of an
asset.

Share-based payments
Share options granted to employees

Equity-settled share-based payments to employees and
others providing similar services are measured at the
fair value of the equity instruments at the grant date.

The fair value of the equity-settled share-based
payments determined at the grant date without taking
into consideration all non-market vesting conditions is
expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of equity
instruments that will eventually vest, with a
corresponding increase in equity (share-based
payments reserve). At the end of each reporting
period, the Group revises its estimate of the number of
equity instruments expected to vest based on
assessment of all relevant non-market vesting
conditions. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to the
share-based payments reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(k)

0

Share-based payments (continued)

For share options that vest immediately at the date of
grant, the fair value of the share options granted is
expensed immediately to profit or loss.

When share options are exercised, the amount
previously recognised in share-based payments 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-based payments reserve will be
transferred to retained profits.

When shares granted are vested, the amount
previously recognised in share-based payments reserve
will be transferred to share premium.

Share options granted to suppliers/consultants

Equity-settled share-based payment transactions with
parties other than employees are measured at the fair
value of the goods or services received, except where
that fair value cannot be estimated reliably, in which
case they are measured at the fair value of the equity
instruments granted, measured at the date the entity
obtains the goods or the counterparty renders the
service. The fair values of the goods or services received
are recognised as expenses.

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/loss before
tax because of income or expense that are taxable or
deductible in other years and items that are never
taxable or deductible. The Group's liability for current
tax is calculated using tax rates that have been enacted
or substantively enacted by the end of the reporting
period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HZE_F

3.

90

—TERA=ZTHIEFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

0

Taxation (continued)

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, and interests in joint
ventures, 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 each reporting period and reduced to the
extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of
the asset to be recovered.

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

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

0

(m)

Taxation (continued)

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.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax
assets against current tax liabilities and when they
relate to income taxes levied to the same taxable entity
by the same taxation authority.

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

Property, plant and equipment

Property, plant and equipment are tangible assets that
are held for use in the production or supply of goods
or services, or for administrative purposes. Property,
plant and equipment 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
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

92

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Property, plant and equipment (continued)

(n)

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

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on
the disposal or retirement of an item of property, plant
and equipment is determined as the difference
between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are
acquired separately are carried at costs less
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets
with finite useful lives is recognised on a straight-line
basis over their estimated useful lives. The estimated
useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of
any changes in estimate being accounted for on a
prospective basis. Intangible assets with indefinite
useful lives that are acquired separately are carried at
cost less any subsequent accumulated impairment
losses.

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

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(o)

Impairment on property, plant and equipment,
right-of-use assets and intangible assets other
than goodwiill

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

The recoverable amount of property, plant and
equipment, right-of-use assets, and intangible assets
are estimated individually. When it is not possible to
estimate the recoverable amount individually, the
Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

In addition, the Group assesses whether there is
indication that corporate assets may be impaired. If
such indication exists, corporate assets are also
allocated to individual cash-generating units, when a
reasonable and consistent basis of allocation can be
identified, or otherwise they are allocated to the
smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less
costs of disposal or value-in-use. In assessing value-in-
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value
of money and the risks specific to the asset (or a cash-
generating unit) for which the estimates of future cash
flows have not been adjusted.
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

94

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(o)

Impairment on property, plant and equipment,
right-of-use assets and intangible assets other
than goodwill (continued)

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.
For corporate assets or portion of corporate assets
which cannot be allocated on a reasonable and
consistent basis to a cash-generating unit, the Group
compares the carrying amount of a group of cash-
generating units, including the carrying amounts of the
corporate assets or portion of corporate assets
allocated to that group of cash-generating units, with
the recoverable amount of the group of cash-
generating units. 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 or the group of cash-
generating units. 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 or the group of cash-generating units. An
impairment loss is recognised immediately in profit or
loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit
or a group of cash-generating units) 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 or a group of cash-
generating units) in prior years. A reversal of an
impairment loss is recognised immediately in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p)

(a)

Provisions

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result of
a past event, 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.

The amount recognised as a provision is 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. When 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 the effect of the time
value of money is material).

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 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 trade receivables
arising from contracts with customers which are
initially measured in accordance with HKFRS 15.
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 (“FVTPL"))
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 FVTPL are recognised immediately
in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

96

Financial Instruments (continued)

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.

Financial assets

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

Financial Instruments (continued)
Financial assets (continued)
Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. 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.

Impairment of financial assets

The Group performs impairment assessment under
expected credit loss (“ECL") model on financial assets
(including trade receivables, deposits, prepayments to
suppliers, other receivables, amount due from an
associate, bank and cash balance and pledged bank
deposit) which are subject to impairment under HKFRS
9. 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 (“12m
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
e BTSRRI R

For the year ended 30 June 2020 #HZE—
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

98

Financial Instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

The Group always recognises lifetime ECL for trade
receivables. The ECL on these financial assets are
estimated using the probability of default, loss given
default and the exposure at default with reference to
the historical data of the market of the debtors’
industry. The loss allowance based on past due status
is further distinguished between the Group’s different
customer bases.

For all other instruments, the Group measures the loss
allowance equal to 12m 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.

(i)  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:

o an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;
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3.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

Financial Instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(i)

Significant increase in credit risk (continued)

o 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;

° 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;

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

o 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 30 days past due, unless the Group has
reasonable and supportable information that
demonstrates otherwise.

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, ii) 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

100

Financial Instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(i)

(ii)

Significant increase in credit risk (continued)

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 or if an external rating is
not available, the asset has internal rating of
“performing”. Performing means that the
counterparty has a strong financial position and
there is no past due amounts.

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.

Definition of default

The Group considers the following as constituting
an event of default for internal credit risk
management purposes as historical experience
indicates that receivables that meet either of the
following criteria are generally not recoverable:

o when there is a breach of financial
covenants by the counterparty; or

o information developed internally or
obtained from external sources indicates
that the debtor is unlikely to pay its
creditors, including the Group, in full
(without taking into account any collaterals
held by the Group).

Irrespective of the above analysis, the Group
considers that default has occurred when a
financial asset is more than 90 days past due
unless the Group has reasonable and supportable
information to demonstrate that a more lagging
default criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q) Financial Instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(iii)

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events 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
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

102

Financial Instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(iv)

Write-off policy

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 trade receivables,
when the amounts are over one to 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 as described above. As for
the exposure at default, for financial assets, this is
represented by the assets’ gross carrying amount
at the reporting date.

For financial assets, 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MY EE

For the year ended 30 June 2020 HE—ZT_TFA=+HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EAXEFBER @
(continued)

(@) Financial Instruments (continued) (@ @I A (E)

Financial assets (continued) THEE (&)

(v)  Measurement and recognition of ECL (continued)

If the Group has measured the loss allowance for
a financial instrument at an amount equal to
lifetime ECL in the previous reporting period, but
determines at the current reporting date that the
conditions for lifetime ECL are no longer met, the
Group measures the loss allowance at an amount
equal to 12-month ECL at the current reporting
date, except for assets for which simplified
approach was used.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments with a
corresponding adjustment to their carrying
amount through a loss allowance account.

Derecognition of financial assets

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 recognises its retained
interest in the asset and an associated liability for
amounts it may have to pay. 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 measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEMBHRE Bﬁ‘ﬁi

For the year ended 30 June 2020 #HZ—
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

104

Financial Instruments (continued)
Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments 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 an entity after
deducting all of its liabilities. Equity instruments issued
by the Company are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities

All the Group’s financial liabilities are subsequently
measured at amortised cost using the effective interest
method.

Derecognition of financial liabilities

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

For the year ended 30 June 2020 HZE—

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(r)

(s)

Discontinued operations

A discontinued operation is a component of the Group
(i.e. the operations and cash flows of which can be
clearly distinguished from the rest of the Group) that
either has been disposed of, or is classified as held for
sale, and which represents a separate major line of
business or geographical area of operations, or is part
of a single co-ordinated plan to dispose of a separate
major line of business or geographical area of
operations, or is a subsidiary acquired exclusively with
a view to resale.

Classification as a discontinued operation occurs upon
disposal or when the component meets the criteria to
be classified as held for sale in accordance with HKFRS
5, if earlier. It also occurs when the component is
abandoned.

When an operation is classified as discontinued, a
single amount is presented in the statement of profit
or loss, which comprises:

e  The post-tax profit or loss of the discontinued
operation; and

o The post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or on
the disposal, of the assets or disposal group
constituting the discontinued operation.

Cash and cash equivalents

Cash and cash equivalents in the consolidated
statement of financial position comprise cash on hand
and at banks with a maturity of three months or less.

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents consist of cash on
hand and at banks as defined above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

3.

106

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(t) Related parties

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

(1) has control or joint control over the group;

(2) has significant influence over the group;

(3) is @ member of the key management
personnel of the group or the group’s
parent.

(i) An entity is related to the group if any of the
following conditions applies:

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

(2)  One entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member).

(3) Both entities are joint ventures of the same
third party.

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

(5) The entity is a post-employment benefit
plan for the benefit of employees of either
the group or an entity related to the group.

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

(7) A person identified in (i)(1) above 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).

(8) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the group or to the
group’s parent.
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(t) 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.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

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
underlying assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an on-going 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.

Critical judgements in applying accounting policies

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

Significant increase in credit risk

As explained in note 3, ECL are measured as an allowance
equal to 12-month ECL for stage 1 assets, or lifetime ECL for
stage 2 or stage 3 assets. An asset moves to stage 2 when
its credit risk has increased significantly since initial
recognition. HKFRS 9 does not define what constitutes a
significant increase in credit risk. In assessing whether the
credit risk of an asset has significantly increased the Group
takes into account qualitative and quantitative reasonable
and supportable forward-looking information.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

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 may have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial
year.

(a) Useful lives of property, plant and equipment and
intangible assets

The Group determines the estimated useful lives,
residual values and related depreciation charges for the
Group's property, plant and equipment and intangible
assets. This estimate is based on the historical
experience of the actual useful lives and residual values
of property, plant and equipment and intangible assets
of similar nature and functions. The Group will revise
the depreciation charge where useful lives and residual
values are different to those previously estimated, or it
will write-off or write-down technically obsolete or
non-strategic assets that have been abandoned.

The net carrying amount of property, plant and
equipment and intangible assets as at 30 June 2020
are disclosed in notes 16 and 18, respectively.

(b) Impairment of property, plant and equipment,
right-of-use assets and intangible assets

The Group regularly reviews whether there are any
indications of impairment of property, plant and
equipment, right-of-use assets and intangible assets
and will recognise an impairment loss if the carrying
amount of an asset is lower than its recoverable
amount which is the higher of its fair value less cost of
disposal (market value) or its value-in-use. In
determining whether an asset is impaired, the Group
has to exercise judgment and make estimation,
particularly in assessing whether an event has occurred
or any indicators that may affect the asset value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

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

Key sources of estimation uncertainty (continued)

(b)

Impairment of property, plant and equipment,
right-of-use assets and intangible assets
(continued)

The calculation of the fair value less cost of disposal is
based on available data from binding sales transactions
in an arm’s length transaction of similar assets or
observable market prices less incremental costs for
disposing of the asset. If there is no binding sale
agreement or active market for that asset (or asset
group), management will make reference to the best
information available to reflect the amount that an
entity could obtain at the end of the reporting period.
In determining the value-in-use, the Group assesses the
present value of the estimated future cash flows
expected to arise from the continuing use of the asset
and from its disposal at the end of its useful life.
Estimates and judgements are applied in determining
these future cash flows and the discount rate. The
Group estimates the future cash flows based on certain
assumptions, such as market competition and
development and the expected growth in business.

Changes in these assumptions and estimates could
have a material effect on the determination of the
recoverable amounts of the assets. Where the actual
results are less than expected, additional impairment
losses, if any, may arise.

As at 30 June 2020, the net carrying amounts of the
Group's property, plant and equipment, right-of-use
assets and intangible assets are disclosed in notes 16,
17 and 18, respectively.
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Z_ZRFERNAZTHIEFE

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

Key sources of estimation uncertainty (continued)

(c)

(d)

Estimated impairment of goodwill

The Group determines whether goodwill impaired at
least on an annual basis. Determining whether goodwill
is impaired requires an estimation of the recoverable
amount of the cash-generating unit (or group of cash-
generating units) to which goodwill has been allocated,
which is the higher of the value-in-use or fair value less
costs of disposal, and details of the value-in-use and fair
value less cost of disposal are described above.

The value-in-use calculation requires the Group to
estimate the future cash flows expected to arise from
the cash-generating unit (or a group of cash-
generating units) and a suitable discount rate in order
to calculate the present value. Where the actual future
cash flows are less than expected, or change in facts
and circumstances which results in downward revision
of future cash flows, a material impairment loss or
further impairment loss may arise.

As at 30 June 2020, the net carrying amounts of the
Group's goodwill are disclosed in note 20.

Impairment of associates

As at 30 June 2020, the Group performed impairment
assessments on its interests in associates (including
goodwill). Determining whether impairment loss
should be recognised requires an estimation of the
recoverable amount of the relevant associates which is
the higher of value-in-use or fair value less costs of
disposal. The value-in-use calculation requires the
management of the Group to estimate the present
value of the estimated cash flows expected to arise
from dividends to be received from the associates and
the proceeds from the ultimate disposal of the
investment taking into account the discount rate,
revenue growth rate etc.

In cases where the actual cash flows are less or more
than expected, or change in facts and circumstances
which result in revision of future cash flows estimation,
a material reversal or further recognition of impairment
may arise, which would be recognised in profit or loss
for the period in which such a reversal or further
recognition takes place.

As at 30 June 2020, the net carrying amount of the
Group's interests in associates are disclosed in note 19.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

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

Key sources of estimation uncertainty (continued)

(e)

()

Provision of ECL for trade receivables

Trade receivables with significant balances and credit-
impaired are assessed for ECL individually. In addition,
the Group uses provision matrix to calculate ECL for
the trade receivables which are individually
insignificant. The provision rates are based on
corporate default rates in the same industries of
debtors as groupings of various debtors that have
similar loss patterns. The provision matrix 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.

The provision of ECL is sensitive to changes in
estimates. The Group’s trade receivables and
information about the ECL are disclosed in notes 22
and 33, respectively.

Income tax and deferred tax

The Group is mainly subject to income tax in Hong
Kong and the PRC. Significant estimates are required in
determining the provision for income tax. There are
some 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 year in which such determination is made.

4. EERSTHEHRMAFTIRENZE
E IR (&)

fEET R EEM 2 T E IR (F)
() EZEUNEARHEEEERE

HEEAREHADEREERED
B REFIAEEETHEBEERS
BEPE o o AEEE R B ER
A EERBSRATNEANE SR
WRBEZRREEBE - BEXT
AEREABRUBEEANZEE
BADHEMERNERATENRE
BRORME - BBREIIENANE
BEBEENR  EFZEEAE
BANHBERAKE HAIAES
MAEERBEEZAELEERN R
EHERHEENTHEEERE
xR WERBAEEENES -

EHEEERREHGHAEHLR
B AEEEZHRWFIAKRE R
BHEEERNEN D RIN M E22
N 33HEE ©

(M) FEHRELYE

AEBETRAHRELLTEME
e BEMSRBBRAFELERXR
et RABXRBBETHEET T
ERERANENRL S METHE
ZEFHNRR BB EREYAT
BHE2BEAIR ZFEZBHZER
EEF RS MIEER AR -

—EoTFEFERE - B82ERARAT 111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

5. REVENUE 5. WA
Disaggregation of revenue from contracts with customers by FR - IRETEERIRBEEI DK GHFHE
major products or service line for the year from continuing REXB2EFPEHBADTHET ¢

operations is as follows:

2020 2019
—g-8%F —T-h%F
HK$'000 HK$'000
FTHER THETT
Internet advertising agency services 5 B#48 & S IR IR 434,314 270,629
Mobile payment technical B X MR S R AR TS
support services - 100
434,314 270,729
The Group derives revenue from the transfer of services AEBRU T ITEERED RiLE
in the following major product lines and geographical WL RIS T B UL 25
regions:

Internet advertising ~ Mobile payment technical
agency services support services Total

ERSRERERE  BRXARWXEES At

For the year ended BZ,XA=TH 2020 2020 2019 2020
30 June ILEE ZB-BF % ZBCRF _TNF ZBIEE I
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TR TR TR TR

Geographical markets B g

— The PRC —m 331,222 218,710 - 100 331,222 218,810
— Hong Kong — &% 103,092 51,919 = - 103,092 51,919
Segment revenue SEUA 434,314 270,629 = 100 434,314 270,729

Inter-segment revenue D EREIMA = - - - _ _

Revenue from REIFZEH
external customers A 434314 270,629 - 100 434,314 270,729
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE (continued)

For the year ended 30 June 2020 HZE—

5.

Disaggregation of revenue from contracts with customers by

timing of recognition:

For the year ended
30 June

Timing of revenue WA BB R
recognition

Services transferred BER 8% 2 RS
over time

Internet advertising
agency services

ERS8REAERE

2020

— 7 —% $
HK$'000
TEL

2019
“E-NF
HK$'000
TAT

434,314 270,629

e ISR MY EE

T oTFEXA=THIEFE

L'ONE
RERREIRNETPALORA

2020

= 7 —% ﬁ
HK$'000
Tign

Mobile payment technical
support services

BHX AR HRE

Total

st

2020

— 7 —% ¢
HK$'000
FHET

2019
“E-NF
HK$'000
TAT

2019
“EBNF
HK$'000
TAR

100 434,314 270,729

OTHER INCOME, GAINS AND LOSSES, NET 6.

HA - s REEFEE

2020 2019
—E-EHF —E-NF
HK$'000 HK$'000
THERT FABT
Continuing operations BHEREER

Interest income on bank deposits |ITERZFEWA 54 141
Interest income on loans receivable FEWE R 2 F B WA 435 1,673
Exchange (losses) gains, net ER (BE) =558 (83) 581

Sponsorship income from an exhibition EEHMEBRA
event - 522
Additional input value-added tax granted ZB4NMX H R ETEIGEFT 1,702 -
Sundry income IR A 1,146 175
3,254 3,092
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114

OPERATING SEGMENTS

Information reported to the board of directors, being the
chief operating decision maker, for the purposes of resources
allocation and assessment of segment performance focuses
on types of goods or services delivered or provided.

The Group’s reportable segments under HKFRS 8 are as
follows:

Internet advertising agency services —

HAl

&7 &P

AESE (AXREERARE) ZHNEHR
Ty E IR B M D BRI\ MAIEL - A
ERMR N A mE TR ARFS VAR R -

I

AREERBEEM GRS ERE SR A
2T

provision of internet advertising agency services which

included promotion of online game and etc.

B BRES IR R -

Mobile payment technical support services —

7 B S Bl s iR AR5 —

The operation of leather business was discontinued in last
year. The segment information reported does not include
any amounts for this discontinued operation, which are
described in more detail in note 13.

The Group’s reportable segments are strategic business units
that offer different products and services. They are managed
separately because each business requires different
technology and marketing strategies.

The accounting policies of the operating segments are the
same as the Group’s accounting policies. Segment profits or
losses represents the profit earned by/loss from each
segment without allocation of other income, gains/(losses)
and unallocated corporate expenses. Segment assets do not
include unallocated bank and cash balances and unallocated
deposits, prepayments and other receivables. Segment
liabilities do not include unallocated accruals and other
payables.

The Group accounts for intersegment sales and transfers as

if the sales or transfers were to third parties, i.e. at current
market prices.

MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

RHEBEBESRERE (REEER LBEESE)

provision of mobile payment technical support services

PR B S M0 S #5 IR TS

EF NEXBZRZDTRIE-BER
B D ERE R MBI C R LR 2 EEH
TR - P BEERHE13 -

AREE 2 A 2D AR FE @ Mk
BORBUEEBEML - AREBFTETR
B g B BH RS - IR D FAETTE IR o

RED MG TR EARE &S BERM
[l o o EIERIE R D BT IRINA &8 F,
EOEE - KROEREMBKA - K& (B
BIRDTNTFOERNEEMAS - DHEETD
BREATHENRITEREERN T
Femizs - AN TR LA EIFIR - 5
MEENERENTHEHER BB M A
eI FRIR o

ARE B HBEHE R BB AREIE -
RERMISERRNFE =T HERER
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

OPERATING SEGMENTS (continued)

Segment revenue and results

The following is an analysis of the Group’s revenue and
results from continuing operations by reportable segments:

7. REDI(H)
DEUWARELE

] 25 RS 2 AR E K BB
B2 WA REEHTIT

Mobile
Internet payment
advertising technical
agency support
services services Total
For the year ended EMERE BEXAHRINM
30 June 2020 R332 AR % X R et
HK$'000 HK$'000 HK$°000
FET FET FET
Revenue WA 434,314 - 434,314
Cost of services Bl 75 Ak AR (425,780) - (425,780)
Gross profit EH 8,534 — 8,534
Selling and distribution expenses 4 %€ X 7 55 X (2,150) - (2,150)
Administrative expenses TR (25,355) (104) (25,459)
Impairment loss recognised &R R EE 12
on goodwill (149) - (149)
Impairment loss recognised EHRRYE  BEREE
on property, plant and REEE
equipment (5) - (5)
Impairment loss recognised EERENEEREREIR
on intangible assets (16,129) - (16,129)
Impairment loss recognised BRI — A = A RIHY
on interest in an associate S EREEE (23,856) - (23,856)
Impairment loss recognised B R E W — B & A A
on amount due from HIERVEEE
an associate (1,415) - (1,415)
Share of results of associates  JE{EHE& A T 345 937 - 937
Net reversal of impairment BEERERE S REAM
losses recognised on WK IE RE 1B 58
trade and other receivables 2,442 25,417 27,859
Segment results DELEE (57,146) 25,313 (31,833)
Other income, gains and HEablg A - Was R EE
losses, net HER 3,254
Net reversal of impairment BB 2 EREAM
losses recognised on FEW IR R B E 1B 5
other receivables 88
Unallocated corporate DR ERY
expenses (15,548)
Loss before tax BT AT R 1R (44,039)
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For the year ended 30 June 2020 HEZE_Z_ZFXA=THIFE

7.

116

Segment revenue and results (continued)

OPERATING SEGMENTS (continued) 7. REDE @
DEBRAREE (F)

Mobile
Internet payment
advertising technical
agency support
services services Total
For the year ended BE-ZE—hF BEHREES BRI
30 June 2019 RAZTHLEEFE RIEBARTS X F5 AR mEt
HK$'000 HK$'000 HK$'000
THET THT BT
Revenue WA 270,629 100 270,729
Cost of services ARG B AR (229,426) (693) (230,119)
Gross profit (loss) EM(EE) 41,203 (593) 40,610
Selling and distribution HE R D HAX
expenses (2,961) (305) (3,266)
Administrative expenses TR (28,448) (1,599) (30,047)
Net impairment losses on B 5 R E M FRIER
trade and other receivables ERELSEEb ! (11,925) (22,977) (34,902)
Segment results D EPELR (2,131) (25,474) (27,605)
Other income, gains and HEalg A - Wk R EE
losses, net HER 3,092
Net impairment losses EHRE S KA B
recognised on trade and FRIEREEEFE
other receivables (32)
Unallocated corporate PO ERE
expenses (10,466)
Loss before tax KRR A 18 (35,011)
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For the year ended 30 June 2020 BE—T=ZTFNA=+HILFE

OPERATING SEGMENTS (continued) 7. RESI(E)
Segment assets and liabilities PHMEERERE
The following is an analysis of the Group’s assets and BA 2R EEEEEI D 2 NEEBEEN
liabilities by reportable and operating segments: BESTWOT :
Mobile
Internet payment
advertising technical
agency support
services services
EBARE BEBX AR
RE R XER%
HK$'000 HK$'000
TAET FHET
At 30 June 2020 R-B-BEXA=+H
Segment assets PEEE 235,484 27,893 263,377
Segment liabilities PTHEE 89,527 1,462 90,989
At 30 June 2019 R-ZZE-NFRA=1H
Segment assets DEVEE 270,034 9,749 279,783
Segment liabilities NHEE 68,032 1,822 69,854
Reconciliations of segment revenue and profit or REGESEEB 2B UAREBREZ
loss from continuing operations: HER :
2020 2019
—EZEF —E-NF
HK$'000 HK$'000
FET AT
Revenue 115()\
Total revenue of reportable segments A 2o FBUWA 434,314 270,729
Elimination of inter-segment revenue ”*BF‘?H&U\Q% - -
Consolidated revenue el A 434,314 270,729
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEMBHRE BT\T%I

For the year ended 30 June 2020 HEZZT=_ZTF X XA=F+HIFE
7. OPERATING SEGMENTS (continued) 7. REDI(H)
Reconciliations of segment assets and liabilities: TEHREENEE2YHEE

2020 2019

HK$'000 HK$°000
FERT TATT

Assets BE
Total assets of reportable segments AE2mMyBEELE 263,377 279,783
Assets relating to discontinued BRI EEB R EE

operation ) = -
Unallocated corporate assets DT HBEENREEE 5,065 8,868
Consolidated total assets meBEME 268,442 288,651
Liabilities a8E
Total liabilities of reportable segments AIRMmH I A EEsE 90,989 69,854
Liabilities relating to discontinued BHERIFEE S BE

operation = -
Unallocated corporate liabilities YoM EEER 12,619 8,932
Consolidated total liabilities meREeRE 103,608 78,786
Amounts included in measure of segment profit or STASHEBRERINEESEZSEE !

loss and segment assets:

Internet Mobile payment
advertising technical support

agency services services
DBREE BRI AR
RERE X ER%
HK$'000 HK$'000
THT THT
Year ended 30 June 2020 BE-_E-EEXA=1H
LEFE
Additions to segment non-current EDHIERBEE
assets* 138,750 - 138,750
Depreciation on right-of-use FRREENE
assets 6,433 - 6,433
Depreciation on property, M - BEREETE
plant and equipment 1,484 - 1,484
Amortisation of intangible assets B EESHE 3,028 = 3,028
Year ended 30 June 2019 BE-E-NFXA=TH
LEE
Additions to segment non-current R EB S EIERENE
assets* 582 60 642
Depreciation on property, plantand 1% - BiE Rk ETE
equipment 1,115 158 1,273
* Additions to segment non-current assets consists of additions to * ENMIERDEEREIBEDE  BERHK
property, plant and equipment, right-of-use assets, intangible assets 1% FREEE BREERREERT2E
and interests in associates. = e
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

OPERATING SEGMENTS (continued) 7. RESI(E)
Information about major customers EHTEEFNEHR
Revenues from external customers contributing over 10% of RAFE  HAEERWAEREI0% .2
the total revenue of the Group during the year are as REINBEFHWADT -
follows:
2020 2019
—EB-FF —T-hF
HK$'000 HK$'000
FET FAET
From continuing operations REFESEER
Internet advertising agency services BERRESRIBE RS
Customer A ZEA - 101,357
Customer B ZFB 116,567 -
Customer C BFEC 68,316 -
Customer D ZFD 44,195 -
Geographical information b 35 & R
The Group's revenue from external customers by location of REBRKEESHEMEI D 2 KBINBEF
operations and information about its non-current assets by HWANILZEEMEWEI D 2 IERDEE
location of assets are detailed below: ZEIBWOT

Revenue Non-current assets
WA ERBEE
2020 2019 2020 2019

“E-EF _ZT-NF ZBZEF _ZTNF
HK$’000 HK$'000  HK$'000 HK$'000
TET FET FHERT FET

From continuing operations 3 B 5 E S %%

The PRC t 331,222 218,810 83,728 5,937
Hong Kong BE 103,092 51,919 1,573 239

United States of America ENBERE([ERH])
("USA") - - 10 33
434,314 270,729 85,311 6,209
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For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

8. FINANCE COSTS 8. B
2020 2019
—ECEE —E—NEF
HK$'000 HK$'000
FHET FHETT
Continuing operations HEREER
Finance lease charges BMERERY - 33
Interest on lease liabilities HEREBERNE 1,136 -
Interest on bank and other borrowings #2717 % E b f& & F &, 3,313 593
4,449 626
9. INCOME TAX EXPENSES 9. FBHAX
Income tax relating to continuing operations has been BB EEBEBE EHEREBERR
recognised in profit or loss as following: 3N
2020 2019
—EEF —ENF
HK$'000 HK$'000
THT T TT
Current income tax: BNHAFT/SHY -
Hong Kong Profits Tax BAENER - 1,879
PRC Enterprise Income Tax A B (R PTE T - -
- 1,879
Over-provision in prior years: BEFEREEE
Hong Kong Profits tax BERENET - (19)
PRC Enterprise Income Tax PR ERTSR = (70)
- (89)
Income tax expenses TSR 2 = 1,790

120  MILLION STARS HOLDINGS LIMITED » ANNUAL REPORT 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

INCOME TAX EXPENSES (continued)

Pursuant to the rules and regulations of the Cayman Islands
and the BVI, the Group is not subject to any income tax in
the Cayman Islands and the BVI for both years.

Hong Kong Profits Tax has been provided at a rate of 16.5%
(2019: 16.5%) on the estimated assessable profit for the
year ended 30 June 2020. No provision has been made for
Hong Kong Profits Tax as there are no assessable profits
generated for the year ended 30 June 2020.

On 21 March 2018, the Inland Revenue (Amendment) (No. 7)
Bill 2017, which introduces a two-tiered profits tax regime,
was substantively enacted. Under the two-tiered profits tax
regime, the first HK$2 million of assessable profits of
qualifying corporations will be taxed at 8.25% with effect
from the year assessment 2018/2019. Profits above HK$2
million will continue to be subject to the tax rate of 16.5%.

The provision for PRC EIT is based on the respective
applicable rates on the estimated assessable profit of the
Company’s subsidiaries in the PRC as determined in
accordance with the relevant income tax rules and
regulations of the PRC for both years.

PRC EIT has been provided at a rate of 25% (2019: 25%,).

FRrig % % ()

RERSHELRERZEFSNRA MR
Bl REERMEFEHARNRSES
NEBRZBEESNEAMER

ERANEHRIIREBEE S _TFE A=
BIEFEMEFERTEFIZ16.5% (=
T—NF 1 165%) 2B EFTIZEE - A
REE—ZE-_EFNA=THIFEAL
mELERE N B WETREER
ST -

(ZE—EFRBUEE]) (B75) KHIE
BN _E—N\E=ZA=-+—HEHLLH
T WIS AFS R ARS - BRIEFE
RRSH - A= —NEF/ T NFR
REFZRG  AEH QA H 2,000,000
TLERB G A 2 B K A8.25% + MR A
2,000,000/ 7T 2 i A #5332 16.5% 2
KGR o

R 5 e B0 22 1 B T 1B AR
150 B0 B TG BRI R AR DI R ) R 2
e BB 2 A1 £ A SR B L 0%
AREE -

(% BT BB R 25% (=B — S -
25%) 2 T R EHEEE -
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For the year ended 30 June 2020 HZE—-T—

122

TEXASTHILER

INCOME TAX EXPENSES (continued)

Pursuant to the Notice of the Ministry of Finance and the
State Administration of Taxation on Enterprise Income Tax
Policies for Xinjiang Uygur Autonomous Region and Xinjiang
Kashgar Autonomous Region ({ B/ B 2B ~ Bl X T 7548 B 7
RBERTERRIMEFKEERERCEMEHNE
F K ) B &0 )) promulgated by the State Council on 29
November 2011, if a corporate enterprise is newly
established within calendar years 2010 to 2020 in two
specific regions with business fallen in the scope of the
Catalogue of Preferred Enterprise Income Tax for Key
Encouraged Industries in Poor Areas of Xinjiang ({758 /& &
WREHSBEREZFCEMETEEAB K)), the
corporate enterprise can enjoy a preferential treatment of
5-year exemption from the first year when the entity begins
to generate revenue. ZE R B LEEREBR A A
(Horgos Sifan Information Technology Limited (“Horgos
Sifan")), ER R T EE B AE BEBHE B R 2 A (Horgos
Xiangjiao Chaoren Information Technology Limited (“Horgos
Xiangjiao”)) and Z B R AT BHH LR BR A A (Horgos
Dongrun Network Technology Limited (“Horgos Dongrun”))
are exempted from income tax from calendar years 2017 to
2020 upon approval by the State Taxation Bureau of the
Xinjiang Uygur Autonomous Region in 2017.

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MY EE

For the year ended 30 June 2020 BE—ZT=ZTFNA=+HILFE

INCOME TAX EXPENSES (continued) 9. PSR (&)

The reconciliation between the income tax expense from KEBEKREER 7S EE A
continuing operations and the product of loss before tax FBEFENEANSBHIBEIAERENE
multiplied by the income tax rate applicable to respective tax TMBER ZIEOHERNT ¢

jurisdictions is as follows:

2020 2019
—EB-FF —T-hF
HK$'000 HK$'000
FET FAET
Loss before tax from continuing KEHELEER Y
operations BR 7% Al &5 18 (44,039) (35,011)

Tax calculated at the rates applicable to  IZEANE AR IE s AR

respective tax jurisdictions HERAERFIE (10,050) (1,312)
Tax effect of income that is not taxable /BB A 2 FifE & (12,325) (93)
Tax effect of expenses that are not PRIMBRZ 2 B2

deductible 15,812 2,825
Over-provision in prior years WA FEBRER A = (89)
Tax effect of tax losses not recognised RERTIARR 2 RS & 7,787 5,957
Tax effect of utilisation of tax losses HABETRERZ

previously not recognised HIEERB 2 MG E (168) (35)
Tax effect of share of results of associates [E(HEEE AN RIELE 7 TRiss 2 (234) -
Effect of tax concession HBEEREZTE (822) (5,463)
Income tax expenses from continuing % Q Tii‘“’i“‘ BEBZ

operations BREAX - 1,790
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For the year ended 30 June 2020 HEZZT=_ZTF X XA=THIFE
10. LOSS FOR THE YEAR FROM CONTINUING 10. REFECERB2FABE
OPERATIONS
The Group's loss for the year from continuing operations is REBEZKEFHBREEBZFANERT
stated after charging (crediting) the following: KR GEA) U TEERSIBRAT
2020
—EBEF
HK$'000
FHET
Auditors’ remuneration Z BB & 850 1,250
Amortisation of intangible assets B 3,028 -
Depreciation of property, plant M - BB RERETE
and equipment 1,484 1,477
Depreciation of right-of-use assets fEAEEENE 6,433 -
Exchange losses (gains), net b 5 B 18 (Uizs ) /558 83 (581)
Operating lease rentals in respect YK ERS N/A
of properties REH 9,386
Loss on disposals of property, plant HEYE - BER&EZEE
and equipment 703 724
Loss on termination of lease contract BIFTHEAHEE 1,967 -
Reversal of impairment losses BB HRE 5 W IERE
recognised on trade receivables E518 (27,200) (1,847)
Reversal of impairment losses recognised  # [0l & #MERIL % ~ TENFKIE M
on deposits, prepayments and other E R IB R B S 1B
receivables (15,747) -
Impairment losses recognised EHRE SR IER EEE
on trade receivables 10,523 22,332
Impairment losses recognised on deposits, T HERIZE ~ AR FIE K& HAth
prepayments and other receivables JEU R IERE B 18 4,477 14,449
Impairment loss recognised on amount & #EFRRE UL — B & A B 5K08
due from an associate VEREY SEi! 1,415 -
Impairment loss recognised on goodwill & 3279 &5 (E 518 149 -
Impairment loss recognised on property, DR - ME LR E
plant and equipment REEE 5 -
Impairment loss recognised on EREFEEREBEEE
intangible assets 16,129 -
Impairment loss recognised on interest B AR — i & A 7 A
in an associate EmEREEE 23,856 -
11. EMPLOYEE BENEFITS EXPENSES 1. EERFARX
2020
—EZEF
HK$'000
FHET
Employee benefits expenses: BERAFX :
— Salaries, bonuses and allowances — e - ?E,%I)Sb?ﬁﬁ 11,718 29,099
— Retirement benefit scheme contributions — iR K18 K 51 214 5% 1,868 4,811

13,586 33,910
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

11. EMPLOYEE BENEFITS EXPENSES (continued)

Five highest paid individuals

The five highest paid individuals in the Group during the
year included nil director (2019: 2 directors) whose
emoluments are reflected in the analysis presented in note
12. The emoluments of the five individuals (2019: three
individuals) are set out below:

1. BEEEMEFEX (8
AEEREHAL

RAEER  AEBHALREH ALY
BRI (TN MA)EF BEZ
HEMERBNH 12 250D IR - &
& (CENF - Z8) AL 2
mF

2020 2019

—ECEH —E-NF

HK$'000 HK$'000

FET TFETT

Salaries, allowances and benefits in kind ¥ % -~ 2B N EWEF) 3,133 925
Discretionary bonuses IS TEAT - 7,616
Equity-settled share-based expense ARES A E AR BERE 2 Fi X - -
Retirement benefit scheme contributions 3R {/Ki& K| 5H 24t 2k 96 28
3,229 8,569

The number of the highest paid employees who are not the
directors whose remuneration fell within the following bands
is as follows:

FHNFUTHEZFEERHERA
g

Number of individuals

8 AR

2020 2019

—g-2E
Nil-HK$ 1,000,000 =% 1,000,000 7T 4 -
HK$1,000,001-HK$ 1,500,000 1,000,001 7T % 1,500,000, 7T 1 -

HK$1,500,001-HK$2,000,000 1,500,001 # 7T % 2,000,000, 7T -
HK$2,000,001-HK$2,500,000 2,000,001 7 7L & 2,500,000 7 7T - -

HK$2,500,001-HK$3,000,000 2,500,001 7 7T & 3,000,000 7 7T -
HK$3,000,001-HK$3,500,000 3,000,001 7 7T & 3,500,000 7 T - -
HK$4,000,001-HK$4,500,000 4,000,001 7T ZE 4,500,000,8 7T - 1

During the years ended 30 June 2020 and 2019, no
remuneration was paid by the Group to the five highest paid
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.

REBEE-ZT-_ZTEN_T-AFA=T
BIEFE  AEEHERALEZRRHAL
SRR FR B SR S| B DD AN S B 2k N
AR B 2R - S RRER (e
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For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

12. BENEFITS AND INTERESTS OF DIRECTORS 12. EEEARERS

(a) Directors’ and Chief Executive Officer (“CEO”) (@) ESRTHAR(THAR] M
emoluments &
The remuneration of every director is set out below: FERESHMEeHRIIDT

Discretionary

Employer’s bonuses

contribution and

toa performance

Salaries  retirement related

Director's and benefit incentive

fee allowances scheme payments

EEEK BEEAK

BRI REME
Name of Director EEHE FHeREH HR REAR st
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THERT TET

During the year ended BE-Z-ZF

30 June 2020 ARAE=THLEE
Executive Directors HTES
Mr. Zhu Yongjun REERAE - 50 - - 50
Ms. Wang Fei (CEO) (note(iv) ~ F3E&+ (TBL@#)

below) S CEAN) - 100 2 - 102
Ms. Tian Yuan HEZ T - - - - —

Independent non-executive BIFHTES

Directors
Ms. JiFang HEzL 180 = - - 180
Mr. Gao Shuo BELE 180 = = - 180
Mr. Chen Ce B 180 - _ _ 180
Total for 2020 —E-_BEEMAG 540 150 2 _ 692
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

12. BENEFITS AND INTERESTS OF DIRECTORS 12. EEFEARERE (@

(continued)
(a) Directors’ and Chief Executive Officer (“CEO”) (@) ESRTHAR(THAR] M
emoluments (continued) & ()

Discretionary

Employer's bonuses

contribution and

toa performance

Salaries retirement related

Director’s and benefit incentive

fee allowances scheme payments

EEERAK  RBEEAR

BAEt 3 eyl
Name of Director z EEHS EHERERL 2 B 4t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FET TR

During the year ended BE-Z-NF

30 June 2019 AAZTALEE
Executive Directors BITES
Mr. Zhu Yongjun REERAE - 1,963 114 - 2,077
Ms. Wang Fei (CEO) T+ (TTHBE) - 2,032 167 - 2,199
Ms. Tian Yuan HEZ T - - - - -

Non-executive Director FHTES
Mr. Chong Ka Yee (note ()  ¥i3EH%EAE
below) (F3THIzEG) - 167 - - 167

Independent non-executive BHIFHTES

Directors
Ms. Ji Fang (note (ii) HEEL

below) e CEID) - 90 - - 90
Ms. Chen Feng (note (iii) FRiE 2+

below) () - 90 - - el
Mr. Gao Shuo SEEL - 180 - - 180
Mr. Chen Ce BREEE - 180 - - 180
Total for 2019 —T-NFEE - 4,702 281 - 4,983
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For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

12. BENEFITS AND INTERESTS OF DIRECTORS
(continued)

128

(a)

(b)

Directors’ and Chief Executive Officer (“CEO”)
emoluments (continued)

Notes:

(i) Mr. Chong Ka Yee resigned as a non-executive director on 4
June 2019.

(ii) Ms. Ji Fang was appointed as an independent non-executive

director on 1 January 2019.

(i)  Ms. Chen Feng resigned as an independent non-executive
director on 1 January 2019.

(iv) Ms. Wang Fei resigned as an executive director and CEO on 5
September 2020.

During the year, no remuneration was paid by the
Group to the directors and CEO as an inducement to
join or upon joining the Group or as compensation for
loss of office (2019: Nil).

There was no arrangement under which a director and
the CEO waived or agreed to waive any remuneration
during the year (2019: Nil).

The remunerations of directors and the chief executive
were determined by the remuneration committee
having regard to the performance of individuals and
market trends.

Fees, salaries and other benefits paid to or for the
executive and non-executive directors are generally
emoluments paid or receivable in respect of those
persons’ other services in connection with the
management of the affairs of the Company and its
subsidiaries.

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the
Company was a party and in which a director of the
Company and the director’s connected party had a
material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during
the year.
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

13. DISCONTINUED OPERATION

On 18 February 2019, the Company entered into a sale and

13. CRIEEEETE

RZZE-—NEFE-_A+N\H XRFEILE

purchase agreement to dispose of Odella International His HERTAEER Y TR ¥R
Limited (the “Odella”) and its subsidiaries, which carried out @ & > Odella International Limited

all of the Group's leather business operation. Details of the
assets and liabilities disposed of, and the calculation of the
profit or loss on disposal during the year ended 30 June

2019, are disclosed in note 36(a).

36(a) # 5= ©

([Odella)) R EMB AR - RBEE-F
—NERA=THLEFEHEEEN AR
MEFBAREEBRE 2 E AR

Profit for the year ended 30 June 2019

BE_Z-NFAA=TRHIEFERSE

from discontinued operation: RIS R 2 m A
Revenue WA 37,219
Cost of sales HEMA (24,509)
Distribution costs DA (1,110)
Administrative expenses TR X (14,019)
Net impairment losses on trade and B 5 N HE MR FIRRRE

other receivables EEFHE (640)
Other income, gains and losses, net HAa WA~ s RE18F5E 940
Loss before tax BRA A 18 (2,119)
Income tax expense FrigHif 2 (10)

(2,129)

Gain on disposal of subsidiaries (note 36(a)) HEMB AR Z Wz (it 36(a)) 2,324
Income tax expense PRSI R X -
Profit for the year from discontinued operation RRRHEBANEEREERIELEER 2

attributable to owners of the Company F N A 195
Profit for the year from discontinued operation REDRIEEEES 2 FRm

include the following: BETHEIE
Depreciation* e 168
Auditor’s remuneration ZEHET 2 -
Cash flows from discontinued operation: REERIEREEBHNRERE
Net cash inflows from operating activities KEEHELE RS RAFRE 21,178
Net cash outflows from investing activities RERHEE 2RSS ML FHE (403)
Net cash outflows from financing activities BMEEHEL RS R RS (18,626)
Net cash inflows W mAFEE 2,149
* Included in cost of sales for the years ended 30 June 2019 were * BT -AFRNA=THILEFEMNHEERR

depreciation charge of approximately HK$71,000.
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For the year ended 30 June 2020 HEZZT=_ZTF X XA=THIFE

14. DIVIDENDS
No dividend was paid or proposed for ordinary shareholders
of the Company during the year, nor has any dividend been
proposed since the end of the reporting period (2019: Nil).
15. LOSS PER SHARE

From continuing and discontinued operations

The calculation of the basic and diluted loss attributable to
the owners of the Company is based on the following data:

Loss =]
Loss for the year attributable to

owners of the Company

14.

15.

@S

FRILEFAR R E BRI SEZFIK
MEMALE - BB W& AREL BEHIK
MEMBRE(ZF—NEF - &) -
BRER
KEFBEEEEB RO RIMREET

RRBEB NEIEERLEEERIRE
TIIEERE

2020
—ECERHE

2019
—E-NF
HK$'000
FH&TT

HK$'000
FET

RRABVEA ANEIEFAER

— from continuing operations — RERBREER (44,039) (36,801)

— from discontinued operations — REBRILEEER - 195
Loss for the purpose of basic and AR EERERREER T

diluted earings per share 2R (44,039) (36,606)

PR 42 A 39 B

Weighted average number of shares

— Issued ordinary shares at 1 July — Rt A—RBE#ETERR 400,000 400,000
— Effect of ordinary shares issued —FRERTEBRIFE
during the year 11,202 -

Weighted average number of ordinary AR EBRERKEE

shares for the purpose of calculating E518 2 Em AR A 9 8

basic and diluted loss per share 411,202 400,000
The weighted average numbers of ordinary shares used as BRARBREE TEHERA=TH
denominators in calculating the basic and diluted loss per E—F— ﬂﬁz\ﬁ_‘i'ElJJ:EJ*I?ﬁEﬂ
share are the same because the Company did not have any BELER  WRGEERERNREEE

potential ordinary shares during the years ended 30 June
2020 and 30 June 2019.
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For the year ended 30 June 2020 BE—ZT=ZTFNA=+HILFE

15. LOSS PER SHARE (continued)

From continuing operations

The calculation of the basic and diluted loss per share
attributable to the owners of the Company is based on the
following:

15. BREE (&)

KEFBELEER

RABEE ANBIEESRERN N EEERT)
RIBETIIBSEAE

2020 2019
—B-BF T NF

HK$°000 HK$°000
FERT TATT

Loss E5iE

Loss for the purpose of calculating basic ~ FIAFTEEGMIREAR K& i#s

BEZER

and diluted loss per share

(44,039) (36,801)

The denominators used are the same as those detailed above
for both basic and diluted (loss) earnings per share.

From discontinued operations

For the year ended 30 June 2019, basic and diluted earnings
per share from the discontinued operation is HK0.05 cents
per share, based on the profit for the year from discontinued
operation attributable to the owners of the Company of
approximately HK$195,000 and the denominators used are
the same as those detailed above for both basic and diluted
earnings per share (2020: N/A).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BTSRRI R

For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

16. PROPERTY, PLANT AND EQUIPMENT

16. W% - MERRHE

Furniture,
fixtures Machinery
Motor and office and Leasehold
vehicles equipment equipment improvements
B EBR
"E BAERE BERZE HEWMERE
HK$'000 HK$'000 HK$'000
FAET TAT V2> FAT
Cost (2%
At 1July 2018 RZZE-—N\F+A—H 4,829 2,864 575 631 8,899
Additions NE 140 304 17 642 1,103
Disposals of subsidiaries HEHBAT
(note 36(a)) (Bf5E36(a)) (263) (1,267) (592) (534) (2,656)
Disposals & (925) (95) - (330) (1,350)
Exchange differences P ZR (173) (55) - (4) (232)
At 30 June 2019 RZZE-NFRA=TH 3,608 1,751 - 405 5,764
Additions nE - 249 - 1,353 1,602
Disposals HE (2,194) (558) - - 2,752)
Exchange differences P ZR (106) (44) - (14) (164)
At 30 June 2020 RZZ-ZTHFA=+H 1,308 1,398 - 1,744 4,450
Accumulated depreciation ZiHFERAEESRE
and impairment losses
At 1July 2018 W= \FE+A—H 453 1818 443 438 3,152
Charge for the year ERG 904 528 49 164 1,645
Eliminated on disposals of R EH B A AR
subsidiaries (note 36(a)) (M7 36(a)) (138) (1,162) (485) (349) (2,134)
Eliminated on other disposals ~ FAE i H & B 4 44 (44 - (193) (469)
Exchange differences fE =% (18) (32) @) () 61)
At 30 June 2019 RZE-NFRA=1H 969 1,108 - 56 2,133
Charge for the year FERHKR 499 400 - 585 1,484
Eliminated on disposals A E (835) (558) - - (1,393)
Impairment loss recognised ~ FRE MR ERE
for the year - 5 - - 5
Exchange differences fE AR 31) (28) - (5) (64)
At 30 June 2020 RZZEZZFA=1H 602 927 - 636 2,165
Carrying amounts IREE
At 30 June 2020 RZZEZTF~A=+H 706 471 - 1,108 2,285
At 30 June 2019 RZZE-NFRA=1H 2,639 643 - 349 3,631

The above items of property, plant and equipment, after
taking into account the residual values, are depreciated on a
straight-line basis at the following rates per annum:

btz - BE MR EBIE B Ty KRR
BER  KERERATERTE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

16. PROPERTY, PLANT AND EQUIPMENT

(continued)

10%-30%
20%-50%
10%-33%
Over the lease term

Motor vehicles

Furniture, fixtures and office equipment
Machinery and equipment

Leasehold improvements

In accordance with the Group’s accounting policies, the
Group reviews the carrying amount of its property, plant and
equipment to determine whether there is any indication of
that these assets have suffered an impairment loss. Where
an indicator of impairment exists, a formal estimate of the
recoverable amount is made at the reporting period.

As explained in note 20, as at 30 June 2020, the directors of
the Company conducted impairment assessments of the
property, plant and equipment containing in the cash-
generating units of Ai Wan Yue (the “Ai Wan Yue CGU")
and Dongrun Hudong (the “Dongrun Hudong CGU") with
reference to a professional valuation based on the basis of
value-in-use using discounted cash flow method performed
by IVL by comparing the carrying values and the recoverable
amounts of the CGUs which are based on certain key
assumptions.

Based on the impairment assessment, for the year ended 30
June 2020, impairment losses of HK$5,000 was recognised
and allocated to property, plant and equipment in relation to
Ai Wan Yue CGU which was charged to profit or loss for the
year. In addition, no impairment loss has been recognised
for the property, plant and equipment in relating to Dongrun
Hudong CGU as the recoverable amount of the Dongrun
Hudong CGU was higher than its carrying amount as a result
of impairment assessment.

16.

T TEFERE - BEEERARA

e B ISR R MY R

T oTFEXA=THIEFE

W% - BERRE @)

R 10% £ 30%
B KEMBAERE 20%E50%
Hers M 10% £ 33%
HEMEREKE R
REASENEBOR - ARBEEZHE

YE - BEERBZREE  UWEERS
BEERPREAZFEELRBERSE
W BRENR - RREHeH AR E
BRVEH ER G -

FRANBIFE20FTERBE - M ZE —EF XA
=TH ARRIZEEZEVVLEREET
FTEBRERNSELESMEREMENTYE
CRELE - WikFEREEEERBANR
REMBAET EEGEHBENEDR
HEeEASBN((EMMBEEAEN])
FrEEBEEReELEEM((REEHRE
EXBN] 2WE  BEMEEETRE
i o
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=t+HIEFE - EEJEbe\RﬁiFEE 5 i
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

17. LEASES 17. #HE
(a) Right-of-use assets () FEHEEE
Leased Office
properties  equipment Total
HEME BAERE @t
HK$'000 HK$'000 HK$'000
TR THEL TR
Carrying amounts REE
Adjustment upon initial application RERERAR B EHREER
of HKFRS 16 ER i he 20,022 58 20,080
As at 1July 2019 RZZE-NFtA—H 20,022 58 20,080
At 30 June 2020 R-B-Z&EXHA=1+AH 8,108 39 8,147
For the year ended 30 June 2020 BZE_Z-Z£,-A=1HLEE
Additions to right-of-use assets NETHELE 1,076 - 1,076
Depreciation e 6,414 19 6,433
Termination of lease contracts BIEHEEH 6,049 - 6,049

Expense relating to short-term leases with ~ 1G4 & A EEH BiRE

lease terms end within 12 months of EHIE165RHE12EAR
the date of initial application of HKFRS 16 TT45#Y48 ERTE 1R 902
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

17. LEASES (continued)

(a)

Right-of-use assets (continued)

During the year ended 30 June 2020, the Group leases
various properties and office equipment for its
operations in Hong Kong and the PRC. Lease contracts
are entered into for fixed periods of one to three years.
Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions.
In determining the lease term and assessing the length
of the non-cancellable period, the Group applies the
definition of a contract and determines the period for
which the contract is enforceable.

The Group regularly entered into short-term leases for
certain office units. As at 30 June 2020, the portfolio
of short-term leases is similar to the portfolio of short-
term leases to which the short-term leases expenses
disclosed above.

Additions to the right-of-use assets for the year ended
30 June 2020 amounted to approximately
HK$1,076,000 due to new leases of properties and it
was treated as the non-cash transaction.

During the year ended 30 June 2020, the Group
terminated lease contracts for an office and a staff
quarter in the PRC. The early termination resulted in a
loss of approximately HK$1,967,000 which is the net
effect of the derecognition of the carrying amount of
right-of-use assets of approximately HK$6,049,000,
derecognition of corresponding lease liability of
approximately HK$5,921,000 and the compensation
charge of approximately HK$1,839,000.

e B ISR R MY R

T oTFEXA=THIEFE

17. HE (#)
(a) FRAEEEGE)
REBE-_ZT-_TESA=THILE

SECTEEERE

e $$l2%ﬁmi§/%&¢ Bz %
BHEZEMELRRAERKE - H
ERNZEEHRS—E=F-H
SRR AR EERER - XHE
ER-AFER RGNS - REERE
HRFE N BEE 2 RER - K
SEHEMANNERENEEAMNA
58 BT T2 HARR -

REBTFERRETHAREEMAL
HBAE RZEZTEFEA=T
H S HEHEAHE FXMKEZ
RHHERX 2 RBAEEHS AU -

HRFMEREREAIFBRLTS
RBE-_ZT-_ZTF A= +EIJJ:¢
EHFEREEENEHA1,076,000
I

REBEZ-_E-_FTFA=1+8HIF
B AEBRKIEFEHAETHAT
EIEazHEAN - REKR LE
HEIE 491,967,000 7T - HAKIE
REAEEEZCERED
6049000/%7[; Zx_lthﬁu/u*g}gf i_:f
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEMBHRE BT\T%I

For the year ended 30 June 2020 HZE_Z_ZTFA=1+HILFE
17. LEASES (continued) 17. HE @)
(a) Right-of-use assets (continued) (@) EAEEEE)

In addition, in accordance with the Group’s accounting AN - IBIBEAEBEMNZETEEER - A
policies, the Group reviews the carrying amount of its EHeEZETREESEZERE
right-of-use assets to determine whether there is any NHEEREAEATRERBZE:
indication of that these assets have suffered an ERIRREEIE o WHRREDR
impairment loss. Where an indicator of impairment R EHes e EELER
exists, a formal estimate of the recoverable amount is f&st o

made at the reporting period.

As explained in note 20, as at 30 June 2020, the UM EI 20 SRR R B —EH&E
directors of the Company conducted impairment ANA=1TH RRRIZEEFLZEIVL
assessments of the right-of-use assets containing in the BEETIEREYEREELHIRS
cash-generating units of Dongrun Hudong CGU with EEBUEREIERTKEESREELL
reference to a professional valuation based on the basis B WikFEFREBEEERALNR Eﬁ
of value-in-use using discounting cash flow method EREBFETZEEHEHES
performed by IVL by comparing the carrying values and REEEREeELSE LLZ@FH%é
the recoverable amounts of the Dongrun Hudong CGU EETRE G -
which was based on certain key assumptions.
Based on the impairment assessments, for the year RBIEBEN G N2 -_E-FF
ended 30 June 2020, no impairment loss has been ANA=ZTHILFE BERREE
recognised for the right-of-use assets in relation to PReELENFHCERAREE
Dongrun Hudong CGU as the recoverable amount of BRBEEE  RERRENGE
the Dongrun Hudong CGU was higher than its carrying BHENEEOHIRSELEERMN TR
amount as a result of the impairment assessment. El&EmNEREE -

(b) Lease liabilities b) HEEE

As at As at
30 June 2020 1 July 2019
R=ZB-FF N_T-NF

~NB=1H +H—H
HK$'000 HK$'000
FBT BT

Amount analysed as: RIEANA -
— Non-current — IERH 3,532 5,692
— Current — R E 5,128 14,388

8,660 20,080
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MY EE

For the year ended 30 June 2020 BE—ZT=ZTFNA=+HILFE

17. LEASES (continued) 17. HE (#)
(b) Lease liabilities (Continued) (b) HEEEE)
As at
30 June 2020
R-BZEF
AA=+H
HK$'000
FTHERT
Lease liabilities payable on: RUATEIRR AERNHEERE
— Within one year — —F R 5,128
— Within a period of more than one year —BiE—F - BETER
but not more than two years MEHARR 3,532
8,660
Less: Amount due for settlement B RIRBAE TR
within 12 months shown 1218 A A F 58
under current liabilities BRTHIE (5.128)
Amount due for settlement after 12 months RIERBEETIIR12@EA %
shown under non-current liabilities B EMER B FIR 3,532
For the year ended 30 June 2020 BE-_ZE-_ZEFXA=1HILLEE
Interest on lease liabilities HEAGBHE 1,136
Total cash outflow for leases HERE ML HERE 7,179
Lease obligations are denominated in the following FAEHEFETIATY|EHEHE -
currencies:
HKS$ RMB Total
BT N @t
HK$'000 HK$'000 HK$'000
TERT TR TR
As at 30 June 2020 R-ZBE-EEXA=A 1,336 7,324 8,660
During the year ended 30 June 2020, the Group RNEFE—Z-_=E<A=+HItE
entered into a new lease agreement in respect of EoAEBRAEYMEII RS
renting a property and recognised lease liability of R E B E1,076,00075 7T o

HK$1,076,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

18. INTANGIBLE ASSETS 18. B EE
Licensed
mobile
games

applications
By REFE

EAERX ERREN a4 st

HK$'000 HK$'000 HK$'000 HK$'000

FAT FAL FAT FAL

Mobile
applications

Software Total

Cost B
At 1 July 2018, 30 June 2019 RZE—-\FtHA—B"

and 1 July 2019 “E-NERA=TH
k=E-NEF+tHA—H - - - _
Additions =Y 18,277 8,308 26,083 52,668
Exchange differences EHER (190) (87) (272) (549)
At 30 June 2020 R-ZE-EFXB=1H 18,087 8,221 25,811 52,119
Accumulated amortization and ZiH# 85 RBEFRE
impairment loss
At1July2018,30June 2019  R=T—N\F+A—A
and 1 July 2019 —E-NFRA=TH
EZE-NE+HA—-H - - - -
Charge for the year ERB 974 411 1,643 3,028
Impairment loss recognised FABAZRERBE
for the year 5,276 - 10,853 16,129
Exchange differences EHER (10) 4) (17) (31)
At 30 June 2020 R-ZE-EFXB=1H 6,240 407 12,479 19,126
Carrying amounts IREE
At 30 June 2020 R-ZB-ZEXA=1H 11,847 7,814 13,332 32,993
At 30 June 2019 RZZE-AF~A=1H - - - -

138

During the year ended 30 June 2020, the Group acquired
certain mobile applications, concession rights for the licensed
mobile game applications and software relating to its
internet advertising agency business and operation with an
aggregate consideration of approximately HK$52,668,000.
Out of which, certain software with an aggregate
consideration of approximately HK$8,862,000 was acquired
from Yidao Network (as defined below, an associate of the
Company) during the year.

The directors of the Company consider that the acquired
intangible assets are mainly either for the Group's existing
internet advertising agency services business or for the
leasing to third parties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B ISR R MY R

For the year ended 30 June 2020 BZE T _ZFA=THILFE

18. INTANGIBLE ASSETS (continued)

In the opinion of the directors, the below economic life of
the Group’s intangible assets is expected to generate net
cash for the Group, which was by reference to the average
economic life of similar mobile applications and software.
They are amortised on a straight-line basis over the following
periods:

Mobile applications

Concession right for licensed mobile
game applications

Software

8 years

8 to 10 years
5to 10 years

Impairment assessments as at 30 June 2020

As at 30 June 2020, the directors of the Company conducted
impairment assessments of the Group’s intangible assets
with reference to a professional valuation performed by
International Valuation Limited (“IVL"”), an independent
professional valuer by comparing the carrying amounts and
the recoverable amounts of the intangible assets which are
based on certain assumptions.

The recoverable amount of an intangible asset is the higher
of the fair value less cost of disposal or its value-in-use. The
fair value less costs of disposal using asset-based approach
and the value-in-use using discounted cash flow approach is
based on pre-tax discount rates from 20.9% to 24.2% and
cash flow projections from financial budgets prepared by the
management covering a period of 5 to 10 years. Other key
assumptions for the discounted cash flow approach relate to
the estimation of cash inflows/outflows which include gross
profit margin, such estimation is based on the expected and
forecasted performance generated from the use of the cash-
generating unit and the management'’s expectations for the
market development, as well as the historical data of past
performance and the management’s expectation of the
market development.

18.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEMBHRE BT\T%I

For the year ended 30 June 2020 #HZ—

18.

19.

140

—EERNAZTHLEFE

INTANGIBLE ASSETS (continued)
Impairment assessments as at 30 June 2020 (continued)

Under the circumstances of limited supporting information
and documents on the intangible assets and information
relating to the business and operation of the intangible
assets are insufficient, the directors of the Company are still
confident and expect that the Group’s intangible assets will
contribute net cash inflows to the Group in the near future.

Based on the valuation, the carrying amounts of certain
intangible assets were higher than their recoverable amounts
and thus, an impairment loss of HK$16,129,000 was
recognised for the year.

The management of the Company consider that the above
assessments based on best information available.

. BREEE®)
R-ZEB-ZSFANF=1+H2ZHEFFEE)
EEREEFRER KX BR AKX EE

FREAEXBREERBZERTEEBR
T ARREFNEEONERAAEE
BEEEANORAREETRESRA
/?§§°

HENfhE  ETEFEEZRAESNE
Al E e R B SRR E B 1R
16,129,000 7T, ©

ARRERERR bt
EERREE-

LEHE TY IR A 1S 5%

INTERESTS IN ASSOCIATES 19. REE QT 2 EH
2020 2019
—E-EF —T-hF
HK$'000 HK$'000
FET FAET
Cost of investment in associates PB4 A7) 7 AN 63,324 -
Share of post-acquisition results — FE{EULBEE S8 N
and other comprehensive Hth 2 mE W e (Fkk 2 WAR B
income, net of dividend received 937 -
Impairment loss recognised FNERZREER
for the year (23,856) -
Exchange differences MEH Z5E (855) -
39,550 -

JE W — Bt 2 R B AR

Amount due from an associate:

2020
—Z-%F

2019
—NE
HK$°000
TATT

HK$'000
TR

— Amount due from Baitui — JEHQET’EZHZ%TA
Network 6,354 -
Less: Allowance o B (1,415) -
4,939 -

The amount due from an associate is unsecured, interest-
free and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

19. INTERESTS IN ASSOCIATES (continued) 19. REEE N R 2R ()
Particulars of the Company’s associates (the “Associates”) as BEAXNGZHBEND([ZEHE LT ])
at 30 June 2020 are as follows: RZZEZTFNA=ZTHHFBOT :

Place of
establishment and Attributable interest and
principal place of  Form of business proportion of voting power
Name of associates operation structure held by the Group Principal activities

L PR S B AEBERGERR
BENAER TEERBEY ES 2T S PR R FTEXH
Directly Indirectly

B SE:S

RIEBREERAF PRC Limited liability - 35.00% Provision of internet
(Shenzhen Yidao Network company advertising agency
Co., Ltd., "Yidao Network") services

RYEEBERERRA i BRAT - 35.00% RELEHBES
(IZERRE)) IR MR

FERERERRERRAR  PRC Limited liability - 25.54% Provision of server
(Shanghai Baitui Network company hosting services

Technology Co., Ltd.,
"Baitui Network")

LEBHREREERAR  HE BRAE - 25.54% fRERRETFRS
([EHBE])
Note: The English translation of the name is for identification purpose for Mt PR R BB SGESUERE A -

PRC Company only.
Details of the Group’s Associates are as follows: AEBZFHERRZFBOT :

Yidao Network Baitui Network Total
FERS BHERS #Et

HK$’' 000 HK$’' 000 HK$’ 000
FET FET FET

(Note (a) (Note (b)
below) below)
(FxBizE@) (T3HizE (b))

Cost of investments in associates FAH 2 A & 7 I & AN 55,720 7,604 63,324
Share of post-acquisition results i (5 U B 1% 245 % H b

and other comprehensive 2HEE (1B E WK

income, net of dividend B& B

received 1,223 (286) 937
Impairment loss recognised FRNERZBIEEE

for the year (23,856) - (23,856)
Exchange differences EH =% (925) 70 (855)

32,162 7,388 39,550
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

19. INTERESTS IN ASSOCIATES (continued)

Notes:

(a)

142

Interests in Yidao Network
Acaquisition of Yidao Network during the year

Pursuant to the capital increase and subscription agreement (the “Yidao
Subscription Agreement”) between 1t R B E & Rl & H R Q A
(Beijing Dongrun Hudong Technology Limited, “Dongrun Hudong”), a
wholly-owned subsidiary of the Company, and Mr. Feng Tao, an
independent third party and the sole shareholder of the company at
that moment on 30 August 2019, Dongrun Hudong agreed to
contribute of RMB50,000,000 (equivalent to approximately
HK$55,720,000) in cash to the company. Upon the completion of the
Capital Contribution on 28 October 2019 (the “Yidao Network
Acquisition Date”), Mr. Feng Tao and Dongrun Hudong own 65% and
35% equity interests in the company, respectively.

Yidao Network was a company incorporated in the PRC with limited
liability which is an application game distribution and is mainly
engaged in the provision of internet advertising agency services. The
principal business activities of the company are network technology
invention, ecommerce operation, trading, and import and export of
goods and technologies.

In the opinion of the directors, the acquisition of the company enables
the Company to expand its business network, to increase its market
share and strengthen the economy of scale in its internet advertising
agency business.

Pursuant to the Yidao Subscription Agreement, the Group has the
right to nominate one director and one supervisor to the board of
directors and board of supervisor of the company, respectively. The
Group has accounted for its investment in the company as an
associate as management assessed that there is significant influence
as the Group has the power to participate in the financial and
operating policy decisions of the company based on the Yidao
Subscription Agreement in accordance with Hong Kong Accounting
Standard 28 (2011) Investments in Associates and Joint Ventures
("HKAS 28").

Further details of the above transactions are set out in the Company’s
announcements dated 30 August 2019 and 17 September 2019.

As explained in note 18, Yidao Network sold software with an
aggregate amount of HK$8,862,000 to the Group during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. INTERESTS IN ASSOCIATES (continued)

(a)

Interests in Yidao Network (continued)

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

Purchase price allocation upon acquisition of Yidao Network

The fair value of the identifiable assets and liabilities of the company
as at the Yidao Network Acquisition Date are as follows:

19.

REHE N7z s (8
(@) REE@&2EE )
RUBRERSER 2 BARSE

REERBKERE  ZRRNABIEER
BEZAFENT

Fair value
recognised on
acquisition
A U B B
BANATEE
HK$'000
FHAT

Net assets of Yidao Network RERKCEETFE
Current assets mBEE 77,015
Non-current assets, excluding goodwiill ERBEE (TEERS) -
Current liabilities mEBAE (18,528)
Non-current liabilities ERBEE -
Net assets of Yidao Network EERREETE 58,487
Proportion of equity interest in Yidao Network P REE R 2 BRRELL A 35%
Proportion share of net assets of Yidao Network JEAR BB A EFELLD 20,470
Goodwill on acquisition of Yidao Network RUBZEPRE 2 mE 35,250
Cash contributed to Yidao Network MEBEAERLE 55,720

Pursuant to the HKAS 28, the management of the Company
completed its purchase price allocation relating to the acquisition of
the company during the year. The Group has appointed IVL to
perform a professional valuation of the fair value of the net assets of
the company for the purchase price allocation at the Yidao Network

Acquisition Date.

 —TEEERE « BEERAERAT

RIBEBGTERFE 285 ARRABTEER
FRATKEBUREZARZBEBILR - A%
ECREVLUARREERGUBRRRER
DEZZAREEFEATEETEXRME -
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(a)

Interests in Yidao Network (continued)

Purchase price allocation upon acquisition of Yidao Network
(continued)

The fair value of the identifiable assets and liabilities has been
determined on the basis of discounted cash flows calculation which
was based on certain key assumptions. The management assumed
that the company will continue to provide internet advertising
contracts with its major customers according to the cash flow
projection prepared by the management. The calculation uses cash
flow projection based on financial budgets prepared by management
covering a 5-year period by applying growth rate of 3%, and a pre-
tax discount rate of 23.3%. The cash flow projection during the
budget period are mainly based on the expected servicing income
during the budget period. Expected cash inflows/outflows have been
determined based on historical data of past performance and the
management’s expectations for the market development.

Goodwill which amounted to approximately HK$35,250,000 is
measured as the excess of the capital contribution of HK$55,720,000
transferred over the fair value of proportion share of identifiable net
assets acquired of HK$20,470,000, and the amount forms part of
carrying amount of the Group's interest in Yidao Network. The
goodwill arising from the Group’s investment in Yidao Network is
mainly for the Group’s expansion plans in the internet advertising
agency services in the PRC.

Other than those already recognised as assets and liabilities by the
company prior to the acquisition date, the management considers
that no other identifiable intangible assets, assets or liabilities were
identified during the purchase price allocation process.

All these assumptions and estimations are based on the best
information available to the management of the Company.

MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

19. REEE QT 2 (#)

(a)

REBER R 2 EE ()

RUKIBEER#EIGZIEEED B ()

ARANEERBBEZATFEERMERARERE
AHEEREE  NERETIEBRRAEE-E
BERR  ZRRBEERBEEREMREZ
RengRAREE2EPREEHEARSE
B ZEtHERREEEMFERER3I% LR
KRBRBIATRIR R 23.3% MBS FH 2 M5 TE
EREEZRGRETE - HHEMAZRER
EFATBRAEMANZ ARG EARE
%o FEHREMA/ MHERBERRZES
BENEREET SRR APETE -

A 84935,250,000/8 T2 BE IR E EE
& 55,720,00078 TR FEAE AT U BE AT 8 B B =
SEAE L 2 X F{E 20,470,000 TEHE 0 M
ZEeEBAAEEREERE 2 EZNERE
H—Eo  REAEERENRBERG 2 HE
FEANEENPEEBERSRIRRSE 2 B
FeatEl o

BRENKERMACHRREERAES
Sy BEERR  NEEED BRI ER
RIEMAIEA B AE  BEEXAE -

BZEBRRRAF HRARFERET SR
EERREE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

19. INTERESTS IN ASSOCIATES (continued)

(a)

Interests in Yidao Network (continued)
Impairment assessment of Yidao Network as at 30 June 2020

As at 30 June 2020, the directors of the Company conducted an
impairment assessment of the Group’s interest in the company with
reference to a professional valuation based on value-in-use basis using
discounted cash flow approach performed by IVL by comparing the
carrying amount and the recoverable amount of the company which
was based on certain key assumptions. The management assumed
that the company will continue to provide internet advertising services
contracts with its major customers according to the cash flow
projection prepared by the management. The calculation uses cash
flow projection based on financial budgets prepared by management
covering a 5-year period by applying growth rate from of 3%, and a
pre-tax discount rate of 22.1%. The cash flow projection during the
budget period are also based on the expected servicing income during
the budget period. Expected cash inflows/outflows have been
determined based on historical date of past performance and the
management’s expectations for the market development.

Under the certain circumstances of limited supporting information
and documents on certain balances of which the sets of management
accounts and also the information relating to the business and
operation of the company are insufficient, however, the directors of
the Company are still confident and expect that the company will
contribute net cash inflows to the Company in the near future.

Based on the valuation, the carrying amount of the Yidao Network
was higher than its recoverable amount and thus, an impairment loss
of HK$23,856,000 was recognised for the year.

All these assumptions and estimations are based on the best
information available to the management of the Company.

19. REEE QT 2 (|)

(a)

—TEFEHRE - BERKRARAR

REBER G2 EE ()
REZBZZFFENAS+HZEERERETE

RZZE_ZEXA=1TH FARAEHFZ2ZE
IVLIRERE T X2 REY A AKREE R KRE
SRELER  TIREMEEERERMBURRS
MEBFET 2 BEMEHREENR A 2 Ea
EITRERNE - ERERR  REEREMRR
HUNREREBIAR - RAKEENEIERS
RHEBERSREAH - ZAEERREE
BEMREEMIZERE3% REHATEEE
22.1% 2 RESFHHBREEHZHEERE
FER o it - FTREHBAZ R R E TR THIRTE
HHAZAHRBBAREE - HHRES R
A RHBRBERR ELBERLEREEY
MISEER 2 AHEE -

E—RIERRE A THEBRZEREN M
BERMEBARZEGREEZARTT RS
ETERT - A ARBEZNAEELALTE
HIRREISE AR R RS RIRERAFE -

AEPRGEE FERBKZEEERRETERE
o FULF AR ER 18 23,856,00058 7T °

FARSBRRIEH DRAANER BTSSR
EENBEE .
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19. INTERESTS IN ASSOCIATES (continued)
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(b)

Interests in Baitui Network
Acquisition of Baitui Network during the year

Pursuant to the capital increase and subscription agreement (the
“Baitui Subscription Agreement”) between & £ RS EHTBR A
7] (Shanghai Wanxing Network Technology Limited, “Shanghai
Wanxing”), an indirect wholly-owned subsidiary of the Company, and
Ms. Song Xiu Fen, Zhang Yong Liang and 35 | E/RARERER
fR A 7], the independent third parties and the shareholders of Baitui
Network at that moment on 15 March 2020, Shanghai Wanxing
agreed to contribute of RMB7,000,000 (equivalent to approximately
HK$7,604,000) in cash to the company. Upon the completion of the
capital contribution on 21 May 2020 (the “Baitui Network Acquisition
Date”), Ms. Song Xiu Fen, Zhang Yong Liang, #3882 b &R SR RS #E 1%
& B AR and Shanghai Wanxing own 20.88%, 17.09%, 36.49%
and 25.54% equity interests in Baitui Network, respectively.

Baitui Network was a company incorporated in the PRC with limited
liability which is mainly engaged in the provision of server hosting
services. The principal business activities of the company are network
technology invention, ecommerce operation, trading, and import and
export of goods and technologies.

In the opinion of the directors, the acquisition of the company enables
the Company to develop its provision of server hosting services
business.

Pursuant to the Baitui Subscription Agreement, the Group has the
right to participate the policy-making process of the company. The
Group has accounted for its investment in the company as an
associate as management assessed that there is significant influence
as the Group has the power to participate in the financial and
operating policy decisions of the company based on the Baitui
Subscription Agreement in accordance with HKAS 28.
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19. INTERESTS IN ASSOCIATES (continued) 19. REEE R R 2= ()
(b) Interests in Baitui Network (continued) (b) REERE2ERE
Purchase price allocation upon acquisition of Baitui Network RIKB TR S ZEEE DA
The fair value of the identifiable assets and liabilities of the company REERRIWERE - Z AT EBIEER
as at the Baitui Network Acquisition Date are as follows: ABEZAFENT :

Fair value

recognised on

acquisition
LS B
RRNATE
HK$'000
THET

Net assets of Baitui Network BEAKRZEERE

Current assets MEVEE 46,372
Non-current assets, excluding goodwill FREBEECTREERER) 13,365
Current liabilities mENBE (30,519)
Non-current liabilities JERBEE -
Net assets of Baitui Network AHRPREETE 29,218
Proportion of equity interest in Baitui Network B A 2 BRRELL 25.54%
Proportion share of net assets of Baitui Network JEIE BT B EFELLD 7,463
Goodwill on acquisition of Baitui Network R B HERER R 141
Cash contributed to Baitui Network MEEERRSLEE 7,604
Pursuant to HKAS 28, the management of the Company completed BEBEEGERNE 28 RARERER
its purchase price allocation relating to the acquisition of the company FRTHREBUEZ AT ZEEEBIE - A%
during the year. The Group has appointed IVL to perform a EEZEIVIARAR A HEAEWERRESE
professional valuation of the fair value of the net assets of the DEEZZATEEFERATEEITEEME -

company for the purchase price allocation at the Baitui Network
Acquisition Date.
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19. INTERESTS IN ASSOCIATES (continued)
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(b)

Interests in Baitui Network (continued)

Purchase price allocation upon acquisition of Baitui Network
(continued)

The fair value of the identifiable assets and liabilities has been
determined on the basis of discounted cash flows calculation which
was based on certain key assumptions. The management assumed
that the company will continue to provide server hosting services with
its major customers according to the cash flow projection prepared by
the management. The calculation uses cash flow projection based on
financial budgets prepared by management covering a 5-year period
by applying growth rate of 3%, and a pre-tax discount rate of 20.6%.
The cash flow projection during the budget period are mainly based
on the expected servicing income during the budget period. Expected
cash inflows/outflows have been determined based on historical data
of past performance and the management’s expectations for the
market development.

Goodwill which amounted to approximately HK$141,000 is measured
as the excess of capital contribution of HK$7,604,000 transferred
over the fair value of proportion share of identifiable net assets
acquired of approximately HK$7,463,000, and the amount forms part
of carrying amount of the Group'’s interest in Baitui Network. The
goodwill arising from the Group’s investment in the company is
mainly for the Group’s expansion plans in the provision of server
hosting services in the PRC.

Other than those already recognised as assets and liabilities by the
company prior to the acquisition date, the management considers
that no other identifiable intangible assets, assets or liabilities were
identified during the purchase price allocation process.

All these assumptions and estimations are based on the best
information available to the management and the Company.

MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020

19. REEE QT 2 (#)

(b)

REEARZ 2 ES ()

RUKBE B2 BEED B (F)

ARANEERBBEZATFEERMRRERE
AHEAEET DRETIERJAREE-F
BERR ZARBEERBEEEEMRER L
HenefRlmETE2rrREMAREFFR
%o LA EERREEEMREERA3%ER
K RBRBIATRRIR % 20.6% W& 5 FH 2 M58
EREEZRERETE - HEHMAZRER
BEATZRAEMANZ AR EARE
£ BHRBRA MHERBERRZES
BEREREHTISERZEMET

REH14,00B T 2EmENREERELE
7,604,000 78 7T 60 & {5 F7 e B 7T 35 B & R E
B2 N {E47 7,463,000 8 LA E - Mixd
BHEKAEENBHEBE EROROEN—
D BEARERENRARZEBEEZAR
EERFERERRSTFREZEFTETE -

BRREARNKERMACRRBREERAES
S ERERS  REEE/IKBESILER
IR R BAIRIEE - EEXARE -

FEZERARIEH NREEBRAATE
BEANARE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MY EE

For the year ended 30 June 2020 BZE T _ZFA=THILFE

19. INTERESTS IN ASSOCIATES (continued)

(b)

Interests in Baitui Network (continued)

Impairment assessment of Baitui Network as at 30 June 2020

As at 30 June 2020, the directors of the Company conducted an
impairment assessment of the Group’s interest in the company with
reference to a professional valuation based on value-in-use basis using
discounted cash flow approach performed by IVL by comparing the
carrying amount and the recoverable amount of the company which
was based on certain key assumptions. The management assumed
that the company will continue to provide server hosting services
contracts with its major customers according to the cash flow
projection prepared by the management. The calculation uses cash
flow projection based on financial budgets prepared by management
covering a 5-year period by applying growth rate of 3%, and a pre-
tax discount rate of 21.0%. The cash flow projection during the
budget period are also based on the expected servicing income during
the budget period. Expected cash inflows/outflows have been
determined based on historical data of past performance and the
management’s expectations for the market development.

Based on the valuation, the recoverable amount of the company was
higher than its carrying amount and thus, no impairment has been
recognised for the year.

All these assumptions and estimations are based on the best
information available to the management of the Company.

19. REEE QT 2 (|)

(b)
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RZZE_ZEXA=1TH FARAEHFZ2ZE
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REARSBTFRBAL - Kt EEBREE
2B AR LI I R 3% KRB ATRE B X
21.0% 2 BESFHRHMBREEHZRSRE
FER o gbHh - BEHIAZ RS REERTIRE
HHAZRHARBBAREE - HHRESR
A REBRBAERRZESLBBLEREY
MISEER 2 AHEE -

ENSE - RRZAKRESESNEREE
B b R R SRR E -

BZEBRRRAF HRARFERET SR
EERREE -

149



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEMBHRE BT\T%I

For the year ended 30 June 2020 #HZ—

19.

150

—EERNAZTHLEFE

INTERESTS IN ASSOCIATES (continued)
Summarised financial information of the Associates

The financial year end date of the Associates is 31 December.
These were the financial reporting date established when
these companies were incorporated, and a change of
reporting date is not permitted in the PRC. For the purpose
of applying the equity method of accounting, the
management of the Associates prepared a set of financial
statements based on a realignment of its financial
statements from Yidao Network Acquisition Date to 30 June
2020 and Baitui Network Acquisition Date to 30 June 2020,
respectively. The directors of the Company consider that
there are certain circumstances of limited supporting
information and documents on certain balances of which
the sets of management accounts were used of Yidao
Network.

The Associates are accounted for using the equity method in
these consolidated financial statements.

Summarised financial information in respect of the
Associates is set out below which are prepared in accordance
with HKFRSs.

19.

REE D E) 2 s (E)
ZEBENT 2P BERBRE

ZEBERRZCHBFEEST A
=t—H  WFBEMZFRREMKL
RPra] P2 mE R MBEHREH

HIE P BT F © BB RS G RTAM
T OAEMERRZEBEREBEED IR

FEEGKERRE T _TF A=t
BUARAHEREBERE T -_TFX
A=1TBZWBRRFBRE — R85
BR - ARPEERRFEFERK X

SIEERBMERZE ?ﬁ%%ﬁz BRER
RXHARZETER
S E RBIRR SR e M RR AR

BRAZHBEMBEF SN
EEM B RELANER -

F
A 1

Yidao Network EEE
As at
30 June
2020
J‘J-A— = —= qi
~HA=1+H
HK$'000
FET
Current assets RENEE 53,852
Non-current assets EmBEE 38,146
Current liabilities mEaE 31,011
Non-current liabilities JEREAE -
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19. INTERESTS IN ASSOCIATES (continued) 19. REEE QT 2 (|)
Yidao Network (continued) EEEE (E)

Yidao
Network
Acquisition
Date to

30 June
2020

BB
RBABME
—g-%r
AA=+A

HK$'000

Fit

Revenue WA 40,382

Profit for the period B E A kB 1B 3,494

Other comprehensive expense for the period HRNEMEMEmEY (994)

Total comprehensive income for the period RN HEEE 2,500

Dividend received from the associate for the period HB A HEREE 4 1~ B % 2 -
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For the year ended 30 June 2020 HZE_Z_ZTFA=1+HILFE
19. INTERESTS IN ASSOCIATES (continued) 19. REEE QT 2 (#)
Yidao Network (continued) EE (E)
Reconciliation of the above summarised financial information LG A ERRERAZ AEBRZEE
to the carrying amount of the Group's interest in Yidao PRz EZENMEZCYBENBE 28
Network recognised in the consolidated financial statements: BE :
As at
30 June
2020
EA— = —= qi
~HA=1+H
HK$'000
FET
Net asset of Yidao Network EBERSEEFE 60,987
Proportion of the Group’s ownership REBRZERE B EERILD
interest in Yidao Network 35%
The Group's share of net assets of Yidao Network ZA&EEfE(G:2ERE 2 EEFE 21,345
Goodwiill S 35,250
Impairment loss recognised for the period HAA #ERR 2 BB 18 (23,856)
Exchange differences MEH ZR (577)
Carrying amount of the Group’s interest AEEREER SRR 2 RAE
in Yidao Network 32,162
Baitui Network B
As at
30 June
2020
P
—ECEHF
NE= ‘|’ H
HK$'000
FExT
Current assets MBEE 54,783
Non-current assets IEREEE 13,309
Current liabilities mBAE 39,725
Non-current liabilities EE =K =
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19. INTERESTS IN ASSOCIATES (continued) 19. REEE QT 2 (|)
Baitui Network (continued) BHE (E)

Baitui
Network
Acquisition
Date to

30 June
2020

b
RBABE
—g-%r
AA=+A

HK$'000

Fit

Revenue WA 2,861

Loss for the period HNEE (1,120)

Other comprehensive income for the period EA AL 4 2 E Y3 268

Total comprehensive expense for the period BN A% (852)

Dividend received from the associate for the period HB A HEREE 4 1~ B % 2 -

During the year, an independent third party filed a claim of RER - BYE= A BHEREERERH
RMB1,621,000 (equivalent to HK$1,777,000) to The EAEETRTERARKR (DA HEIE
People’s Court of Shanghai Jiading Region (the “Court”) WEIRE P RARKE,621,000T (HE R
against Baitui Network in connection with the breach of a 1,777,000 7T) e R=ZEZZFNA - &k
loan agreement by Baitui Network. In June 2020, the Court HEZBULE =B - BORBT R A& B A
issued a judgement in favour of that independent third party ®ZRITHEBRAREE,621,000T (HE R
and thus, Baitui Network’s bank balance of RMB1,621,000 1,777,000/87T) - ARREEERAE BR
(equivalent to HK$1,777,000) was frozen by the court. The WEHFANRRQBNEGE T IERREREKXN
management of the Company consider that the claim does MBTE -

not have significant financial impact on the consolidated
financial statements of the Company for the year.
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19. INTERESTS IN ASSOCIATES (continued)

Baitui Network (continued)

Reconciliation of the above summarised financial information
to the carrying amount of the Group's interest in Baitui
Network recognised in the consolidated financial statements:

19. REEE QT 2 (#)
B4 ()
T AGE PR RERCAEEN B

Mz ERFREECVBENNE Y
BE :

As at
30 June
2020
R-E-EHF
NA=1+H
HK$'000
FTHERT
Net assets of Baitui Network BHRKEETFE 28,367
Proportion of the Group's ownership REBRBHRAS 2 A EEZ LA
interest in Baitui Network 25.54%
The Group's share of net assets of Baitui Network 7 B 5 B #4442 BB % E 7,245
Goodwill RS 141
Exchange difference i+ =5 2
Carrying amount of the Group's interest AEBRBHEREER 2 REE
in Baitui Network 7,388
20. GOODWILL 20. %;g
2020 2019
—EEF —ET-NF
HK$’000 HK$'000
THET FATT
At cost and carrying amount BRARREE
At 1 July mtA—AH 2,578 2,678
Impairment loss recognised FADHERRMERGE
for the year (149) -
Exchange differences EH =58 (93) (100)
At 30 June RANA=+H 2,336 2,578
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

20. GOODWILL (continued)

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGUs"”) that are
expected to benefit from that business combination. The
carrying amount of goodwill (other than goodwill relating to
discontinued operation) had been allocated as follows:

Internet advertising agency services:

20. HE#)

EGOHMESZAERNKBERENEE

B HA

SRANREHEH CREELEN

((ReELHEM]) BHE(AHAERLE

BEBZEERY

B RS IR RS

— FAYNBITIRE AR A A — RY BB AR QA
(Shenzhen Ai Wan Yue Technology (T2Imil)
Company Limited (“Ai Wan Yue")) (R FffEE (@)

Mz EEEEE SR

2020 2019

—g-8F —TAF

HK$'000
FET

HK$'000
TATT

(note (a) below) = 154
— Dongrun Hudong (note (b) below) — REEE (XM (b) 2,336 2,424
2,336 2,578
Notes: Biat
(a) Goodwill arising from acquisition of Ai Wan Yue (@) REKREENHZEHE
Ai Wan Yue is principally engaged in promotion of mobile game B FENEHETFERE - zWESER
services. The acquisition was made during the year ended 30 June BE_Z—+tFAZTHLFERET §
2017 with the aims to further develop and expand the business scope TE—FRENERAEBERESE  WEE
of the Group, and take into account the potentials of the BRFHEEXZEH - RAKWBEEN 2R
development of mobile gaming industry. The goodwill arising on the EENEEFEIEERET ) RTEEA A
acquisition of Ai Wan Yue is attributable to the anticipated T R A 17 (R R E o
profitability of promotion of mobile game and the anticipated future
operating synergies from combination.
(b)  Goodwill arising from acquisition of Dongrun Hudong (b) FEWERHEEH HE

Dongrun Hudong is principally engaged in provision of internet
advertising agency services. The acquisition was made during the year
ended 30 June 2018 with the aims to further develop and expand the
business scope of the Group, and take into account the potentials of
the development of internet advertising agency business. The
goodwill arising on the acquisition of Dongrun Hudong is attributable
to the anticipated profitability of internet advertising agency services
and the anticipated future operating synergies from combination.

—TEFEHRE - BERKRARAR

REBESHEENFRHEBEESKERS -
ZMBEERNHE—T - \FRA=ZTHLF
ENET  EEE - TRRIERAEE XS
HE TERERROIBPARSKEEE &
e RERBREED ZBERBNEBARE
ERILIRG 2 R EE N RIAH A R
R 175 R A E
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20.

156

—TERA=ZTHIEFE

GOODWILL (continued)
Impairment assessments as at 30 June 2020

As at 30 June 2020, the directors of the Company conducted
impairment assessments of the goodwill, property, plant and
equipment and right-of-use assets containing in the cash-
generating units of Ai Wan Yue CGU and Dongrun Hudong
CGU with reference to a professional valuation based on the
basis of value-in-use using discount cash flow method
performed by IVL by comparing the carrying amounts and
the recoverable amounts of the CGUs which are based on
certain key assumptions.

The key assumptions for the discounted cash flow method
are those regarding the discount rates, growth rates and
budgeted gross margin and turnover during the period. The
Group estimates discount rates using pre-tax rates that
reflect current market assessments of the time value of
money and the risks specific to the Ai Wan Yue CGU and
Dongrun Hudong CGU. The growth rates are based on long-
term average economic growth rate of the geographical
area in which the businesses of the Ai Wan Yue CGU and
Dongrun Hudong CGU operate. Budgeted gross margins
and turnover are based on past practices and expectations
on market development.

The Group prepares cash flow forecasts derived from the
most recent financial budgets of the Ai Wan Yue CGU and
Dongrun Hudong CGU approved by the directors for the
next five years with the residual period using the growth
rates of 0% and 3%, respectively. These rates do not exceed
the average long-term growth rates for the relevant markets.

The rates used to discount the forecast cash flows from the
Group's internet advertising agency services business relating
to the Ai Wan Yue CGU and Dongrun Hudong CGU are
22.0% and 19.4%, respectively.

Based on the impairment assessment, as at 30 June 2020,
the carrying amount of the Ai Wan Yue CGU exceeds its
recoverable amount and accordingly, impairment losses of
HK$149,000 and HK$5,000 were recognised and allocated
to goodwill and property, plant and equipment in relation to
Ai Wan Yue CGU, respectively which were charged to profit
or loss for the year.

However, based on the impairment assessment, as at 30 June
2020, the recoverable amount of the Dongrun Hudong CGU
exceeds its carrying amount and accordingly, no impairment
losses has been recognised for the year.
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20. GOODWILL (continued)

Impairment assessments as at 30 June 2019

The recoverable amounts of the Ai Wan Yue CGU and
Dongrun Hudong CGU have been determined on the basis
of their value-in-use using discounted cash flow method.
The key assumptions for the discounted cash flow method
are those regarding the discount rates, growth rates and
budgeted gross margin and turnover during the period. The
Group estimates discount rates using pre-tax rates that
reflect current market assessments of the time value of
money and the risks specific to the CGUs. The growth rates
are based on long-term average economic growth rate of
the geographical area in which the businesses of the CGUs
operate. Budgeted gross margin and turnover are based on
past practices and expectations on market development.

The Group prepares cash flow forecasts derived from the
most recent financial budgets approved by the directors for
the next five years with the residual period using the growth
rate of 3% for both Ai Wan Yue CGU and Dongrun Hudong
CGU. This rate does not exceed the average long-term
growth rate for the relevant markets.

The rate used to discount the forecast cash flows from the
Group's internet advertising agency services business is 20%
for both Ai Wan Yue CGU and Dongrun Hudong CGU.

For the year ended 30 June 2019, the recoverable amounts
of the Ai Wan Yue's CGU and Dongrun Hudong's CGU
exceed their carrying amounts. Accordingly, no impairment
loss on goodwill of Ai Wan Yue's CGU and Dongrun
Hudong’s CGU had been recognised in profit or loss during
the year ended 30 June 2019.

20 %E (IIE.

R-ZZB—-HAFEXA=+HZREFL
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21. INVESTMENTS IN SUBSIDIARIES 21. RMIBARZRE
Particulars of the Company’s principal subsidiaries as at 30 RZEZTER_F-NFA=+H"
June 2020 and 2019 are as follows: KA X EMBATIMFBAT :

Place of
incorporation/  Form of Proportion of ownership
registration and  business Particular of issued interest/voting rights/
Name operation structure share capital profit sharing Principal activities

Rl BRERRRTE/
E4 Lefend  FEEEKS  ERORSES JE {5 R TEER
(note below) 2020 2019
(ks ZEZZF —TNEF

Directly held by the Company

HARABERE

United Mutual Holdings Republic of Limited liability ~ US$100 100% 100%  Investment holding
Limited ("United Mutual”) Seychelles company (Ordinary share capital)

United Mutual Holdings ETRLNE  FRAF 1007 (FRRA) 100% 100% REER
Limited ([ United Mutual])

Indirectly held by the Company

BARGIEERE

Right Fortress Limited Hong Kong Limited liability ~ HK$1 100% 100%  Administrative for the

company (Ordinary share capital) group

ERBRAT &k ARRA BT (ERRE) 100% 100% SETHER

Million Stars (HK) Investments Hong Kong Limited liability ~ HK$1 100% 100%  Investment holding
Limited company (Ordinary share capital)

ENE(FR)RERRAR B ARRA BT (ERRA) 100% 100% REZER

Million Stars Internet Media ~ Hong Kong Limited liability ~ HK$1 100% 100%  Internet advertising
Limited company (Ordinary share capital) agency services

EEBRERARAR R BRAT BT (ERRE) 100% 100% ERBESKERE

Jade King Investment Limited  Hong Kong Limited liability ~ HK$1 100% 100%  Investment holding

company (Ordinary share capital)

ERREERAA &k ARRA BT (ERRE) 100% 100% ®EER

RYTEBEEREER PR Limited liability ~ HK$20,000,000 100% 100%  Internet advertising
/A7) (Shenzhen Longyou company (Registered capital) agency services
Shiji Technology Limited)

AR LR T ARDA 20,000,000 7 100% 100% EBR@ESHERS
BRAT] (AMER)

RYEEEENRERART  PRC Limited liabiity ~ RMB5,000,000 100% 100%  Investment holding
(Shenzhen Shengshi company (Registered capital)
Penglong Technology
Limited)

AEtEENEERAE BRAF AE5,000,0007 100% 100% HEAER

(EMER)
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21. INVESTMENTS IN SUBSIDIARIES (continued) 21. RB AR 2RE (&)
Place of
incorporation/  Form of Proportion of ownership
registration and  business Particular of issued interest/voting rights/
Name operation structure share capital profit sharing Principal activities
MR/
R RERELS RER/

£ RemEnd  EBEEFL  SRORSEE ysillig] TEEH

(note below) 2020 2019

(T HE) "o “TNF

MIMEELREHEER  PRC Limited liability ~ RMB10,000,000 100% 100%  Mobile payment support
/A 7] (Shenzhen Xiangjiao company (Registered capital) services
Huyu Technology Limited)

AIMERERHBAR ARADA AR 10,000,0007C 100% 100%  BERAXARS
1A (EMER)

Ai Wan Yue PRC Limited liability RMB10,000,000 100% 100%  Internet advertising

company (Registered capital) agency services

Ehf BE ARAF AR 10,000,000 100% 100% ERBESKERE

(EMER)

Dongrun Hudong PRC Limited liability ~ RMB35,000,000 100% 100%  Investment holding

company (Registered capital)

REEY G ARDE AF% 35,000,000 7T 100% 100% RERR

(EMER)

HRESAENEERAF  PRC Limited fiability ~ RMB10,000,000 100% 100%  Internet advertising
(Nanjing Shengqu Internet company (Registered capital) agency services
Technology Limited)

HRESPENRARAR  hE ARADA AR 10,000,0007C 100% 100% EER@ESKERS

(FMER)

FEEERERIFERLNA  PRC Limited liability ~ HK$60,000,000 100% 100%  Internet advertising
(Shanghai Wanxing Network company (Registered capital) agency services
Technology Limited)

LEEEBENBERAR & BRAR 60,000,000 %70 100% 100% EBBESKERE

(AMER)
RMBIREERBRAT  PRC Limited liability ~ US$50,000,000 100% 100%  Inactive
(Taizhou Shihua Investment company (Registered capital)
Management Limited)
FMBCREERERAR HE ARAA 50,000,000% T 100% 100% EEEH
(EMER)

ERRIBAGERRAR PR Limited liability ~ RMB1,000,000 100% 100%  Internet advertising
/A 7] (Horgos Sifan company (Registered capital) agency services
Information Technology)

ERRHENEEHR e ARDA AR%1,000,0007C 100% 100% EB@ESKERS
ARRA (EMER)
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21. INVESTMENTS IN SUBSIDIARIES (continued) 21. B AR Z2RE (&)
Place of
incorporation/  Form of Proportion of ownership
registration and  business Particular of issued interest/voting rights/
Name operation structure share capital profit sharing Principal activities
MR/
R RERELS RER/
8 Remend  SHEBKL  CERORARSK FEAE R L B TEEK
(note below) 2020 2019
(FXhi) =¥=%F T NF
ERRNBERAEERE  PRC Limited liability ~ RMB1,000,000 100% 100%  Mobile payment
B B2 (Horgos Xiangjiao company (Registered capital) support services

Chaoren Information
Technology Co., Ltd.)

ERRGBRBAGERR +H ARAAE AR%1,000,0007 100% 100% BEXARERE
ARRA (MER)

ERRORESEHABER  PRC Limited liability ~ RMB30,000,000 100% 100%  Internet advertising
/A7) (Horgos Dongrun company (Registered capital) agency services
Network Technology
Co., Ltd.)

ERRERERENR PE BRAF AF%30,000,0007T 100% 100% EBR@REHERS
BRAF (EMER)

TEREPBBEERRA  PRC Limited liability ~ RMB50,000,000 100% 100%  Inactive
(Shanghai Pinliang Network company (Registered capital)

Technology Limited)
HEREBRMRARAR  HE ARAAE AR 50,000,0007C 100% 100% EEER
(&)

Million Stars US Inc. USA Limited liability ~ US$1 100% 100%  Inactive

company (Ordinary share capital)

Million Stars US Inc. %6 ARAT 1T (ERRA) 100% 100% EEXH

Note: The English translation of the name is for identification purpose for M PR T ABHESGEE MR -

PRC company only.

The above list contains the particulars of subsidiaries which FREGEAEBES  BEFABES
principally affected the results, assets or liabilities of the KL B A TR S o
Group.
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22. TRADE RECEIVABLES

22, EZEWRIE

2020 2019

—g-8F —z-nF

HK$'000 HK$'000

F&T TFETT

Trade receivables 2 5 WA 48,577 141,481
Less: Allowances S B (10,508) (27,973)
38,069 113,508

The Group’s trading terms with customers are mainly on
credit. The Group generally allows an average credit period
from 0 to 60 days for its internet advertising agency services
business customers and 30 days for its mobile payment
technical support services business customers. The Group
does not hold any collateral over these balances. Before
accepting any new customer, the management assesses the
potential customer’s credit quality and defines credit limits
by customer.

The ageing analysis of trade receivables, based on dates on
which revenue was recognised, and net of allowance, is as

AEBEEFPZEGHEFUAEERE - K
SE—RETHEBRERESREREES
EFNF0E60 RN FHEEMMGETH
BB AR FH RS EBEF30KH
FHEEH AEBEYERZFERTH
Hcﬁ?fﬁ#ﬁuu c MEMIEMMELZA - &
BEEgNLEEEPZEREER i[}z:z%
}EE?EEE%,EF

R ATER B M E 5 B UCGKIR (F15R 5
) 2RI

follows:
2020 2019
—E-FF —N&F
HK$'000 HK$'000
FHET FET
Within 30 days 30 RN 17,197 14,131
31 to 60 days 31£60K 691 7,974
61 to 90 days 61290K 4,979 5,166
91 to 180 days 91 £ 180K 15,004 12,831
181 to 365 days 181 £ 365K 198 14,648
Over 365 days B 365K - 58,758
38,069 113,508

As at 30 June 2020, an allowance was made for estimated
irrecoverable trade receivables of approximately

HK$10,508,000 (2019: HK$27,973,000).

Details of impairment assessment of trade receivables are set

out in note 33(b).

MR-ZZBE-FEXA=1+H  SEATATR
[O] /9 E 5 FE U SR TE 1E H B4 4549 10,508,000
BT (ZZ— % 27,973,000/87T) °

B 5 MW IR 2 R B AT 1 7 1B ER B aE

33(b) °
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22. TRADE RECEIVABLES (continued) 22, E5EWRIE(E)

The carrying amounts of the Group’s trade receivables (net
of allowances) are denominated in the following currencies:

REE 2B 5 RUIR (IR &) Rk m
BTIA TSI EHEEHE

2020 2019

—ECEH —E-NF

HK$'000 HK$'000

FET TFETT

us$ ETT 18,109 16,025

RMB AR 19,960 97,483

38,069 113,508

23. DEPOSITS, PREPAYMENTS AND OTHER 23. &%  ANFTEEREMERTE

RECEIVABLES

2020 2019

—ECEHF —E-NEF

HK$'000 HK$'000

THET FET

Deposits BE 1,966 4,605

Prepayments B FRIE (a) 78,833 96,354

Loans receivable ERE R (b) 6,004 49,684

Consideration receivable EWARE (©) - 5,000

Others Hi 2,776 6,328

89,579 161,971

Less: Allowances L B (5,208) (16,506)

84,371 145,465

162  MILLION STARS HOLDINGS LIMITED « ANNUAL REPORT 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MY EE

For the year ended 30 June 2020 HE—ZT_TFA=+HILFE

23. DEPOSITS, PREPAYMENTS AND OTHER 23. & - FAFRIE R H b EUFRIE ()
RECEIVABLES (continued)
Notes: Hiat
(a) Prepayments (a) FETRIE
As at 30 June 2020, included in prepayments amounts of RZZEZTFA=-+H EREBEAESER
approximately HK$78,249,000 (2019: HK$91,271,000) have been 1B RSB AR IS A AR ST N ET ATERF B £ B8 L
paid for the cost of services related to internet advertising agency 78,249,000 7L (==& — L4 : 91,271,000 7%
services. I
The directors of the Company consider that, in accordance with the RRBDEERR - REEMERII L RBES
service contracts entered into with the suppliers, the Company is 4 KRR BEREHERESZBENRER
entitled to request a return of unused deposit upon or after expiry of REAZIRE -
the contracts.
(b)  Loans receivable by FEWEX
As at 30 June 2020, included in loans receivables an amount of MRIE-ZBENA=1H st AEWREZTHY
approximately HK$3,387,000 is unsecured, bearing interest at 4.35% 3 387,000 L BEEE « IRFFEA35% 5
per annum and repayable within one year, and an amount of MEBER—FRNEE: B#2,517,0008 5
approximately HK$2,517,000 is unsecured, interest-free and ﬁ%ﬁﬁ B NAR—FRNEE -
repayable within one year.
As at 30 June 2019, included in loans receivable an amount of R-ZE—NENA=18 st AEREZTHY
approximately HK$225,000 was secured by a motor vehicle of the 225,000 7L AE R R EERER S -
borrower bearing interest at 5% per annum and repayable within one WAFFES5% A BERAR—FREE B4
year, and an amount of approximately HK$552,000 is unsecured, 552,000/ L AR - B8 RAR—FRE
interest-free and repayable within one year; and the remaining i BATEAY 48,907,000 8 T AEIKIR - WEF
balance of approximately HK$48,907,000 is unsecured, bearing FIENT4.43%E5% B RAR—FAERE -
interest at rates ranged from 4.43% to 5% per annum and repayable
within one year.
() Consideration receivable (0 UK E
The amount represented the outstanding receivable upon the disposal ZLEAN_E *jLEH:’I’i Odellafs 2 K EE
of Odella in the year 2019 which was settled during the year ended U EIE  ARHE_Z-_ZTFA=1+HIt
30 June 2020 (see note 36(a)). FEEN (RHEE36@)) °
Details of impairment assessment of deposits, prepayments and other B S - T E R E A el R IE 2 R E R e
receivables are set out in note 33(b). AT E33(b) °
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24. PLEDGED BANK DEPOSITS AND BANK AND
CASH BALANCES

24.

%?&ﬁﬁ&ﬁﬁﬁb{&ﬁﬁﬁ&ﬁﬁﬁ

2020 2019

g o223 —E-NF

HK$'000 HK$'000

FTHER FAT

Pledged bank deposits SIRARITER 5,857 3,905
Bank and cash balances RIT NI ® &k 49,895 19,564
55,752 23,469

Pledged bank deposits and bank and cash balances are
denominated in the following currencies:

EEMIRITEFFIALIRIT IR S AEERTI A
TIIEHEEHE -

2020 2019

—EEF —E-NEF

HK$'000 HK$'000

THT T TT

Canadian dollars mExT 1 124
Us$ ETT 15,191 5,860
HK$ BT 439 508
RMB AR 40,121 16,977
55,752 23,469

As at 30 June 2020, the bank and cash balances of the
Group denominated in RMB amounted to approximately
HK$40,110,000 (2019: HK$16,927,000) kept in banks
located in the PRC. Conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations.

Pledged bank deposits represent deposits pledged to a bank
to secure bank facilities granted to the Group. The pledged
bank deposits have been pledged to secure short-term bank
borrowings and therefore classified as current assets. The
pledged bank deposits carry fixed interest rate of 0.01%
(2019: 0.45%) per annum.

Bank balances earn interests at floating rate based on daily
bank deposit rates and is placed with creditworthy banks
with no recent history of default.
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25. TRADE PAYABLES 25. B ENRIE
2020 2019
g o223 —ZT-NF
HK$'000 HK$'000
FTHER FHET
Trade payables Z S IR 26,119 38,403
The ageing analysis of trade payables, based on invoice date, REZAMNE ZENRIE KRR ST
is as follows: I
2020 2019
HK$'000 HK$'000
FBT FHT
Within 30 days 30 RAN 8,876 9,001
31 to 60 days 31 260X 1,297 1,457
61 to 90 days 61Z290KX 393 1,326
Over 90 days A0 K 15,553 26,619
26,119 38,403
The carrying amounts of the Group’s trade payables are AEEZEFRENFIEBNEREENL TS
denominated in the following currencies: ¥EtE -
2020 2019
—EEH
HK$'000 HK$'000
FHET FHETT
usb ETT 863 -
RMB AR 25,256 38,403
26,119 38,403
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26. ACCRUALS AND OTHER PAYABLES 26. ETERARHEMENRIE
2020 2019
—g=®F —T nF
Notes HK$'000 HK$'000
B 5T FBT FHIT
Accruals R4 3,993 2,739
Amount due to a director E—HERB AR
of a subsidiary —HBEENIE (@) 1,575 -
Amount due to a former director EN—HERB AR
of a subsidiary —BRAIEERIR (@) 1,452 -
Consideration payable (Note 18) FERTARAE (FH3E18) (b) 6,577 -
Other payables H At &~ FRIE 6,175 3,612
19,772 6,351
Notes: MiEE -
(@)  The amounts due to a director of a subsidiary and a former director of (@ EN—MBHBARZz—ZEZR—HEHEBAR
a subsidiary are unsecured, interest-free and repayable on demand. Z—ARESEHEABEEET RENBREX
B -
(b)  The amount represented the outstanding payable for acquisition of (b) ZEeHEAFANKEETEREEZ AEERN
certain intangible assets during the year (see note (18)). B (RMEE08)) ©
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27. CONTRACT LIABILITIES

27. AR

2020 2019
—g-8F —TNF

HK$'000 HK$'000

Billings in advance of performance TEUE AV BRI
obligation on: =15
— Internet advertising agency — OEESRE
services AR %5

FET TATT

12,408 9,963

Contract liabilities represent service income received from
customers in connection with the Group’s internet
advertising agency services.

No right of refund is noted from the Group’s contract with
customers as at 30 June 2020 and 2019.

All contract liabilities are non-interest bearing.

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

The movements in contract liabilities during the year ended
30 June 2020 and 2019 are as follows:

BHaEEAAEEEBAESRIERE
B % P WEE RIE A -

R-EBE-ZEER-_FT—AFA=1H"
AEFHERFHE LI ERTHER -
FMEAHNEaEHARE -
REFAGHEEHBIEEZE L -

REBE-_Z_ZFR_T—NE~A=1+
BIEFEEZENEEEEHIMT -

2020
—g-®E —T-NF

HK$'000 HK$'000
FET TATT

Balance at 1 July 2019

of recognising revenue during the year

RZZE—NFLtA—B &R 9,963 8,192
Decrease in contract liabilities as a result  2E RNFEZRUL A FTEEHY
AHEERDFT ALY

was included in the contract liabilities AHaE

at the beginning of the period (8,117) (8,192)
Increase in contract liabilities as a result of [ & B4 48 & &5 X 18 iR 75 78 Uk

billing in advance of internet advertising ~ BR3X M & 2 &Y

agency services aHBEEM 10,782 9,963
Exchange difference bE 5 A= HE (220) -
Balance at 30 June 2020 RZEBE-ZTFNA=THzZ&EH 12,408 9,963

No billings in advance of performance received that is
expected to be recognised as income after more than one
year.

BB WA E QIR TR N R — F 1R
RN -
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28. AMOUNT DUE TO A SHAREHOLDER

29.

168

Amount due to a shareholder is unsecured, interest-free and
repayable on demand.

28. Eft—BRRFIE
JEST — R AR R FE TR - 2 B NAR

BRILE -

BORROWINGS 29. &

2020 2019
—ECEH

HK$'000 HK$'000
FET TFETT
Bank loans IRITERK (a) 28,292 8,122
Other borrowings HEE (b) 2,500 6,570
30,792 14,692

Notes: B

(a) Bank loans (a) SRITER

As at 30 June 2020, bank loans of HK$19,523,000 is secured by a
charge over the pledged bank deposits amounted to HK$5,857,000
(see note 24), bearing an interest at LIBOR plus 2.5% and repayable
within 1 year. Corporate guarantee by the Company is executed on
the bank loans. Further, bank loans of HK$8,769,000 are secured by
corporate guarantee by a financing guarantee company, bearing an
interest at 4.79% per annum and repayable within 1 year.

As at 30 June 2019, bank loans of HK$7,809,000 is secured by a
charge over the pledged bank deposits amounted to HK$3,905,000
(note 24), bearing an interest at LIBOR plus 3% and repayable within
1 year. Corporate guarantee by the Company is executed on the bank
loans. Further, bank loans of HK$313,000 are secured by personal
guarantee by a director of a subsidiary of the Company, bearing an
interest at 11.34% per annum and repayable on demand.
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29. BORROWINGS (continued) 29. BE (&)
Notes (continued): Mt (88) :
(b)  Other borrowings (by EHffEE
As at 30 June 2020, other borrowing due to a third party is RIZE_EFA=1tH BN—RF=HZ
unsecured, bearing an interest at 3% per annum and is repayable H Ft%;é_:,émﬁﬁ ERK3I% T8 MAR
within 1 year. —FRNEER
As at 30 June 2019, other borrowings due to third parties are R-TB—hERNA=1THE BNE=F2HM
unsecured, of which approximately HK$5,000,000 is bearing an BEE AEEM - HF 495,000,000 Ti% & F
interest at 3% per annum and repayable within 1 year, approximately E3%EHERER—FAEE - 41,400,000
HK$1,400,000 is interest-free and repayable within 1 year and BT AR B RAN—FNER KL 170,000
approximately HK$170,000 is interest-free and repayable on 31 TARERER-Z-_ZTF+-_A=+—HE
December 2020. B o
The carrying amounts of the above borrowings are repayable LPiEEETREY SHENT
as follows:
2020 2019
HK$'000 HK$'000
FET FATT
Within one year —F R 30,792 14,522
More than one year, but not HBA—F - BTHEAME
exceeding two years = 170
30,792 14,692
Less: Amount due within one year 3§ : WRENBEIE FIR 2
shown under current — Rz eRE
liabilities (30,792) (14,522)
Amount shown under RIERBAEIE MR 2858
non-current liabilities - 170
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SEMBHRE BT\T%I

For the year ended 30 June 2020 HEZZT=_ZTF X XA=THIFE
29. BORROWINGS (continued) 29. B8 (@)
The carrying amounts of the Group’s borrowings are AEBEEENRIEN TIEEE :

denominated in the following currencies:

170

uUs$ HK$ RMB Total
EY BT AR et
As at 30 June 2020 HK$’000 HK$’000 HK$'000 HK$'000
Bank loans RITER 19,523 - 8,769 28,292
Other borrowings HiEE = 2,500 — 2,500
19,523 2,500 8,769 30,792

us$ HK$ RMB

ETT BT AR

As at 30 June 2019 HK$'000 HK$'000 HK$'000

RZE—NEFA=+H FAETT T BT
Bank loans IRITER 7,809 - 313 8,122
Other borrowing Hipige - 6,400 170 6,570
7,809 6,400 483 14,692

WAA=TA - FHRENT :

The average interest rates at 30 June were as follows:

//

Bank loans RITER 2.80%-4.79% 5.60%-11.34%
Other borrowings Hinfg & 3.00% 3.00%
Bank loans of HK$19,523,000 (2019: HK$7,809,000) are £#019,523,000/8 (= — N4 : 7,809,000
arranged at floating rate, thus exposing the Group to cash ﬁéE)ZfﬁngﬂM@Eﬂﬂﬁ—ﬁ g Ak
flow interest rate risk. AEEERBAeRENERAR

Bank loans of HK$8,769,000 (2019: HK$313,000) and other ?%r%ﬁl8,769 000 7T (ZZE— 14 : 313,000
borrowings of HK$2,500,000 (2019: HK$5,000,000) are PBIT) 2 SRITE K & 212,500,000 T (=
arranged at fixed interest rates and expose the Group to fair T — L4 : 5,000,000 % 7T ) 2 HABEE A
value interest rate risk. EEFEGE - Bt ASE®ERA T ER

EERB o
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For the year ended 30 June 2020 BE—ZT=ZTFNA=+HILFE

30. DEFERRED TAX 30. ELEHIE

AN RASEER EERARBEREE

The following are the deferred tax liabilities and assets

recognised by the Group.

Decelerated
depreciation
allowances

R TR

Accelerated
depreciation

At 1 July 2018 WZZE—-N\FEH—H

(Charge) credit to profit or loss X (1) 5t A B
for the year

Disposal of subsidiaries

HE B AR (MR 36(a)

allowances
IEITERE
HK$'000 HK$'000
THET THT
18 (23) (5)
(15) 18 3
(3) 5 2

(note 36(a))

At 30 June 2019, 1 July 2019 R = ﬂi/\ﬂ

and 30 June 2020 _‘1' H - —NE
+A— EI&_%?_ S 4F
/\H_+E|

The above deferred tax assets and liabilities have been offset
for presentation purpose in the consolidated statement of
financial position for same tax jurisdiction.

At the end of the reporting period, the Group had unused tax
losses of approximately HK$68,778,000 (2019:
HK$42,454,000) available for offset against future profits. No
deferred tax asset has been recognised in respect of
approximately HK$68,778,000 (2019: HK$42,454,000) due
to the unpredictability of future profit streams. Included in
unrecognised tax losses are losses of approximately
HK$18,101,000 (2019: HK$18,771,000), HK$23,681,000
(2019: HK$23,681,000) and HK$26,996,000 (2019: HK$Nil)
will expire in 2023, 2024 and 2025 respectively.

Other than the above, the directors of the Company consider
that the Group did not have any significant unrecognised
deferred tax assets or liabilities at the end of the reporting
period.

FAINAE R B IR Rl AR [ MV AR & B IS AR R
2HME - LEERBREERBECIE
HH -

RBEERR - AEBARSARIEBENS
68,778,000 7T ( — & — JL4F : 42,454,000
BIT) - AT REHESEARIOE T o AR &
FFE A FEOR + B0 £ 4 4 68,778,000/8
TT(—Z— N5 : 42,454,000 7T ) HERIE
EHIBEE - RERTIBEEBEBREEBEY
18,101,000/ 7L (=& — /1.4 : 18,771,000
7 7T ) ~ 23,681,000/ T( = & — jL¢
23,681,000 7T ) &26 996,000 L (=&
—NEF  TET) DRI \_Z\::E\
TECFER T RFRHE -

BrEaEN  RRBEERS  ARER
WE MR M EAREREERIAE
EXAE-
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For the year ended 30 June 2020 HEZZT=_ZTF X XA=THIFE

31. SHARE CAPITAL 31. B=X
Number of
shares Share capital
R & B IR
‘000 HK$'000
THR FABT
Authorised: SERE
Ordinary shares of HK$0.01 each at RZZ—-N\FLHA—RH"
1 July 2018,30 June 2019, —E-AFRA=FH"
1 July 2019 and 30 June 2020 —NFtLtA-B K
—ETFEXRA=TH
BREMEOC.0 Bt EBAX 4,000,000 40,000
Issued and fully paid: ERTRAR :
At 1 July 2018, 30 June 2019 and HW-—Z—-N\E+A—H "
1 July 2019 =—n¢ﬁﬂz+a&
—NF+tH—H 400,000 4,000
Issue of ordinary shares under share 7FEFEHX1§}?J\E§§§TT itk
subscription 20,000 200
At 30 June 2020 R-E-ZEFA=1H 420,000 4,200

172

On 22 November 2019, the Company entered into the
subscription agreement (the “Subscription Agreement”)
with Zhong Baomei, an independent third party (the
“Subscriber”) pursuant to which the Subscriber has
conditionally agreed to subscribe for, and the Company has
conditionally agreed to allot and issue 20,000,000
subscription shares at the subscription price of HK$0.25 per
subscription share in accordance with the terms and
conditions as set out in the Subscription Agreement (the
“Subscription”). The directors consider that the Subscription
represent an opportunity to raise additional funding for the
Group’s business operation, the net proceeds from the
Subscription is mainly for general working capital of the
Group and for the future development of the Group's
business. The Subscription will also strengthen the capital
base and financial position for the Group'’s future business
developments and broaden the shareholder base of the
Company.

The Subscription was completed on 9 December 2019. The
details of the Subscription are described in the Company’s
announcements dated 22 November 2019 and 9 December
2019.

These new shares were issued under the general mandate
granted to the directors at the annual general meeting of
the Company held on 7 November 2019 and rank pari passu
with other shares in issue in all respects.
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

32. CAPITAL MANAGEMENT

The Group’s objectives when managing capital are to
safeguard the Group's ability to continue as a going concern
and to maximise the return to the shareholders through the
optimisation of the debt and equity balance.

The Group monitors capital on the basis of the debt-to-
adjusted capital ratio. This ratio is calculated as net debt
divided by adjusted capital. Total debt comprises of amount
due to a shareholder, and borrowings. Adjusted capital
comprises all components of equity.

During the year 2020, the Group’s strategy, which was
unchanged from last year, was to maintain the debt-to-
adjusted capital ratio as low as feasible. In order to maintain
or adjust the ratio, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or sell
assets to reduce debt.

As at 30 June 2020, the debt-to-adjusted capital ratio of the
Group is 19% (2019: 7%,).

The increase in the debt-to-adjusted capital ratio during the
year resulted primarily from increase in borrowings.

The externally imposed capital requirement for the Group is
in order to maintain its listing on the Stock Exchange it has
to have a public float of at least 25% of the shares.

The Group receives a report from the share registrars
monthly on substantial share interests showing the non-
public float and it demonstrates continuing compliance with
the 25% limit throughout the year.

32. EXERE

AEBEANEE Z BRESERASE AR
SEREZR) WEBBLBENRER
B - R AR A ER AL o

AEBRIFEFREHBEER 2 L RER
BN o s RIZER PR AL AEE R
AE - ERERREEN - RBRRFER
fEE - KABEABERGZMARD -

R-ZT-FF  AEBERRE A EFEYL
BEE) - UEA AT EENERRL
FBERZLER o« REFHHBZLE
AEBEREFBIN FHRROKESE
TITHA  REEATERER  8RHNE
BRESLEEENRMDETR -

RZB-_EFEXNA=1TH NEEEKEA
RABERZ LR B19% (ZE—LE:
7%) °

FRNEHRERAEERN L RENEEHR
REEEIPTEL -

AN ER B 4 BB S P _E T AL 2 SR B
MEARERG  NEBEBARFBTED25%
Bt 2 RRFEIE

AEBEARZIBRMNBFPECRELNA
BRI ENEAR D EE AR
T O MERBEFHEET25% RHE -
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33.

174

FINANCIAL RISK MANAGEMENT 33.

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group's
financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the functional
currencies of the Group entities, HK$, United States
dollars (“US$") and Renminbi (“RMB"). The Group
currently does not have a foreign currency hedging
policy in respect of foreign currency transactions, assets
and liabilities. The Group monitors its foreign currency
exposure closely and will consider hedging significant
foreign currency exposure should the need arise.

As HK$ is pegged to US$, it is assumed that there
would be no material foreign exchange risk exposure
between US$ and HK$ and therefore US$ is excluded
from the analysis below.

The carrying amounts of the Group’s RMB
denominated monetary assets and monetary liabilities
at the reporting date are as follows:

Assets
EE
2020

B
HK$’000

P E TR

$¢lﬂ’]¥f’zﬁ%%lﬁﬁﬁkﬂﬁﬁ AN R,
5 .:,J—HKM‘/)\L@LéiH &ﬂfﬂ
c REBEMERBAR ES'E‘JriU%EEAé
rﬂmi@—EﬁTT?ﬁ A ﬁ?ﬁﬁﬁﬁf‘h
1EExTZK‘$IB7TfXE€EEE’J/ %ET?T'JE'“

(@) IMEERELB

HRAEB 2 KB EHRS - &
ENBBEIEUNRNEEER 2L
gEBT XL(ET) RARE
(TAR¥ DFHE - A mERE T
R AEBEREGIAEGEINE
5 ﬁ?ﬁ&%ﬁiz&l\ﬁ%%ﬁ%ﬁl“

AEEEZYERAIIERR ]I?H
ﬁéﬁ%%ﬁ%ﬁﬁﬁéﬁ?l\%ﬂ @

MRETTEETTHE - MRERT
B8 T 2 E I 8 B KSMNE R
It SETTHRER IS T AN ©

AEBUAARBAEZCEBEEENM
S¥aERRERAZEEENT

Liabilities
=L
2019 2020 2019
—hE —B-BF —T-h%F
HK$'000 HK$'000 HK$'000

8T

RMB AR 102,964

T T T

221,656 47,244 50,263
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33. FINANCIAL RISK MANAGEMENT (continued)

(a)

Foreign currency risk (continued)

The following table details the Group’s sensitivity to a
5% (2019: 5%) increase/decrease in RMB against HK$.
5% (2019: 5%) represents management’s assessment
of the reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the year end for a 5%
change in foreign currency rates. The sensitivity analysis
represents the trade and other receivables, trade and
other payables, bank borrowings, and bank balances
and cash where the denomination are in HK$, the
major foreign currency risks.

A positive number indicates an increase in profit for
the year where RMB weakens against HK$. For a 5%
strengthens of RMB against HK$, there would be an
equal and opposite impact on the post-tax profit for
the year, and the balances below would be negative.

Increase/decrease in post-tax profit for
the year

33. WKEREE (@)

(a)

F AR &5 FE 0, R

ShEE LB (4)

TRFAVNAEEARARE L BTH
B,/ B E5% (ZF— % 5%)F
HIBRRE o 5% (ZE— NLE : 5%)
REEEBUINEER 2T 5EA TR
BEEEZ TG MBRESIESR
FEUNESEZ REESEER -
WREREBBERFINEERI5%
BEIEL A - HAB T (ZEBINE
ER)FHE  HRESTREES R
HithEdE E5 M EMENRK
1B RITEEUARBITASEIRE

EERTARERLBETRERZF
PUE AIE N - W AR BT
B5% - HEFRERH &S MK A S

FZHARTE M MNMIEHRKLE
e

2020
—EB-FF

ey =

2019
—E-hF
HK$000
TR

HK$'000
FET

2,786 8,570

In the opinion of the management, the sensitivity
analysis is unrepresentative of the inherent foreign
exchange risk as the year end exposure does not reflect
the exposure during the year.

T TEFERE - BEERERAT]

EEERR HRNFEBR AR
ERRERRR  WERESTT
REREBIMNERR -

175



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BTSRRI R

For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

33. FINANCIAL RISK MANAGEMENT (continued)

176

(b) Creditrisk

Credit risk is the risk that a counterparty will not meet
its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is
exposed to credit risk from its operating activities
(primarily trade receivables) and from its financing
activities, including deposits with banks and financial
institutions, foreign exchange transactions and other
financial instruments. The Group's exposure to credit
risk arising from cash and cash equivalents is limited
because the counterparties are banks and financial
institutions with high credit-rating assigned by
international credit-rating agencies, for which the
Group considers to have low credit risk.

(i) Trade receivables

Customer credit risk is managed by each business
unit subject to the Group’s established policy,
procedures and control relating to customer
credit risk management. 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. Trade receivables are due within 0-60
days from the date of billing. Debtors with
balances that are more than 3-6 months past
due are requested to settle all outstanding
balances before any further credit is granted.
Other monitoring procedures are in place to
ensure that follow-up procedures are taken to
recover overdue debts.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECL,
which is calculated using the probability of
default, loss given default and the exposure at
default with reference to the historical data of
the market of the debtors’ industry.
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33. FINANCIAL RISK MANAGEMENT (continued) 33. MKEBERE (#)
(b) Credit risk (continued) (b) EERE(E
(i) Trade receivables (continued) () EZEWFEE)
The following table provides information about TREJIBEAEER _T—
the Group'’s exposure to credit risk and ECLs for EERZFE-NFEA=TH
trade receivables as at 30 June 2020 and 2019: Z2EBSRIRZENEERR X
BHEEEBZER
Average Gross
expected carrying Loss
As at 30 June 2020 loss rate amount allowance
F9FE A
R-ZB-FFKSA=+H EiE= IREAE BERE
% HK$'000 HK$'000
FET FTHERT
Internet advertising OHMEEERE
agency services R 7&
Current (not past due) BNER (K& H) 5.04% 17,920 904
1 to 30 days past due WHI1ZE30H 2.08% 897 25
31 to 60 days past due WHI31E60H 2.48% 5,106 127
61 to 90 days past due wWHI61Z90H 2.64% 13,510 357
91 to 180 days past due ®WHI91E 180 A 4.99% 1,948 97
181 to 365 days past due  #1H§181 & 365 H 6.33% 21 13
More than 365 days wHA365 H A
past due 100% 8,985 8,985
48,577 10,508
Mobile payment technical &)z {441l
support services TR - -
Total Fby 48,577 10,508
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33. FINANCIAL RISK MANAGEMENT (continued) 33. HMIEEKERE (&)
(b) Credit risk (continued) (b) EERBS(E)
(i) Trade receivables (continued) () EZEWFEE)
Average Gross
expected carrying Loss
As at 30 June 2019 loss rate amount allowance
1578 Ef
BEX FRE4E EEEE
% HK$'000 HK$'000
THET FABT
Internet advertising ERERENRE
agency services PR 7%
Current (not past due) BNER (R HR) 1.14% 14,633 167
1 to 30 days past due #EI1E30H 1.26% 6,526 82
31 to 60 days past due #EI31E60H 1.33% 5,565 74
61 to 90 days past due w61 290 H 1.02% 10,919 111
91 to 180 days past due #EI91E 180 H 1.01% 14,206 144
181 to 365 days past due #HEI181 £ 365 H 2.62% 27,240 713
More than 365 days past due #18§365 H M 2.20% 32,137 709
111,226 2,000
Mobile payment technical #8)% {1 1if
support services XFIR
Current (not past due) BNER (R#HR) - - -
1 to 30 days past due w1 £ 30H - - -
31 to 60 days past due #wHI31 2= 60H - - -
61 to 90 days past due #HI61 290 H - - -
91 to 180 days past due #HI91 =180 H - - -
181 to 365 days past due #HI181 £ 365 H 5.58% 4,535 253
More than 365 days past due #18365 H N - 100% 25,720 25,720
30,255 25,973
Total et 141,481 27,973
During the year, with reference to a valuation RNER RLENVLETHG
performed by IVL, the management of the B ARAIEEEREANAN T
Company reassessed and updated the average JE BE AT 15 B AT R 1% & B BT RT
expected loss rates based on the forward-looking M ERBEHFYIBEAEER o 5t
information then available of the Company. In Hms AR EIESEREANE
this regard, the directors of the Company H 7 = E R A NE R o
consider that the Group's credit risk is
significantly reduced.
Normally, the Group does not obtain collateral —mE  AEETREP
from customers. WK R an e
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33. FINANCIAL RISK MANAGEMENT (continued) 33. MKEBERE (#)
(b) Credit risk (continued) (b) EERBS(E)
(i) Trade receivables (continued) () EZEWFEE)

(i)

The movements in the loss allowance account in

BHE-_ZS-_ZSFK-_F—NF

respect of trade receivables during the years
ended 30 June 2020 and 2019 are as follows:

NAZTHLEEE BHEES
FEMW IR 2 1R R B R E B 10

o
2020 2019
—E-EF —T-hF
HK$’000 HK$'000
FTHERT FABT
At 1 July RntEHA—H 27,973 8,001
Impairment losses recognised FAERZRERE

for the year 10,523 22,332
Reversal of impairment losses BEFAERERREBE

recognised for the year (T BIsE)

(note below) (27,200) (1,847)
Exchange differences PE H Z%E (788) (513)
At 30 June wANA=+H 10,508 27,973
Note: MI5E -

During the year ended 30 June 2020, certain receivables which
were impaired were settled and thus, the Company reversed
the impairment losses recognised for the year.

The Group has concentration of credit risk as 36.8% (2019:
26.9%) and 87.1% (2019: 59.0%) of the total trade
receivables was due from the Group’s largest customer and
the five largest customers respectively.

Deposits, prepayments and other
receivables

The directors consider that, pursuant to the
Company’s accounting policies, the Group's
prepayments to suppliers’ is classified under
allowance for doubtful debts of other receivables
upon expiry of the relevant service contracts for
the reason that, in accordance with the service
contracts entered into with the suppliers, the
Company is entitled to request a return of unused
deposit upon or after expiry of the contracts.
Accordingly, the prepayments to the suppliers are
also subject to assessment of ECL.

BE_Z_ZFRA=THILFE &
TERERKFADEN - Bt ART
A Ol B ERIRERE -

ARE S ERFIBRTER36.8% (=T
—NLF :269%) K87.1%(=—ZF— N
F:59.0%) DR BAERAEEZEAR
PRAREPHIA  BAKEFLEES
ZEREE

(i) BE FAMNKERAMER
H

EERA REARFZ G
BOE - AR E Y T A
ERABB B A OERES
AE R EHOE Y RER B
BT REARREREEE
2 BBAK - AR TE R
AOEBE AL B ERRER
A ES - L B EE
BRIV R
S -
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33. FINANCIAL RISK MANAGEMENT (continued)

(b) Credit risk (continued)

(ii)

180

Deposits, prepayments and other
receivables (continued)

For the internal credit risk management, the
Group has applied the general approach in
HKFRS 9 to measure the expected credit loss
allowance at 12-month expected credit losses on
deposits, prepayments and other receivables as
the directors of the Company consider that there
is no significant increase in credit risk since initial
recognition. The Group determine the expected
credit losses for deposits, prepayments and other
receivables balances by assessment of the
probability of default, loss given default and the
exposure at default with reference to the
historical data of the market and industry.

The movements in the loss allowance for
deposits, prepayments and other receivables
during the years ended 30 June 2020 and 2019
are as follows:

33. WEEREE (@)
=& =k (&)

(b)

(ii)

BE - ANHEAREMERS
H (48)

LARMEERBREEMS - A
RARBEERREERRE
VIRHEREL EBEE M - K
SECEAT B KRS ER
B —RIT A NIRE
TR RRE K B A R MR IR EY 12
EARBESEETERNAE
ERERE - AKEEZ2EM
B RITRBERE  LiEBF
HEAOBER - BHEBNMED
REEERE  ANRELRE
i YR IB R TR B E & 8

18 e

HEZZ-_ZTFER-ZT—NF
ANA=ZTBLEFEE BE@EEK
&~ BT FRIE K E Ath FE U FRIR
ZIEEBEEESHNT

2020 2019

—E-EF —T-NF

HK$’000 HK$'000

FTHERT FABT

At 1 July RntEA—H 16,506 2,296
Impairment losses recognised FAERZRERE

for the year 4,477 14,449
Reversal of impairment losses BEFAERERREBE

recognised for the year (T BIsE)

(note below) (15,747) -
Exchange difference N =R (28) (239)
At 30 June wANA=+H 5,208 16,506
Note: 5T

During the year ended 30 June 2020, certain receivables on
prepayments and other receivables which were impaired were
settled or utilised and thus, the Company reversed the
impairment losses recognised for the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

33. FINANCIAL RISK MANAGEMENT (continued)

(c)

Liquidity risk

The Group's policy is to regularly monitor current and
expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

The maturity analysis based on contractual undiscounted
cash flows of the Group’s non-derivative financial
liabilities is as follows:

On
demand or
less than
1 year
REX
F1ER
HK$'000
TAT
At 30 June 2020 R-B-EB%
~A=tH
Trade payables EE) 26,119
Accruals and EstBRREAM
other payables 508 19,772
Amount due to a Ef—ERRFE
shareholder 352
Borrowings (note below) f&& (T Kizt) 31,434
At 30 June 2019 AZE-NEF
~NAZTH
Trade payables BHRENTIE 38,403
Accruals and JEEt B R REAM
other payables FEfT 5B 6,351
Amount due to a R —ARETE
shareholder 247
Borrowings (note below) & (N M) 14,789

Note:

Borrowings with a repayment on demand clause are included in the
“on demand or less than 1 year” time band in the above maturity
analysis. As at 30 June 2020, the aggregate undiscounted principal
amounts of these borrowings amounted to HK$19,523,000 (2019:
HK$7,809,000). Taking into account the Group's financial position,
the directors do not believe that it is probable that the banks will
exercise their discretionary rights to demand immediate repayment.
The directors believe that such borrowings will be repaid within 1 to 5
months after the end of the reporting period in accordance with the
scheduled repayment dates set out in the loan agreements. At that
time, the aggregate principal and interest cash outflows will amount
to HK$19,746,000 (2019: HK$7,819,000).

33. WKEREE (@)

Between

1and 2
years

122F

HK$'000

TR

T TEFERE - BEERERAT]

(c)

REESER

AEENBRASERERRE MIA
HRPESHFLNEREBERR
ReHEneERBELRARSE

AEBEFTEEZREBERETHR
MARSREZIMASFAT

Between
2and
5 years

2855

Carrying
amount

REME
HK$'000

TR

- - 26,119 26,119
= = 19,772 19,772
= = 352 352
= = 31,434 30,792
- - 38,403 38,403
- - 6,351 6,351
- - 247 247
- - 14,959 14,692

B

M 1R ESRE RGO EEFT A EXHE A
DWTFTEERFIFRN|BE - R_T=F
FRA=TH  ZE5EENRTEASBFS
#8/519,523,000# 7T (ZZF— L4 : 7,809,000
BIT) o AT RAKBMT BN - EERA
RIT TR BEITEHBYISHE A Z KENBFE RN o
EERE ZEEEBRBEHERERI1ZE5HE
ARRBERM#ATEATETER B PEE -
ER AeRMNENRERLAEER
19,746,000/ J7L( = Z — fL4F : 7,819,000/%8
TT) e

181
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For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

33. FINANCIAL RISK MANAGEMENT (continued)

(d)

182

Interest rate risk

The Group’s cash flow interest rate risk primarily relates
to variable-rate bank loans and bank deposits. The
pledged bank deposits, loans receivable and other
borrowings bear interests at fixed interest rates and
therefore are subject to fair value interest rate risks.
The United States dollar denominated bank loans and
other bank deposits bear interests at variable rates that
vary with the then prevailing market condition.

The following table details of the Group’s sensitivity to
10 basis points higher/lower with all other variables
held constant, arising mainly as a net result of lower/
higher interest expense on bank borrowings, bank
deposits and fixed pledged bank deposits, respectively
and the impact on the increase/decrease in post-tax
result for the year are as follows:

Increase/decrease in post-tax result FRGRFEELE
for the year # o, m

33. WEEREE (@)

(d)

R 2= = B

AEBzREREMNKREREER
FERNEBITERMIBITEREM -
ERIFRITER  BRERLEM
fEERBEEMNEG S AMmEER
FEMERR - AETFENRT
ERRHEMIRITFRIZBEERRT
R mME s 2 F R R R -

TRAJAEBER LT/ TRE10ME
EEROBURE - 2 BHEME
RIFTE  T2HNRBITEEFN S
B~ IRITIFR R EE B EMIRT
TFRA B DG FER - LA
RERBTLREEE N R R
2mT

2020
—g-%%F

— i —

2019
—E-hF
HK$’000
TR

HK$'000
FET

69 13

In the opinion of the management, the sensitivity
analysis is unrepresentative of the inherent interest rate
risk as the year end exposure does not reflect the
exposure during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

33. FINANCIAL RISK MANAGEMENT (continued) 33. B EKERE (&)
(e) Categories of financial instruments ) TMIBREZDE

(f)

2020 2019
g o223 —E-NF
HK$'000 HK$'000
FTHER FHET
Financial assets: SRIEE:
Financial assets measured at RHEK AT EZ 2REE
amortised cost 175,688 186,088
Financial liabilities: SRIBE:
Financial liabilities at amortised cost — IZ#ER A 8 SREE 77,035 59,464
Fair values n -2¥E
The fair value of financial assets and financial liabilities TREEREMBBEZATERE
are determined in accordance with generally accepted AREBRN - ZBEAITEER
pricing models based on discounted cash flow analysis TMHER 52 MEERE ABEE
using rates from observable current market transaction TZERRERENNERE -
as input.
The directors of the Company consider that the RAABEERE e BHRET
carrying amounts of financial assets and financial REBHEKAY Rz emEERE R
liabilities recorded at amortised cost in the consolidated BRECEHEEANRSREHRZ
financial statements approximate their fair values at NEERE °

the end of each respective reporting period.

—EoTEFERE.BEERERLAT 183
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For the year ended 30 June 2020 HEZE-Z_ZFXA=THIFE

34. STATEMENT OF FINANCIAL POSITION AND 34. ARTFHBRRARRFHEEE
RESERVES MOVEMENT OF THE COMPANY

(a) Statement of financial position of the Company (@) AR RE
2020 2019
—ECEH —E—NEF
HK$'000 HK$'000
FET FHETT
Non-current assets kRBEE
Property, plant and equipment M - BE MEE 4 70
Investments in subsidiaries BB AR ZIKE 1 1
5 71
Current assets REBEE
Deposits, prepayments and other ‘e BERNRER
receivables H b U 5178 484 5,334
Amounts due from subsidiaries FEURBT B A B FAE 66,910 66,143
Bank and cash balances R1T MR B AR 67 70
67,461 71,547
Current liabilities REBEE
Accruals and other payables FERT B A K H At FE S 508 1,918 1,774
Amount due to a shareholder B — B E A = 247
Amounts due to subsidiaries FEISTB B A RIRE 48,007 53,574
49,925 55,595
Net current assets RBEEFE 17,536 15,952
NET ASSETS EEFE 17,541 16,023
Capital and reserves EXR#E
Share capital AR 4,200 4,000
Reserves G 13,341 12,023
TOTAL EQUITY R 17,541 16,023
Approved by the Board of Directors on 28 October PHEEER _Z-_TF+A=-+/\Hi#t
2020 and are signed on its behalf by: BN HTIEEFREKEE -
ZHU Yongjun TIAN Yuan
KEE H
Director Director
= 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2020 BZE T _ZFA=THILFE

34. STATEMENT OF FINANCIAL POSITION AND
RESERVES MOVEMENT OF THE COMPANY
(continued)

34. ARATMBARRRKHEEE (80

(b) Reserves movements of the Company

(b) AQTEFEEE

Share Other Accumulated
premium

reserve losses Total
MR35 E Hitfd ZitEE st
HK$'000 HK$'000 HK$'000 HK$'000

FATL FAL FAL FAL

At 30 June 2018, as original ~ RZZE—/\FXA=1H

reported (EREZR) 39,782 19,570 (12,706) 46,646
Impacts on initial BREREBNBRE
application of HKFRS 9 HRFEIRIEL 2 E - - (874) (874)
At 1 July 2018, as restated RZE-\FtH—H
(lmE7) 39,782 19,570 (13,580) 45,772
Loss for the year FRER - - (33,749) (33,749)
Disposal of subsidiaries HEHRB AT - (19,570) 19,570 -
At 30 June 2019 and RZE-NFRA=TH
1July 2019 FZE-NF+HA—H 39,782 - (27,759) 12,023
Issue of ordinary shares BIEBR(RHEE3)
(see note 31) 4,800 - - 4,800
Loss for the year FRER - - (3,482) (3,482)
At 30 June 2020 R-E-TFERA=TH 44,582 - (31,241) 13,341

Note: Other reserve represents the difference between the fair value
of the shares of Perline Company Limited acquired pursuant to
the reorganisation for listing in 2015 over the nominal value of
the Company’s shares issued in exchange therefore.

M BMREEEREN T -RFRLTE
A HEERARDRARNDH AT
EHEARR BRIGZ S R0 BTN
EEZE2Z5 -
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35.

186

SHARE OPTION SCHEME

The Company administers a share option scheme (the “Share
Option Scheme”) which was adopted on 28 January 2015
by a shareholders’ written resolution. The purpose of the
Share Option Scheme is to enable the Group to grant
options to selected participants as incentives and rewards for
their contribution to the Group. It became effective for a
period of 10 years commencing on the date on which the
Share Option Scheme was adopted. Eligible participants of
the Share Option Scheme include employees, directors,
suppliers, customers, shareholders, advisers or consultants,
research, development or other technological support
personnel or entities of the Company, its subsidiaries or any
entity (“Invested Entity”) in which any member of the Group
holds an equity interest and other selected participants (the
"“Eligible Participants”).

The total number of shares which may be issued and allotted
upon the exercise of all options to be granted under the
Share Option Scheme is 40,000,000 shares, representing
10% of the total number of issued shares as at the date of
this annual report.

The maximum number of shares which may be issued upon
the exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
share option scheme adopted by the Group must not in
aggregate exceed 30% of the share capital of the Company
in issue from time to time. The total number of the shares
which may be allotted and issued upon the exercise of all
options (excluding, for this purpose, options which have
lapsed in accordance with the terms of the Share Option
Scheme and any other share option scheme of the Group) to
be granted under the Share Option Scheme and any other
share option scheme of the Group must not in aggregate
exceed 10% of the shares in issue on the date of listing,
subject to refreshment of such limit as approved by
shareholders.
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([FEAHEEE)) - BT Bl E A< AL
BlEERLBRE2MERDBRE - (FRE
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Mo BRIEEICAERZHEBREAR
A~ AE QB RAKEEMKE AR
EREZENER ((RXREER]) ZE
B -E2F fiER FF BR BEX
RN IR T PSRRI S
ZANERERULREMEFL2EE ((RE
RBEE])

R A RIR AR 813R 2 IR AR I T T
EEHAEETAERZRODBHS
40,000,000 i - (AR A B HIE 31T
MAREH10% °
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For the year ended 30 June 2020 HE—ZT_TFA=+HILFE

35. SHARE OPTION SCHEME (continued)

The total number of shares issued and which may fall to be
issued upon the exercise of the options granted under the
Share Option Scheme and any other share option scheme of
the Group (including both exercised or outstanding options)
to each grantee in any 12-month period shall not exceed 1%
of the issued share capital of the Company for the time
being. Any further grant of options in excess of such limit
must be separately approved by the shareholders in general
meeting. Where any grant of options to a substantial
shareholder or an independent non-executive director or any
of their respective close associates would result in the shares
issued and to be issued upon exercise of all options already
granted and to be granted (including options exercised,
cancelled and outstanding) to such person in the 12-month
period up to and including the date of such grant: (i)
representing in aggregate over 0.1% of the shares in issue;
and (ii) having an aggregate value, based on the closing
price of the shares at the date of each offer for the grant, in
excess of HK$5 million, such further grant of options must
be approved by shareholders in general meeting.

Under the Share Option Scheme, the directors may, at their
discretion, grant to any Eligible Participants options to
subscribe for shares at an subscription price per share being
not less than the highest of (i) the closing price of the shares
as stated in the Stock Exchange’s daily quotations sheet for
trade in one or more board lots of the shares on the date of
the offer for the grant, which must be a business day; (ii) the
average closing price of shares as stated in the Stock
Exchange’s daily quotations for the five business days
immediately preceding the date of the offer for the grant;
and (iii) the nominal value of a share. A nominal
consideration of HK$1 is payable on acceptance of the grant
of an option.

An option may be accepted by a participant within 21 days
from the date of the offer for the grant of option. An option
may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period to be determined
and notified by the directors to each grantee, which period
may commence from the date of the offer for the grant of
options is made, but shall end in any event not later than 10
years from the date of grant of the option subject to the
provisions for early termination thereof. Unless otherwise
determined by the directors and stated in the offer for the
grant of options to a grantee, there is no minimum period
required under the Share Option Scheme for the holding of
an option before it can be exercised.

During the period from the effective date of the Share
Option Scheme to 30 June 2020, no share option has been
granted, expired, lapsed, exercised or cancelled.

35. MBARMEET & (M)

FAMEAR] 1218 B B R AR 45 BB AR i 51 & R AR
BT E BT EIM S AR AR
ZBRE(BEEITESRMERITE ZER
ﬁé)%ﬁﬁﬁ%E%’éﬁ&ﬁf%%ﬁmﬂ%
B35 %uﬁZIK AIEREBRITRAZ

1%  #E— R H TR B IR EE 2 B
Vﬁ,\ﬁiBAHxﬁﬁAiﬁéﬂx%ﬁt/ﬁ ﬁﬁ
FERRSBILIFMITE SRR TARSE
EZ%%Hﬁ%&/\ﬁWﬂﬂﬁ%ﬁ&%ﬂ%ﬁ%@
HeaRE BB (BEZE) 1E12/EA
HERZEALTERTERERE BT
Bz 2Bl (BEETHE - Bts
K RITEE 2 AR ) TR A8 T 81T
ZIRMHEBE (VA XBBEEITRNG
0.1% : RHERZSREELNH KL UK
MEETE 2 {8 % 5,000,000 7T + 8l
E—IERNZEEREARNRRERAS LB
P& B L ©

R AERTE - EE A BB R E AL
Aﬁ*n/“%‘&ﬁﬁﬁﬂﬂfé L/(HZTTEEE’\()
DAREBH(MWEALSER) EBAT
!El#&Tﬁﬂij:ﬁfrﬁu/w\—ijZLAJ:HxTJJE\
BB BROHWHE: (VBEZHREA
BRI R ESEBEB AT RRER LT
H 2z B U E - R i) HxTﬁZETE

(ANEZEEAE) 2 BRRBEERERD
REE R PTIR BB AR RE BF E S 51 /%EZ%
EIANER

SEETNFEEBRESLOE B2
BN AR o BB A R] AR R B AR T
B 2GRN ESRETERANGRARALZ
EJIFR) PO (e By PR JE A T E%HEFﬁﬁIQT’Eﬁ
RHOBREZ 2% BRst - EERI
ARBREREE REAI10FAKILE
5276 B RE B HE e AT A% LE BV R SCRRARER
BRIFESE R AREL R T AR ARBRE
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For the year ended 30 June 2020 #HZ—

36. NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS

(a) Disposal of Odella

On 18 February 2019, the Group disposed of its entire N —=F—
equity interests in Odella for a consideration of

HK$10,000,000.

Net assets at the date of disposal were as follows:

—EERNAZTHLEFE

36. mEABERERWH

(a) HEOdella

NEZA+N\B KE&EE
LA £ f810,000,0003 7T & H 7
Odella z 2 ZF RS HE -

%

REERE  BEFENT

HK$°000
TATT

Property, plant and equipment ME ﬁ%& e 522
Trade receivables Z 5 WK 2,654
Deposits, prepayments and other receivables %% - i‘EH Iﬁﬁﬁi\@fﬂﬁlmlﬁ 522
Inventories Ay 4,384
Bank and cash balances RITRIRE A 11,274
Trade payables 2 5 IR (1,781)
Accruals and other payables JEETE A & H At FE T 508 (8,792)
Current tax liabilities EHWIBEER (848)
Deferred tax liabilities FEMIBEEE (2)
Net assets disposed of EHEEEFE 7,933
Release of exchange reserve FRERIE W A (257)

Gain on disposal of subsidiaries (note 13) HEMTE ARz e (M1EE13) 2,324

Total consideration BB 10,000

Net cash outflow arising on disposal: HESHEAZHEEFRE ¢

Cash consideration received SUNIEERE 5,000

Cash and cash equivalents disposed of EHERERREEEY (11,274)
(6,274)

As at 30 June 2019, consideration of HK$5,000,000 RZE—NFRNA=+HBH' BB

188

has been received from the purchaser of Odella. The
balance of consideration of HK$5,000,000 has been
recognised as a consideration receivable at 30 June
2019 which was settled during the year ended 30 June
2020 (note 23()).
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For the year ended 30 June 2020 BE—ZT=ZTFNA=+HILFE

36. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (continued)

(b) Reconciliation of liabilities 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 statement of cash flows as cash
flows from financing activities.

1 July Cash
2019 flows
“B-hE

th-R HReRE
HKS'000  HKS'000
TEn  TER

During the yearended ~ HZF - E—FF

. BEREREBRME (&)

(b)

METDEL2EEHR

TRAMANEEREEDELEZE
B2 BRERESMIFRCEF-
METHELECZEBEDRRERE
IARKREREMRNAEB ZFE
REeERMERADER/BERDEL
Zfﬁi/miZﬁfﬁ °

Termination

Additions of
new leases

oflease  Interest Exchange  30June
contracts  expenses differences 2020

—7—=¢

FEMEE RLEERHN FEMX  ENEE AA=TH

HKS'000
TiEn

HKS'000  HKS'000  HK$'000  HK$'000
Tén TEx  TEx  TEn

30 June 2020 NAZTHIEEE
Amount due to a JEf— %R
shareholder (note 28) A (MEE28) 247 105 - = = = 352
Borrowings (note 29) B8 (HF29) 14,692 12,804 - = 3,313 (17) 30,792
Lease liabilities (note 17) S & B (MzE17) 20,080 (7.179) 1,076 (5,921) 1,136 (532) 8,660
3019 570 1076 (5921) 4449 (549) 39,804

1 July 2018

“2-N\E
tA-H
HK$'000
#7

Cash flows

ki
HK$'000
TR

Interest
expenses and
finance
lease Exchange
charges difference 30 June 2019
S
X kA —_T-NE
RERX EiXzE  ~A=TA
HK$'000 HK$'000 HK$'000
THEL BT TEL

During the year ended HE_F-NErH
30 June 2019 ZTHIEE
Amount due to a shareholder [EN—ZREFIE
(note 28) (M 28) 58,559 (58,312) - - 247
Borrowings (note 29) BE (M 129) - 14,104 593 (5) 14,692
Finance leases payables ERBERERY 506 (557) 33 18 -
59,065 (44,765) 626 13 14,939
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For the year ended 30 June 2020 HEZZT=_ZTF X XA=THIFE
37. OPERATING LEASE COMMITMENTS 37. REHEAE
At 30 June 2019 the total future minimum lease payments RZEBE—NERNA=TH  BEITTHEE
under non-cancellable operating leases are payable as ERD 2 RRGIEEERRBRERAT -
follows:
HK$'000
FAET
Within one year —E R 4,959
In the second to fifth years, inclusive EoFEERTF (RREERMF) 1,320
6,279
Operating lease payments represent rentals payable by the CERENFTIEANEERES TYEEN
Group for certain of its premises. Leases are negotiated at WHEE c MAUN T —E=FNHEHE
terms ranged from one to three years and rentals are fixed TiER - HERNHEeRETEETERE
over the lease terms and do not include contingent rentals. HAMEE -
38. CONTINGENT LIABILITIES 38. ARAE
The Group had no significant contingent liabilities as at 30 MR_ZE_TFA=+H AEEVESE
June 2020 (2019: NIL). ARIARBBE(ZZE-NF:FT) -
39. RELATED PARTY TRANSACTIONS 39. EBAERS
Other than those related party transactions and balances B‘%%?é%f%iﬁ%ﬁ’rlﬂ%ﬁﬁ?&?éz%ﬁ%ﬁﬁ?&
disclosed elsewhere in the consolidated financial statements, RAEERIN - NEEF A R T EIT 2
the Group had the following significant transactions and E?ﬁﬁ?%&%ﬁ%ﬁﬂ? :
balances with its related parties during the year:
Compensation of key management personnel FEEBABZHM
The remunerations of directors of the Company and other RAHRE  ARREERAMFEETRE
members of key management during the period was as BB Z #BnT
follows:
2020 2019
—EEF —E-NF
HK$°000 HK$'000
FET FATT
Salaries and other benefits e R EAER 690 4,702
Discretionary bonuses BISTEAT - _
Pension scheme contributions RIRET B 2 281
692 4,983

190
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2020 HZE—

RELATED PARTY TRANSACTIONS (continued)
Transactions with associates

Nature of the transactions

Provision of internet advertising agency

e ISR MY EE

T oTFEXA=THIEFE

39. EHL RS ()
HEBEQARZXS

2020
—ECERHE

2019
—E-NF
HK$'000
FH&TT

HK$'000
FET

] — B & 1 B £ B B

services to an associate EERIERSE 1,113 -
Receiving of internet advertising agency &S —EE ATz BMAES
services from an associate RIBARTE 16,737 -
The directors of the Company consider that, other than the RKRBIEFRA REBARAARZEGETH

above, the Company did not have any other significant
transactions and balances with the related parties in
accordance with the accounting policies of the Company.

EVENTS AFTER THE REPORTING PERIOD

Other than those disclosed elsewhere in these consolidated
financial statements, the Group had the following significant
events after the reporting period:

CoVvID 19

Upon the outbreak of Coronavirus Disease 2019 (“COVID-19
outbreak”) in early 2020, a series of precautionary and
control measures have been and continued to be
implemented across the country/region. As at the date of
these financial statements were authorised to issue, the
related impact on the consolidated results of operations,
cash flows and financial conditions of the Group could not
be reasonably estimated at this stage and will be reflected in
their consolidated interim financial statements for the six
months period ending 31 December 2020 and consolidated
financial statements for the year ending 30 June 2021. The
Group will pay close attention to the development of the
COVID-19 outbreak and evaluate its impact on the financial
position and operating results of the Group.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board on 30 October 2020.

R R EAFESN - AN R B R 7 I S
TTIEREBERR S K& o

40. MEMKRERE
BRaxSRaMBRAEMBOMBES

S - £ EAiﬁiﬂ;ﬁ&ZEﬁ%I@lDT

CovVvID 19

RZZE_EFYBEE2019TRFER
(fcoviD-19%EN %R - 2F /SHEE
BRI HEER—ZRIIGEERE - RZE
W%W%%&%ﬂﬁza HAEELZA
Z@M¥Z$ im%&ﬁﬁkﬁj@ﬁ}_ﬁiﬁ’ﬁﬁ
BN LR Re B AR B Wi
RMREE-_T_TF+_A=+— Ei
NE A BERERE R REREE S
;:—iﬁﬂz+a¢¢§%%é%%ﬁ
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FIVE YEAR FINANCIAL SUMMARY

L FEMBEHSE

A summary of the results and of the assets and liabilities of the
Group for each of the five years ended 30 June 2016, 2017, 2018,
2019 and 2020, as extracted from the annual reports for the years
ended 30 June 2016, 2017, 2018, 2019 and 2020, is set out

below:

AREHEE-T
—N\FZF—
IEFEFES

—RNEFE-ZE—+tF- =
NERZZEZZTFRA= —I—EI
FrRBENEERBEHRE(H
e EE_ T —R"F - _E—+F - _F
—NFZE-NFRZE_ZEFA=+H
IEFEZFR)EINMAT -

Year ended 30 June

BERA=THLEFE

2020 2019 2018 2017 2016
HK$ 000 HK$’OOO HK$'000  HK$'000  HK$'000
TR FHET FET FET FHET
Results E
Revenue WA 434,314 270,729 526,341 62,189 55,847
Net profit/(loss) for the year AEZHFOFER) (44,039)  (36,606) 204,580 (2,760) 3,827
Net profit/(loss) for the year ARAEE ABIEREE
attributable to owners of #FlCEEE)
the Company (44,039)  (36,606) 199,455 (2,760) 3,827
As at 30 June
RAB=1H
2020 2019 2018 2017 2016
—ECEFE —TNF —T—N\F —T—+F —T—RHF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR FHT FET FHBT FHET
Assets and liabilities EERERE
Total assets BERAE 268,442 288,651 431,607 75,903 69,766
Total liabilities BEEH (103,608) (78,786)  (170,430) (16,310) (7,894)
Total equity Rt 164,834 209,865 261,177 59,593 61,872
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