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Dear Shareholders,

| have the pleasure to present you with the 2018 Annual Report of
KK Culture Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2018
("FY2018").

TRAIN MEDIA

The Train Media Business performed disappointingly in FY2018.
In our previous 2017 annual report, we expected the business
would improve on the grounds that the China’s economy got out
from its trough and as a result, the Renminbi would strengthen.
In addition, we changed our marketing strategy to accommodate
to the requirements specific to the business. However, the
macroeconomic condition in China was rather weakened and
was exacerbated by the eruption of trade disputes with United
States that custom duties were substantially raised and levied on
many products imported from China. This was totally out of our
expectation last year. In face of the dire business environment, our
customers have become highly conservative in devoting resources
on placing advertisement. Some have reduced the advertising
fees while some potential customers have even withdrawn
negotiation with us; on the other hand, certain customers have
difficulties in settling the receivables. As a result, the effectiveness
of our strategy has been tremendously reduced and our revenue
was curbed to a material extent. Also, we have impaired more
accounts receivable compared with last financial year and part of
the intangible assets pertaining to the train media licence rights.

In response to the current difficult situation, we have been
working hard to look for solutions to mitigate these negative
externalities and would take all possible options into consideration.
Meanwhile, we keep on sourcing any investment opportunities
which have the potential to contribute profits to the Company.

RECRUIT MAGAZINE

The recruit magazine business outperformed in 2018, which is
believed to be linked to the consistently active labour market.
However, it is possible that the recent trade dispute between
China and the United States as well as the economic downturn
in China may have certain impact on the sentiment of employer,
deterring them to increase more headcounts.
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Directors’ Statement
EETWE

Finally, | would like to express my sincere gratitude to all of & NAZMROEH B TIRLREN—F
you for your continuous support to us in this difficult year. ¥ HRMOTEHE L WELKKEH2EET 20
Appreciation also goes to all our staff for their whole-hearted 2 EMfHBEH - AAZEWLME BETITR-Z

efforts. | wish you all the best of health and luck in 2019. —NEHREREE SEHR
Tsang Hing Bun HITEF
Executive Director BEE
Hong Kong, 26 March 2019 BE —ZE-NF=A=+XH
KK ALIZIR B R A 7 3
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BUSINESS REVIEW
Train Media

Reference is made on the sale and purchase agreement dated 29
January 2016 in relation to, among other things, the acquisition of
60% equity interest in Hong Kong Made (Media) Limited (“Hong
Kong Made”) for a consideration of HK$30 million and a loan
assignment of HK$6.6 million, with a total of HK$36.6 million.
The vendors, together with Ms. Chau Lan Sze (collectively the
“Guarantors”) warranted the Group that the audited net profit
after taxation of Hong Kong Made for each of the years ended on
31 March 2017 (the “2016 Profits”) and 31 March 2018 (the “2017
Profits”) should be at least HK$5 million (the “Profit Guarantee”).
The 2016 Profits was audited and more than HK$5 million profits
was recorded while the 2017 Profits rendered a shortfall of the
Profit Guarantee by approximately HK$14.6 million. Accordingly,
the Profit Guarantee for the first financial year was satisfied and
the Guarantors are obliged to make up the shortfall for the second
financial year of approximately HK$14.6 million. As at the date of
this report, HK$3 million has been paid by the Guarantors and the
remaining balance will be settled within an agreed period in 2019.

During the year, the Group possessed the exclusive advertising
rights of 22 trains travelling between Guangzhou and Shenzhen
daily. The revenue from train media business recorded for the year
ended 31 December 2018 was approximately HK$8.5 million (2017:
approximately HK$36.7 million) while the loss was approximately
HK$41.3 million (2017: profit of approximately HK$4.1 million).
The decrease was mainly due to the economic downturn in
China’s economy and the material uncertainty of international
business prospects as a result of trade dispute, discouraged
customers from allocating more resources on advertising.

On 9 July 2018, Fullmoon Global Limited (“Fullmoon”), a wholly
owned subsidiary of the Company, disposed of its entire equity
interest in Star Prestige Investments Limited (“Star Prestige”),
a then wholly owned subsidiary of the Fullmoon, together
with the Wi-Fi advertising media lease agreement (the “Wi-
Fi Media Lease Agreement”) entered into by Star Prestige and
Guangzhou Shengyu Golden Line Advertising Company Limited
("Guangzhou Shengyu”) to an independent third party, Sonic Pace
Global Limited (“the Purchaser”), at a consideration of HK$80
million. The Consideration was determined with reference to the
unaudited net liabilities of Star Prestige of approximately HK$24.8
million (before the waiver of the loan due from Star Prestige to
Fullmoon of approximately HK$93.9 million) as at 31 May 2018
based on the unaudited management account of Star Prestige.
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Management Discussion and Analysis

Pursuant to the Wi-Fi Media Lease Agreement, Guangzhou
Shengyu had leased the Wi-Fi network system, its installation,
facilities, Wi-Fi network coverage and its digital advertising media
to Star Prestige, and granted an exclusive right to Star Prestige for
the operation of the digital advertising media (the “Wi-Fi Media
Advertising Business”). Taking into account that (i) the Purchaser
had expressed interest in taking over the Wi-Fi Media Advertising
Business under the Wi-Fi Media Lease Agreement of Star Prestige;
(i) the loss making position of Star Prestige since the date of its
incorporation due to the amortization of the license rights fee
under the Wi-Fi Media Lease Agreement; and (iii) the estimated
gain of approximately HK$10.9 million that could be recorded by
the Group from the Disposal based on the unaudited management
account as at 31 May 2018, the Directors considered the disposal
was an opportunity for the Group to dispose of its loss-making
businesses and realised its investment in Star Prestige. After taking
into account the above factors, the Directors considered that the
terms and conditions of the sale and purchase agreement were
fair and reasonable and were in the interests of the Company and
the shareholders as a whole. The net proceeds from the Disposal
were applied for the repayment of outstanding balance due from
the Company to its shareholder and the general working capital
of the Group.

On 23 July 2018, the disposal was completed. A gain on disposal
of approximately HK$15.2 million was recorded. Approximately
HK$72.2 million of the proceeds were used to repay the
outstanding balance due to the Company's shareholder and the
remaining HK$7.8 million were utilised as general working capital
of the Group.

Subsequent disposal of Train Media Business

Subsequently on 29 March 2019, the Company and China Baoli
Technologies Holdings Limited (“CBTH"), a company listed on
the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (stock code: 164), entered into a share
purchase agreement, pursuant to which the Company conditionally
agreed to sell and CBTH conditionally agreed to acquire one
ordinary share of Fullmoon representing the entire issued share
capital of Fullmoon. Fullmoon is the immediate holding company
of the Hong Kong Made and Ample Success Limited (“Ample
Success”) (Collectively as “Fullmoon Group”) as to 60% interest in
Hong Kong Made and Ample Success.
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The consideration shall be satisfied by the allotment and issue
of the new shares in tranches at the issue price of HK$0.2 per
CBTH's share to the Company or its designated nominee(s) in the
following manner:

(i)

(iii)

6

as to HK$11,583,333, representing one third of the total
consideration, shall be paid by CBTH to the Company or
its designated nominee(s) by the allotment and issue of
57,916,665 CBTH's new shares upon the third business day
after the satisfaction or waiver of the conditions precedent
(except for the conditions precedent that shall be satisfied
on the day of the completion) or such other date agreed
by the parties (the “First Tranche Consideration Shares”);

as to HK$11,583,333, representing one third of the total
consideration, shall be paid by the CBTH to the Company
or its designated nominee(s) by the allotment and issue
of 57,916,665 CBTH's new shares (the “Second Tranche
Consideration Shares”), subject to Hong Kong Made and
Guangzhou Shengyu having executed an agreement (in
form and substance satisfactory to the CBTH) to extend
Hong Kong Made as an exclusive advertising agent in
connection with the advertising agency services and related
production services for the Guangzhou-Shenzhen China
Railway High-speed Harmony Series trains for three years to
30 June 2023 (the “Second Tranche Consideration Shares
Conditions”); and

as to HK$11,583,334, representing one third of the total
consideration, shall be paid by CBTH to the Company
or its designated nominee(s) by the allotment and issue
of 57,916,670 CBTH's new shares (the “Third Tranche
Consideration Shares”), subject to the satisfaction of the
following conditions (the “Third Tranche Consideration
Shares Conditions”):

i. Hong Kong Made and Guangzhou Shengyu having
executed an agreement (in form and substance
satisfactory to CBTH) to further extend the exclusive
rights of Hong Kong Made as advertising agent for
the Guangzhou-Shenzhen China Railway High-speed
Harmony Series trains for two years to 30 June
2025; and
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Management Discussion and Analysis

ii. Ample Success and Guangzhou Shengyu having
executed an agreement (in form and substance
satisfactory to CBTH) to further extend Ample
Success as an exclusive advertising agent in
connection with the advertising agency services
and related production services for the Guangzhou-
Shenzhen China Railway High-speed Harmony Series
trains for two years to 30 March 2024.

The consideration was determined on an arm’s length basis under
normal commercial terms pursuant to the negotiation between
the Company and CBTH after taking into account, among others,
the equity interest of Hong Kong Made and Ample Success owned
by the Fullmoon after capitalisation and calculated by reference to
a premium over the net asset value of the Fullmoon Group as at
31 December 2018. Taking into account the above, the Directors
consider that the consideration is fair and reasonable and on
normal commercial terms or better and the entering into of the
agreement is in the interests of the Company and the shareholders
of the Company as a whole.

Recruit Magazine

Turnover for the recruitment advertising business registered a
4.7% increase from approximately HK$61.2 million in 2017 to
approximately HK$64.1 million in 2018. The increase was mainly
attributed to the increase in recruitment advertisement due to
the active labour market. The gross profit increased by 10.7%
as benefited by the turnover for the increase in advertisement as
mentioned and lower incremental cost for additional advertisement
placement.
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Management Discussion and Analysis
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Property Investment

Apart from advertising business, the Group is also engaged in
property investment business. Express Ocean Investment Limited
("Express Ocean”) is a wholly owned subsidiary of the Company
which owns an office premises in Hong Kong. This business
contributes a steady stream of rental income of approximately
HK$462,000 (2017: HK$724,000) to the Group. The decrease
was mainly attributed to the disposal of several office premises
to independent third parties through different property agents
during the year. A net proceed of HK$19.9 million had been
received and the intended and actual use of proceeds from the
disposal had been applied for repayment of mortgages (as to
approximately HK$5.8 million) and general working capital (as to
approximately HK$14.1 million). Subsequently in March 2019, the
last office premises was sold at a consideration of approximately
HK$10.9 million but pending completion. Since all the applicable
ratios for the transaction to each of the independent third parties
were below 5%, the transactions did not constitute any notifiable
transaction for the Company under Chapter 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

Securities

During the year ended 31 December 2018, the Company had
disposed of two of its three securities from its portfolio in open
market at an aggregate consideration of approximately HK$15.5
million. As all the applicable percentage ratios in respect of the
disposal to each of the securities were below 5%, the transactions
did not constitute any notifiable transaction for the Company
under Chapter 14 of the Listing Rules. The proceeds had been
applied to the repayment of outstanding balance due from the
Company to its shareholder (as to approximately HK$11.8 million)
and the general working capital of the Group (approximately
to HK$3.7 million). After the said disposals, there is only one
securities remaining in the Company’s securities investment
portfolio.

For details, please refer to the section “Investments in Securities”
below.

Principal risk and uncertainties

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

8 KK Culture Holdings Limited
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Management Discussion and Analysis

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

PROSPECTS

2018 was a difficult year for train media business. It is subject to
several factors which are highly uncertain. There may be hope that
a relief on the trade dispute between United States and China
but China economy is expected to remain weak in 2019 and
it is uncertain that whether the enterprises are willing to place
advertisement. A subsequent disposal of the train media business
allows the Company to conserve resources for new investment
opportunities and the Group will continue to explore projects in
the hope that they can contribute profits to its shareholders.

The recruitment magazine business is expected to perform
healthily but may be impacted collaterally by the external
economic conditions as well which largely depends on the effect
on the overall employment condition in Hong Kong's labour
market.

For property investment business, the last office premise under
Express Ocean has been sold and is pending completion. This
business segment will fade out when the Group no longer holds
any investment properties.

FINANCIAL REVIEW

Turnover for the year ended 31 December 2018 was approximately
HK$73.1 million (2017: HK$98.5 million) and represented a
decrease of 25.8% from the previous corresponding year which
was mainly due to the drop in revenue from train media business
which was partly offset by the increase in revenue from recruit
magazine business. As a result of the decrease in revenue from
the higher gross profit margin business, the general gross profit
margin decreased from 82.4% in 2017 to 68.2% in 2018.

Other income increased by 198.7% to approximately HK$18.9
million (2017: HK$6.3 million) in 2018 since there was a gain
on profit guarantee arrangement of HK$14.6 million (2017: nil)
and partially offset by the decrease in exchange gain during the
year to approximately HK$110,000 (2017: approximately HK$3.6
million).
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The administrative and other operating expenses decreased by
27.3% to approximately HK$104.4 million (2017: HK$143.6
million) mainly due to the decrease in the amortisation of other
intangible assets from approximately HK$90.4 million in 2017 to
approximately HK$50.5 million in 2018.

As at 31 December 2018, certain receivables from several
customers have been aged over the credit period granted by
the Company. As a result, they were considered not probable to
be collected and an impairment loss of approximately HK$3.7
million (2017: HK$4.7 million) has been recognised. Besides, an
impairment test was conducted against the intangible assets of
the Group and a provision of HK$20 million has been made as
at 31 December 2018. The impairment assessment was made
in accordance with the Group’s accounting policies. The Group
engaged an independent professional valuer to assess the
recoverable amount of cash-generating unit (“CGU"). Based on
value-in-use calculation, the recoverable amount of the CGU
was below its carrying amount, hence the above-mentioned
impairment loss was recognised. The determination of the
value-in-use of the CGU involved significant assumptions and
judgements including but not limited to budgeted revenue, gross
margin and discount rate, made by management concerning the
estimated future cash flows and other key inputs.

FINANCIAL KEY PERFORMANCE

The above financial data were chosen to present in this annual
report as they represent a material financial impact on the financial
statements of the Group for the current and/or the previous
financial year, that a change of which could affect the revenue and
profit conspicuously. It is believed that by presenting the changes of
these financial data can effectively explain the financial performance
of the Group for the year ended 31 December 2018.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, the Group had net current assets of
approximately HK$108.5 million (2017: HK$16.2 million). The
Group's current ratio as at 31 December 2018, which is defined
as current assets over current liabilities, was 2.8 (2017: 1.2). As at
31 December 2018, the Group had a total cash and bank balance
of approximately HK$109.5 million (2017: HK$28.5 million).

The Group’s gearing ratio as at 31 December 2018 was 0% (2017:
3.9%), which is calculated on the basis of the Group’s total
interest-bearing debts over the total equity interest. There was no
bank loan as at 31 December 2018 (2017: HK$5.9 million).
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Management Discussion and Analysis

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

CAPITAL STRUCTURE

As at 31 December 2018, the total issued shares of the Company
(“Shares”) was 446,614,000 (31 December 2017: 372,614,000
Shares) at HK$0.2 each.

Share Options

On 5 April 2016, a total of 3,330,000 share options of the
Company were granted to each of Mr. Tsang Hing Bun, Executive
Director and Mr. Yiu Yu Cheung, Non-executive Director at an
exercise price of HK$1.99. As at 31 December 2018, a total of
3,830,000 share options have been exercised and 2,830,000 share
options were outstanding. No options were granted, exercised,
cancelled or lapsed during the year. For details, please refer to the
section “Share Options”.

Fund Raising Activity

On 31 July 2018, the Company entered into a placing agreement
with BaoQiao Partners Capital Limited (“BaoQiao”, the “Placing
Agent”) pursuant to which the Company conditionally agreed
to place, through the Placing Agent, on a best-effort basis, a
maximum of 74,000,000 Shares under the general mandate
granted by the shareholders of the Company at the annual
general meeting held on 8 June 2018 to placees who and whose
ultimate beneficial owners were third parties independent of and
not connected with the Company and its connected persons as
defined in the Listing Rules at a price of HK$1.40 per share. The
gross and net proceeds raised from the use placing of a total
of 74,000,000 Shares were approximately HK$103.6 million
and HK$103.0 million respectively where the intended use of
proceeds was for general working capital and future business and
investment opportunities. As at 31 December 2018, approximately
HK$4.6 million has been applied for general working capital.
The Company will utilise the remaining proceeds when quality
investment opportunities are identified.

Save as disclosed above, there was no fund raising activity taken
place during the financial year 2018.
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Management Discussion and Analysis

B IR JE & B AT

CAPITAL COMMITMENTS

As at 31 December 2018, the Group did not have any significant
capital commitments (2017: nil).

CONTINGENT LIABILITIES

As at 31 December 2018, the Group had no contingent liabilities
(2017: nil).

EVENT AFTER REPORT DATE

On 11 March 2019, Express Ocean Investment Limited, a wholly
owned subsidiary of the Company entered into a provisional sale and
purchase agreement with an independent third party to disposed of
an investment property at a consideration of HK$10,959,000. The
disposal is not completed as at the date of this report.

On 29 March 2019, the Company entered into a sale and purchase
agreement to an independent third party to dispose of the entire
issued share in Fullmoon and its subsidiaries at a consideration of
up to HK$34,500,000. For details, please refer to sub-heading,
“Subsequent disposal of Train Media Business” under “Management
Discussion and Analysis” section.

Save as disclosed above, there is no significant event subsequent
to the end of reporting period.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed above, the Group did not have any material
acquisition or disposal of subsidiaries during the year under
review.

ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

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

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

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

INVESTMENTS IN SECURITIES HBERE

The Company has invested in three securities. The details of, ZARRIBHREZHEF - HFE HAANFRE
the breakdown and the movement of which during the year is  #talian T :
summarised below:

Fair value % to the
changed Group's net
%of At1lanuary  during the At 31 December  assets as at 31
Principal business No. of share  shareholding 2018 year Disposals 2018  December 2018
RZ8-NE
tZB=t-H
RZB-NE Ehe RZB-NE fA&E
IDER LOEE] &% -f-B AVEE%® S - BEFEY
HK$ HK$ HKS HKS HKS
BT BT BT AT BT
Listed equity securities -
Hong Kong
LiRAES - B
Tibet Water Resources Ltd. Production and sales of premium 4,350,000 0.17% 15,573,000 (1,228,000)  (14,345.000) - 0%
(HK:1115)¢ bottled mineral water products
and highland barley beer products
in the PRC
FRKERARAR (HK:1115) " ERELERHEBERERRA
EnRRlkEReEER
Huarong International Financial ~ Trades and brokers securities, 710,000 0.02% 1,796,300 (614,390)  (1,181,910) - 0%
Holdings Limited (HK:993)* bullion, forex, futures and
options, as well as provides loan
and margin financing, and asset
management services
EREAR L RERERAT &5 w0 NE HERAEEE
(HK :993) * RER MREETRRES
BE HREEERRE
UKF (Holdings) Limited (HK:1468)  Trading of fur skins, mink farming in 115,740,000 251% 28587780 (1,736,100) - 26,851,680 15.6%
Denmark and fur skins brokerage
£%(BR)BRAT BEER EAEEEKE IR
(HK : 1468) * ERAR
Total 88 45957,080  (3,578,490)  (15,526,910) 26,851,680 15.6%
w Included in equity instruments at fair value through other ' AFARAFEEF AR EER S 2 RATA

comprehensive income
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I\/Ianagement Discussion and Analysis
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The Company believes that, to allocate certain capital to securities
investment is a means of diversifying the Group’s risk while a
higher return in general can be improved which can in turn
enhance the Company’s value and is beneficial to the shareholders
as a whole. These securities investments are categorised as equity
instrument at fair value through other comprehensive income
accordingly to Hong Kong Financial Reporting Standards and the
Company consider to sell some or all of these investments when
i) there is a working capital need; ii) shortfall of fund to repay the
due debts; or iii) a profitable return is achieved.

No significant securities investments were made and no dividend
was received from the above securities during the year ended 31
December 2018.

CHARGES ON GROUP ASSETS

The Group has no charges on group assets and no outstanding
loan balance at the end of the reporting period (2017: HK$5.9
million).

As at 31 December 2017, The charges represented the office
premises pledged pursuant to a loan agreement entered into
between Express Ocean and Industrial and Commercial Bank of
China (Asia) Limited for a borrowed sum of HK$6.1 million on
22 February 2017. The entire loan was fully settled during the
year from the proceeds arisen from the disposals of several office
premises under Express Ocean.
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Directors and Senior Management Profile
Sk EBERE

EXECUTIVE DIRECTOR

Mr. Tsang Hing Bun (“Mr. Tsang”), aged 39, was appointed
as Executive Director of the Company on 8 September 2015
and subsequently a director of several subsidiaries. He holds a
Bachelor Degree of Social Science from the Chinese University of
Hong Kong and a Master of Science Degree in Finance from City
University of Hong Kong. He has more than 17 years of experience
in audit, accounting, corporate finance and compliance. Mr.
Tsang is a member of The Hong Kong Institute of Certified Public
Accountants, an associate member of The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries
and Administrators. He is also a financial risk manager granted by
Global Association of Risk Professionals.

NON-EXECUTIVE DIRECTOR

Mr. Yiu Yu Cheung (“Mr. Yiu”), aged 36, was appointed as Non-
executive Director on 8 September 2015. He obtained a Bachelor
of Arts degree from Simon Fraser University in Canada in 2006.
Mr. Yiu has experience in banking and securities industry. From
November 2009 to October 2015, he was with OSK Securities
Hong Kong Limited (now named as RHB OSK Securities Hong
Kong Limited). Mr. Yiu is also a director of Hong Kong (Made)
Media Limited, a subsidiary of the Company and a director of a
subsidiary of another listed company in Hong Kong.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Siu Lun (“Mr. Chan"”), aged 39, was appointed
as Independent Non-executive Director on 1 December 2016.
Mr. Chan holds a bachelor degree in Commerce and Business
(Management) from University of Queensland, Australia. He
is an associate member of CPA Australia and The Hong Kong
Institute of Certified Public Accountants. He has over 16 years of
experience in business consultancy and financial audit. He was an
independent non-executive director of China Nonferrous Metals
Company Limited (Stock Code: 8306) from July 2011 to March
2015.
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Directors and Senior Management Profile

EENSRERERRE

Mr. William Keith Jacobsen (“Mr. Jacobsen”), aged 52, was
appointed as Independent Non-executive Director on 8 September
2015. Mr. Jacobsen is currently the managing director of a
corporation to advise on corporate finance matters. Mr. Jacobsen
is a non-executive director of Huge China Holdings Limited (stock
code: 428) and an independent non-executive director of abc
Multiactive Limited (stock code: 8131). He was an independent
non-executive director of Sustainable Forest Holdings Limited (stock
code: 723) from 11 January 2013 to 29 December 2017, a non-
executive director of Ping An Securities Group (Holdings) Limited
(stock code: 231) from 12 August 2015 to 30 September 2016,
an executive director of Auto Italia Holdings Limited (formerly
known as Wo Kee Hong (Holdings) Limited (stock code: 720) from
1 January 2012 to 16 October 2015, and also an independent
non-executive director of King Stone Energy Limited (stock code:
663), Qingdao Holdings International Limited (stock code: 499),
E-Rental Car Company Limited (stock code: 1822) and China
Financial Leasing Group Limited (stock code: 2312) for the period
from 26 September 2008 to 30 September 2011, from 20 June
2008 to 27 September 2014, from 7 January 2013 to 29 August
2014 and from 1 February 2013 to 30 April 2015 respectively. He
obtained a Bachelor of Laws degree from the University of Hong
Kong and a Master of Business Administration from the University
of British Columbia.
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Directors and Senior Management Profile
Sk EBERE

Mr. Chan Chiu Hung Alex (“Mr. Chan”), aged 52, was
appointed as Independent Non-executive Director on 31 March
2016. He graduated from the Hong Kong Baptist University with
a bachelor of business administration (honours) degree in finance
in 1990. He completed an advanced diploma in specialist taxation
with the Hong Kong Institute of Certified Public Accountants
in December 2012 and was admitted as an associate with the
Institute of Chartered Accountants in England and Wales. Mr.
Chan is currently a fellow of the Institute of Chartered Secretaries
and Administrators, a fellow of the Hong Kong Institute of
Chartered Secretaries, a fellow of the Association of Chartered
Certified Accountants and an associate of the Hong Kong
Institute of Certified Public Accountants. Mr. Chan has 18 years
of experience in accounting, financial management and regulatory
compliance of various industries listed in Hong Kong and
Singapore. He was an independent non-executive director of e-Kong
Group Limited (Stock code: 524) for the period from 25 February
2015 to 17 May 2017 and an independent non-executive director
of Co-Prosperity Holdings Limited (Stock code: 707), for the
period from March 2015 to October 2015. Currently, Mr. Chan is
an independent non-executive director of Royal Century Resources
Holdings Limited (formerly known as Kate China Holdings Limited)
(Stock code: 8125) and Feishang Non-metal Materials Technology
Limited (Stock code: 8331).

SENIOR MANAGEMENT

Ms. Chan Sin Mei, Garfield (“Ms. Chan”), aged 48, is the
General Manager of our recruitment advertising division. She
rejoined the Group in October 2014. Ms. Chan is responsible for
the recruitment and display advertising business of the Group. Ms.
Chan has over 25 years of experience in the advertising industry.
Ms. Chan was the Account Director of the Group’s recruitment
advertising division during the period from 9 April 1992 to July
2002. She was the Associate Sales Director of Careertimes Online
Limited before joining the Group.
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Directors’ Report
ESEWmE

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

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and
provides corporate management services. The activities of its
principal subsidiaries are set out in note 39 to the financial
statements.

BUSINESS REVIEW AND PERFORMANCE

A fair review of the Group’s businesses comprising analysis of the
Group performance during the year under review using financial
key performance indicators, description of the principal risks
and uncertainties facing the Group, are set out in the section of
“Management Discussion and Analysis” in this annual report. The
Group is looking for quality investment opportunities on an on-
going basis and will make announcements where appropriate.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and
other comprehensive income on pages 70 to 71.

DIVIDENDS

The Directors did not recommend any final dividend for the year
ended 31 December 2018 (2017: nil).

RESERVES

Details of movements in the reserves of the Group and of
the Company during the year are set out in the consolidated
statement of changes in equity on pages 74 to 75 and note 36 to
the financial statements respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the past five financial years is set out on pages 209 to
210 of the annual report.

PROPERTY, PLANT AND EQUIPMENT

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

Details of movements during the year in the share capital of the
Company are set out in note 34 to the financial statements.

FUND RAISING ACTIVITIES

Please refer to
Structure”.

“Fund Raising Activity” under section “Capital

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2018, the Company did not
purchase, redeem or sell any of the Company’s listed securities.

DIRECTORS

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

Executive Directors

Mr. Liu Gary Wei (resigned as executive director and chief
executive officer subsequently on 23 January 2019)
Mr. Tsang Hing Bun

Non-Executive Directors

Mr. Chen Jiarong (resigned as non-executive director and chairman
on 28 November 2018)

Mr. Yiu Yu Cheung

Mr. Leung Siu Kee (resigned on 26 January 2018)

Independent Non-Executive Directors

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

In accordance with No. 87 of the Company's bye-laws, Mr. Tsang
Hing Bun and Mr. Chan Siu Lun will retire at the forthcoming
annual general meeting and, being eligible, will offer themselves
for re-election.
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Directors’ Report
ESEWmE

DIRECTORS’ SERVICE CONTRACTS

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

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

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

As at 31 December 2018, the interests and short positions of
the Directors and chief executives of the Company in the shares,
underlying shares or debentures of the Company or any associated
corporations, within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO"), as recorded in the register
maintained by the Company required to be kept under section
352 of the SFO, or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the Model Code”) were as follows:

(A) Interests in the Company - Long position in
shares of the Company

EECZRBEN

BRIEATESZE BAR R MLRF 1= M &5
BUFATEFTCDEARBRILER IR EFF]
BHREEEBLABEETA—TERAS—FEL N
PR=ERZELETMBMMAL -

BRERERRBFAG L2 INETRE2ES
BEEADR K EEFAMERRRITERMRES
MREARBENEEREAIZEERIA
AE—FRAKREEHEEH-

>
N

EERBRETHRAEREALRTRGO R

)SZ/A')"E.x
RZE—NFE+_A=+—"H ARAIZEEXK
ERTBABRARRSEMEREZE (E&R
BHERBEES ([FEHRBEK ) EXVEE) 2
& - MEERGOHESFT  EEIZRARRIREE S
N EIEIEBIEE352{& 2 MEFTTF B 2 Bl Tt 8%
ZHEDEAE HBRIBELEMBITAZESTETES
RSGHVZESTR| (2P ) BHSARR RS
BEMARSMERAR ([BRAT]) 2R AR
PUNE

(A) FLAFzERZ-REQXTARDZHER

Approximate
Percentage in the
Issued Share Capital

Name Nature of Interest Number of Shares of the Company
EARQAT BT

e ERME B A BAEAZBNED T

Mr. LIU Gary Wei (Note) Controlled corporation 50,248,828 11.25%

RuE A () EE R

Mr. YIU Yu Cheung Beneficial owner 3,330,000 0.75%

hFLE Em#EA A

Mr. TSANG Hing Bun Beneficial owner 500,000 0.11%

BEELE EmEEA

Note: Under the SFO, Mr. Liu is deemed to be interested in Btat . RIZESRAERA - 85 ER/EIER

50,248,828 shares which are held by Polaris Investment
Management Limited, a company wholly owned by Mr. Liu.
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(B) Interests in the Company - Long position in
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(B) AT zEZE-RNAQAHEBERME N

underlying shares or equity derivatives of the ESETETAZHR
Company
Approximate
Percentage
in the Issued
Approximate Share Capital of
Percentage in the Company
the Issued Share Assuming all
Capital of the Options are
Name Nature of Interest Share Options Company Exercised
BR2E
EARRAR BRERBTE 4
ERTREAZ XQAREBITRAE
HE BEME B AE BMAOBEDE ZBABDL
Mr. TSANG Hing Bun  Beneficial owner 2,830,000 0.63% 0.63%

LEELLE EmBAA

Save as disclosed above, as at 31 December 2018, neither
of the Directors nor the chief executives of the Company
had interests or short positions in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which (i) were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which
they are taken or deemed to have under such provisions
of the SFO); or (i) were recorded in the register required
to be kept under section 352 of the SFO; or (iii) had to be
notified to the Company and the Stock Exchange pursuant
to the Model Code.

SHARE OPTIONS

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

BREXBEEN R_F—N\F+_H
=t—B BEEFILARAKSTHA
EMARAREBEZEE (EEREFK
HEHEAIEXVED) B9 - BB RE
BET  BEWMRBEESMAEHRMEXV
HBERT R8N EBAKE AN R R X A 2 7
sdAR (BEBREES MIEED 28
JRIGX IR B R EERA 2 SRR )
(B R ARERZ MR GRPIE3521%
ATHREZECTMAZERIOXR  Kiii)
RIBIREST AN G AR B MR 2%

LA
mEORE °

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

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

The maximum number of shares which may be allotted and issued
upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and other schemes (if any) shall
not exceed 30% of the share capital of the Company in issue
from time to time. The making of an offer to any Director, chief
executive or substantial shareholder of the Company, or any of
their respective associates must be approved by the independent
non-executive Directors (excluding any independent non-executive
Director who or whose associate is a proposed grantee of the
share options).

In addition, any share options granted to a substantial shareholder
or an independent non-executive Director of the Company or any
of their respective associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate value (based
on the closing price of the Company’s shares at the date of the
offer) in excess of HK$5,000,000, within any 12-month’s period,
are subject to the shareholders’ approval in a general meeting in
accordance with the Listing Rules.
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Any offer may be accepted by an eligible participant in respect of
less than the number of shares which are offered provided that
such number is clearly stated in the duplicate letter comprising
acceptance of the offer duly signed by such eligible participants
and received by the Company together with a remittance in
favour of the Company of HK$1.00 (which shall not be later
than 21 days from the offer date). The exercise price of the share
options is determinable by the Directors, but shall not be less than
the highest of (i) the closing price of the Company’s shares as
stated in the Stock Exchange’s daily quotations on the offer date;
(ii) the average closing price of Company’s shares as stated in the
Stock Exchange's daily quotations sheets for the five trading days
immediately preceding the offer date; and (iii) the nominal value
of the Company's shares.

On 5 April 2016, a total of 6,660,000 share options to subscribe
for ordinary shares of par value HK$0.2 each of the Company
were granted to Mr. Tsang Hing Bun, Executive Director and Mr.
Yiu Yu Cheung, Non-executive Director where each of them was
granted 3,330,000 share options at the exercise price of HK$1.99
each. Each share option was eligible for subscription of one
share of the Company. The share options were exercisable from 5
April 2016 to 4 April 2019 and had no vesting period. As at 31
December 2018, 2,830,000 share options were outstanding.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 December 2018, the following parties (in addition to the
Directors and chief executive of the Company) had interests or
short positions in the shares or underlying shares of the Company
which were recorded in the register of interests required to be

FERRRHMATARSG REER
e EERAR

RZBE—NF+-_A=+—8 UTAL (TEE
EERARRIZESTRAR) RAARZBRMDK
HEERDF  BEARRREES KEEIENE
3361§B T E 2 R M Arac st 2 s gUK

kept by the Company under section 336 of the SFO: B
Long position in shares of the Company ARG ZEFR
Approximate
Percentage in the
Issued Share Capital
Name Nature of Interest Number of Shares of the Company
AR ATBEBIT
=t EEME BROEA BAEZBHE DL
Upsky Global Limited (Note 1) Beneficial owner 95,037,657 21.28%
I RRIKER AR (MaE1) EmEBEA
Champion Ease Group Limited (Note 2) Beneficial owner 74,000,000 16.57%
mirEEER AR (MiE2) BB A
Polaris Investment Management Limited  Beneficial owner 50,248,828 11.25%
(Note 3) (#/7#3) E=EBA
Notes: Bt -
1. Upsky Global Limited is wholly and beneficially owned by Mr. Chen 1. VU RBRBRAFIHRRRAEAELTEERMHEE °
Jiarong.
2. Champion Ease Group Limited is interested as to 50% by each of 2. BREBARAFAERELT RAIBREE
Ms. Zhan Meiging and Mr. Liu Guoliang. EEHEBS0% e
3. Polaris Investment Management Limited is wholly and beneficially 3 Polaris Investment Management Limited s £l
owned by Mr. Liu Gary Wei. SEREBRHES -
Save as disclosed above, as at 31 December 2018, the Directors BR EXFIEEN R_ZE—-NF+_A=+—

are not aware of any persons (other than the Directors or chief
executive of the Company) have interests or short positions in the
shares or underlying shares of the Company which were recorded
in the register of interests required to be kept by the Company
under section 336 of the SFO.
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CONNECTED TRANSACTIONS

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

CONTINUING CONNECTED TRANSACTIONS

Subsequently on 24 January 2019, the Company entered into
a licensing agreement (the “Licence Agreement”) with Kingkey
Enterprise (as Licensors) and UKF Management Limited (as
Licensee), a wholly owned subsidiary of UKF (Holdings) Limited
("UKF"), a company incorporated in the Cayman Islands with
limited liability, the issued shares of which are primary listed on
the Main Board of the Stock Exchange (Stock Code: 1468), where
the Licensors agreed to lease certain areas of the office premises
of 44/F, Offcer Tower, Convention Plaza, 1 Harbour Road, Wan
Chai, Hong Kong To Licensee for the period from 24 January
2019 to 15 May 2020 (both days inclusive), at a monthly rent
HK$580,000 (exclusive of Government rates, management fee and
air-conditioning charges). The annual cap of the said leasing for
the Company for the year ending 31 December 2019 and 2020 is
HK$6,600,000 and HK$2,700,000 respectively.

The terms of the Licence Agreement were negotiated on an
arm’s length basis and the rental chargeable under the Licence
Agreement was determined after taking into account the
prevailing market rental rates as advised by an independent
surveyor engaged by the Company. The Directors (including the
independent non-executive Directors) considered that the Licence
Agreement was entered into in the ordinary and usual course of
business of the Company, and its terms are on normal commercial
terms and are fair and reasonable, and are in the interests of the
Company and the Shareholders as a whole.
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As Kingkey Enterprise is wholly-owned by Mr. Chen lJiarong, the
substantial Shareholder of the Company, holding 21.28% interest
of the Company and also a substantial shareholder of UKF,
therefore Kingkey Enterprise and UKF are connected persons of
the Company. Accordingly, the transaction contemplated thereby
constitutes a connected transaction for the Company under
Chapter 14A of the Listing Rules.

As the highest applicable percentage ratio calculated under the
Listing Rules in respect of the proposed annual cap under the
Licence Agreement is more than 5% but less than 25% and the
proposed annual cap is less than HK$10,000,000, the transaction
contemplated under the Licence Agreement is subject to reporting,
annual review and announcement requirements but exempt
from circular (independent financial advice) and approval of the
Company’s shareholders requirements pursuant to Rule 14A.76(2)
of the Listing Rules.

Save as disclosed above, during the year ended 31 December
2018, the Group has not entered into any connected transactions
or continuing connected transaction for the year which are
required to disclose pursuant to Chapter 14A of the Listing Rules.
Meanwhile, the Company has the necessary internal controls in
place to ensure that the terms of all connected or continuing
connected transactions, if any, are fair and reasonable and in the
interest of the Company and Shareholders as a whole.

MAJOR SUPPLIERS AND CUSTOMERS

The top five suppliers in aggregate and the single largest supplier
of the Group accounted for approximately 100% and 86% of
the Group's total purchases in continuing operations for the year
ended 31 December 2018 respectively.

The top five customers in aggregate and the single largest
customer of the Group accounted for approximately 21% and
10% of the Group's total sales in continuing operations for the
year ended 31 December 2018 respectively.

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

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

Customers

The Group provides direct services/goods to customers and
conduct surveys to interact with them to gain market insights
and feedback. The Group allows a credit period from 7 to 120
days (2017: 7 to 120 days) to its customers. The Group also
continuously evaluates the credit risk of its customers to ensure
appropriateness of the amount of credit granted. Credit terms
are extended to customers based on the evaluation of individual
customer’s financial conditions. No significant recoverability
problem is identified subsequent to the reporting period.

Suppliers

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

FUTURE PROSPECTS & DEVELOPMENT

Hong Kong has become inseparable from China in all aspects,
including economic and political. As mentioned in the previous
annual report, this high correlation leads to a high susceptibility as
China’s economy is still considered a major concern to the Group's
business. In particular, the trade disputes between United States
and China as well as China’s weakening economy posts a material
impact to the Group's train media business. The marketing staff
will pay extra effort to work for more advertising sales orders. The
Hong Kong based recruitment advertising business segment is not
affected in 2018 but a close monitoring will be done in 2019 for
any collateral impact. Meanwhile, any quality projects will also be
taken into consideration.

COMPETING INTERESTS

As at 31 December 2018, no Directors have involved in competing
business or have interests in companies engaging in competing
business with the Group.
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INTERESTS IN SIGNIFICANT CONTRACTS

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

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

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

ARRANGEMENTS TO PURCHASE SHARES

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

SUFFICIENCY OF PUBLIC FLOAT

Throughout the year ended 31 December 2018 and as at the
date of this annual report, based on information that is publicly
available to the Company and within the knowledge of the
Directors, the Directors confirm that the Company maintained
a sufficient prescribed public float of more than 25% of the
Company’s issued shares as required under the Listing Rules.

APPOINTMENT OF INDEPENDENT NON-

EXECUTIVE DIRECTOR

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

CORPORATE GOVERNANCE

A report on the corporate governance practices adopted by the
Company is set out on pages 30 to 42 of the annual report.
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ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

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

EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2018, the Group had 60 employees (2017:
64). The pay scale of the Group’s employees is maintained at a
competitive level and employees are rewarded on a performance-
related basis within the general framework of the Group's salary
and bonus system. Other employees’ benefits include provident
fund, insurance and medical cover.

Key Relationship with Employees

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

EVENTS AFTER REPORT DATE

Details of significant events occurring after the reporting period are
set out in “Event after reporting date” under section “Management
Discussion and Analysis” and note 46 to the financial statements.

AUDITOR

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

On behalf of the Board

Tsang Hing Bun
Executive Director

Hong Kong, 26 March 2019
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The Group has adopted practices which meet the Corporate
Governance Code and Corporate Governance Report for the year
(the “Code”) as set out in Appendix 14 to the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
report describes its corporate governance practices, explains the
applications of the principles of the Code and deviations, if any.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as its own code of
conduct regarding Directors’ securities transactions. Having made
specific enquiry of all Directors, the Company was not aware of
any non-compliance with the required standard as set out in the
Model Code regarding securities transactions by the Directors
throughout the year ended 31 December 2018.

BOARD OF DIRECTORS

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

The Board consider that all of the Independent Non-executive
Directors are independent and has received from each of them the
annual confirmation of independence by the Listing Rules.
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The Board members during the year ended 31 December 2018
were:

Executive Directors

Mr. Liu Gary Wei (resigned subsequently on 23 January 2019)
Mr. Tsang Hing Bun

Non-Executive Directors

Mr. Chen lJiarong (resigned on 28 November 2018)
Mr. Yiu Yu Cheung
Mr. Leung Siu Kee (resigned on 26 January 2018)

Independent Non-Executive Directors

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

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

The Board focuses on overall strategies and policies with particular
attention paid to the growth and financial performance of the
Group. The Board delegates day-to-day operations of the Group
to Executive Directors and senior management of every business
segment, while reserving certain key matters for its approval.

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

The Company had arranged for appropriate liability insurance
for the Directors and officers of the Group for indemnifying their
liabilities arising from corporate activities.

During the year, all Directors have been provided, on a monthly
basis, with the Group’s management information updates to
give them aware of the Group's affairs and facilitates them to
discharge their duties under the relevant requirements of the
Listing Rules.
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There were five Board meetings and one annual general meeting
("AGM") but nil special general meetings held in 2018. Details of
the attendance of each director are as follows:

R-ZZF-N\FEHRTARE

gg& NN IRER
BERE ([RRBFAE])  EREARARRSE
BIRE BEFZHERHBLT:

Attended/Held

HERY SBRE

Directors Board meeting AGM
=} EXEEeR BREAFAE
Mr. Liu Gary Wei (Note 1) RS E (aET) 2/5 171
Mr. Tsang Hing Bun BEELA 5/5 1/1
Mr. Yiu Yu Cheung FEE 5/5 1/1
Mr. Leung Siu Kee (Note 2) RIKESE (BY7E2) N/A i R N/AjE B
Mr. William Keith Jacobsen HEERHEAE 4/5 0/1
Mr. Chan Chiu Hung Alex BREDILE & 5/5 1/1
Mr. Chan Siu Lun REMmELE 5/5 1/1
Mr. Chen liarong (Note 3) BREREE (FH5E3) 0/5 0/1
Notes: Bt -

1. Mr. Liu Gary Wei resigned subsequently on 23 January 2019. 1. Bl EEBEN T NE—A-_+=B&I-
2. Mr. Leung Siu Kee resigned on 26 January 2018. 2. PIKEHER—TE—N\E—A =+ BEF-

3. Mr. Chen Jiarong resigned on 28 November 2018. 3. BRRRAEENR-T—N\F+—AZ+/\BEHE-
Board minutes are kept by the Company Secretary and are open ZBEERE€EHCHHA LA MERGFEIARESESE

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

DIRECTORS AND OFFICERS INSURANCE

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

ACCOUNTABILITY AND AUDIT

The Directors were responsible for overseeing the preparation of
the financial statements for the year ended 31 December 2018.

The Directors’ responsibilities for the preparation of the financial
statements and the auditor’s responsibility are set out in the
Independent Auditor’s Report.
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INTERNAL AUDIT AND RISK MANAGEMENT

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

Risk Management System

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

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

o Evaluation: analyse the likelihood and impact of risks and

evaluate the risk portfolio accordingly.

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

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

Internal Control System

The Board has overall responsibility for the internal controls of the
Company. The Board is committed to implementing an effective
and sound internal control system to safeguard the interest of
the shareholders and the Group's assets. The implementation
enables the Group to achieve objectives regarding effectiveness
and efficiency of operations, reliability of financial reporting and
compliance with applicable laws and regulations.
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The internal control system includes safeguard of the interest of
shareholders and the Group’s assets. The Board has delegated
to management for the implementation of all relevant financial,
operational, compliance controls and risk management function
within a defined framework. During the year ended 31 December
2018, the Board has conducted a review of the system of internal
control and no significant control deficiency was identified.

Internal Audit

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

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

Effectiveness of the Risk Management and Internal
Control Systems

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

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

Mr. Chen Jiarong and Mr. Liu Gary Wei had been the Chairman
and Chief Executive Officer of the Company respectively during
the financial year until 28 November 2018 that Mr. Chen Jiarong
resigned as Chairman and non-executive Director. Subsequently on
23 January 2019, Mr. Liu Gary Wei resigned as executive Director
and Chief Executive Officer of the Company. Both the position of
Chairman and Chief Executive Officer have been vacant and the
daily operation and management of the Company is monitored by
the executive director afterwards.

PROFESSIONAL DEVELOPMENT

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

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

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

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

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

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

(0) to review and monitor the Company’s policies and practices
in compliance with legal and regulatory requirements;

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

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

COMPANY SECRETARY

During the year ended 31 December 2018, the Company
Secretary has duly complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules.

REMUNERATION COMMITTEE

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

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

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

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

- to review and approve the management’'s remuneration
proposals with reference to corporate goals and objectives
resolved by the Board from time to time.
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The principal elements of executive remuneration package
include basic salary, discretionary bonus and share option. The
emoluments of Executive Directors are based on skill, knowledge
and involvement in the Company’s affairs of each Director and
are determined by reference to the Company’s performance and
profitability, as well as remuneration benchmark the industry and
the prevailing market conditions.

During the year, a meeting with 100% attendance of the
Remuneration Committee’s members was duly held for reviewing
the remuneration policy and structure and determination of the
annual remuneration packages of the Executive Directors and the
senior executives and other related matters.

Pursuant to paragraph B.1.5 of Code, the remuneration of the
members of the senior management by band for the year ended
31 December 2018 is set out below:

Remuneration band

ISR
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No. of Individuals

A

HK$2,000,001 — HK$2,500,000

NOMINATION COMMITTEE

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

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

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

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

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

The Audit Committee held two meetings in 2018. All Committee
members attended the two meetings.

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

The Group’s 2018 interim report and 2018 annual report have
been reviewed by the Audit Committee, which was of the
opinion that such reports were prepared in accordance with the
applicable accounting standards and requirements. For the 2018
annual report, the Audit Committee met with the external auditor
to discuss auditing, internal control, statutory compliance and
financial reporting matters before recommending it to the Board
for approval. The Audit Committee also monitored the Company’s
progress in implementing the code provisions on corporate
governance practices as required under the Listing Rules.

AUDITOR’S REMUNERATION

The fees in relation to the audit service provided by BDO Limited,
the external auditor of the Company, for the year ended 31
December 2018 amounted to HK$620,000 (2017: HK$600,000),
and those in relation to non-audit services was HK$150,000 (2017:
HK$150,000).
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COMMUNICATIONS WITH SHAREHOLDERS

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

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

- periodic disclosure through the annual and interim reports;
- notices of meetings and explanatory material;

- the annual general meetings and other general meetings;
and

- the Company’s website at www.kk-culture.com

The Board endeavours to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings
or other general meetings to communicate with shareholders
and encourage their participation. Most of the Board members
including all executive Directors attended the annual general
meeting held in 2018 to answer questions and collect views of
shareholders, if any. The chairmen of the audit and nomination
committees and the external auditor also attended the annual
general meeting to answer questions of shareholders.
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Procedures for members to convene a special
general meeting (“SGM")

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

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

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

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

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

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

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

Procedures for directing shareholders’ enquiries
to the Board

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

Procedures for putting forward proposals at a
general meeting

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

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

(i)

(iii)

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

HMEMEREE AAWEBEXREFES
(VFRBRFABRBAFAGZERE + K(ii)
BEHERAERM  EEBERRAXNE
EREENAESHENER  UEARAF
RBZEERAZBEMBRFTERER
BRK, AR EEHAEKREZAR
o MR WMERBEYRBEBBRRAREFA
RHFRBARNARRS L B M ixE
Z X HERRR &S AL AER - miEE
ZRBEB I ENABRRBFARASHE
FA R T ERBIRA G MER -

CONSTITUTIONAL DOCUMENTS HEBEREH

There are no changes in the constitutional documents of the ARG ZAMBEREHFRFAL EES -

Company during the year.

DIVIDEND POLICY IR EBER

The Company is committed to sharing the results with ZAABHHERED FTRE R EEKFTEDR
Shareholders while striking a balance of continuous development & 2 FEEUS T - 5 B AIABIFSARN - £ R
of its business. Given the current financial condition, the possible FIREFHE BRI B E R » AQ &) I £ B A AL 8K
financial resources needed for business development, the K fWHIRARMIEN  BEMEBNFRPIEE-

Company does not have a concrete dividend policy. It will be
disclosed in later annual report when such condition exists.
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APPROACH

KK Culture Holdings Limited (“KK Culture” or the “Company”)
and its subsidiaries (collectively, the “Group” or “we”) are
committed to maintaining the strong position as a leading
advertising agency service provider in Hong Kong and the People’s
Republic of China (“the PRC"), while integrating sustainability into
our business strategy. Various factors, including business related
challenges, work ethics, global trends, laws and regulations, etc.,
are taken into account in order to constantly promote business
growth and achieve sustainability.

The Group recognizes its responsibility to be accountable to
all its stakeholders, including customers, potential investors
and shareholders, employees, suppliers, non-governmental
organizations (“NGOs") and local community. Understanding
the needs and expectations of the stakeholders is the key to
the Group's success. As each stakeholder requires a different
engagement approach, the Group has established a tailor-made
communication method in order to better meet each stakeholder’s
expectations.

Within the Group, we place a huge emphasis on monitoring
the risks and exploring potential opportunities. For the sake
of striking a balance among business needs, social demands
and environmental impacts, we are committed to continuously
monitoring the risks and opportunities which exist in our daily
operations, and embracing transparent corporate culture to ensure
that our sustainability strategies are well communicated to our
employees, customers, suppliers, the communities and other
stakeholders.

To implement sustainability strategies which apply to all levels of
the Group, the top-down approach is adopted for the following
sustainability strategies:

1. To achieve environmental sustainability

2. To respect human rights and social culture
3 To engage with stakeholders

4. To support our employees

5. To sustain local communities
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ABOUT THIS REPORT

The Group is pleased to present its Environmental, Social and
Governance (“ESG") Report. The content contained herein
focuses on providing an overview of the environmental, social
and governance performance of our major operations in both
Hong Kong and the PRC for the year ended 31 December 2018
(the "Reporting Year”). It helps us to keep a close eye on our
current performance as well as the opportunities to improve our
performance. The Reporting Year coincides with our financial year.

Scope of the Report

This report has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” in
Appendix 27 to the Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The two ESG subject areas, namely
Environmental and Social, are disclosed separately, highlighting
the impacts of the operations of two major business units, namely
train media business under HK Made (Media) Limited (“HK Made")
and Recruit Magazine business under Recruit & Company Limited
(“Recruit”), in Hong Kong and the PRC from 1 January 2018 to
31 December 2018.

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

o The Hong Kong and the PRC's advertising agency industry;

o The current or future environment or society in which we
operate;

° Our financial performance or operations; and/or

° Our stakeholders’ assessments, decisions and actions.

The data and information used in this report are referenced from
our archived documents, records, statistics and research. Financial
data is extracted from or calculated based on the Group's audited
annual financial statements for the year ended 31 December
2018.
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ABOUT KK CULTURE

Our Business

KK Culture was listed in GEM of the Stock Exchange in 2000 and
successfully transferred to the Main Board of the Stock Exchange
in 2007 (stock code: 550). The principal operating activity of the
Group is provision of advertising agency services through train
media, paper media and digital media. The Group is the exclusive
advertising agent of the Guangzhou-Shenzhen China Railway
High-speed Harmony Series trains. The Group has also established
its own advertising magazine — Recruit Magazine. Due to the high
quality of our advertising agency services, we have maintained the
leading position in the industry.

Our Vision
To maintain the leading position in the industry in order to provide
high quality advertising agency service in Hong Kong and the PRC.

Our Mission

To provide the best-in-class service to meet customers’ demands
and create value to the shareholders and investors based on our
unigue and mature advertising network.

Board of Directors (the “Board”)

As at the date of this announcement, the Board consists of:

Executive Director

HITES FHUITES

Non-Executive Director
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BEARERY EFEXERE:

Independent Non-Executive
Directors

BYFHTES

Mr. Tsang Hing Bun
EEERE HFAELE

Mr. Yiu Yu Cheung

Mr. Chan Siu Lun
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Mr. William Keith Jacobsen
HEERELE

Mr. Chan Chiu Hung Alex
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OUR STAKEHOLDERS

KK Culture actively strives to better understand and engage our
stakeholders to ensure continuous improvements. We strongly
believe that our stakeholders play a crucial role in sustaining the
success of our business in the challenging market.

EHvEREA

KKXAETEBE RN T 7 M B i 2 A A VR RFE(R
FEMERR -BMARE RANEZAEEEH
EZNAG  UBRMAXEBERHAEKOTES
SRS ©

Stakeholders Probable issues of concern Communication and responses
A AIREEE R R RE BIREAE
HKEX Compliance with listing rules, timely and Meetings, training, roadshows, workshops,
accurate announcements. programs, website updates and
announcements.
BB FTRAIEEST  REERNAE - & B e BKE - FHE - BUERMN
N=K
Government Compliance with laws and regulations, Interaction and visits, government inspections,
prevention of tax evasion, and social tax returns and other information.
welfare.
2¢/5} EREREVEST DL (B ER o EFMER BARE  ARBHRREME
B o
Suppliers Payment schedule, stable demand. Site visits.
HEn NEEE RBEFK- BihE 5 o
Shareholders/Investors Corporate governance system, business Organizing and participating in seminars,
strategies and performance, and investment interviews, shareholders’ meetings, issue of
returns. financial reports and/or operation reports
for investors, media and analysts.
R REE NAIERBR EBEBMEERIRED HABMSERKREE FENMSTAHANE -

e A BRRAE  BHHBRER,LEER
4,
Media & Public Corporate governance, environmental Issue of newsletters on the Company's
protection, and human right. website.

HERAR NEIER RIFRERARE- TEAR A R uh_E 3 hima o
Customers Product quality, delivery times, reasonable Site visits, and after-sales services.

prices, service value, labour protection and

work safety.

BF EndE RERH BRAE REE BENERLREZRS-

B SBERENTIEL R

Employees Rights and benefits, employee compensation, Union activities, trainings, interviews for
training and development, work hours, and employees, employee handbooks, internal

working environment.
BEMAEN - BB R - B R
Ry ) 2 TAEERIR

7l
il
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Stakeholders Probable issues of concern

Communication and responses

BEEEE

R A A RE B E R R

Community Community environment, employment
and community development, and social
welfare.

Zad HBRIRIR  HEMLRER LSRN -

SECTION A: ENVIRONMENTAL

The Group is committed to enhancing its service quality and
expanding its business while not sacrificing the environment in
exchange. We strongly believe that a healthy environment is the
basis of the Group’s sustainable development. Thus, we will strive
hard to integrate environmental sustainability into our business
operations through various measures so as to decrease the related
carbon emission level and the relevant intensity.

For the Reporting Year, there was no material non-compliance
issue with relevant laws and regulations related to the
environment. The Group will continue to be alert to any non-
compliance behavior relating to critical environmental problems.

Air Pollution Emission

As the Group’s core business activity is provision of advertising
agency services, there was no material air pollutants, such as
nitrogen oxides (“NOx"), sulfur oxides (“SOx"”) and particulate
matter (“PM"), emitted from our daily operations during the
Reporting Year.

Greenhouse Gases Emission & Electricity Consumption

During the Reporting Year, the total greenhouse gases (“GHG")
emission by the Group weighted approximately 133 tons. The
major sources of the GHG emission by the Group were electricity
consumption and the usage of directors’ automobile, in which
they comprised of approximately 95% and 5% of the Group’s
GHG emissions respectively. Alongside the aforementioned sources,
there were also indirect emission source noted as the electricity
used for processing fresh water and sewage and paper waste
disposal at landfills, which comprised of approximately 0.4% of
the Group’s GHG emissions. In respect of our 60 employees, the
GHG emission intensity was approximately 2 tons per employee
during the Reporting Year.

Community activities, employee voluntary
activities, community welfare subsidies and
charitable donations.
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GHG produced
in 2017 (tons)

GHG produced

in 2018 (tons) Change in %

—E—tE —E-N\E
EENBE EENBE
GHG Emission Sources BEREHERRIE K8 (mg) K8 (mg) BEHEIL
Electricity consumption’ HEE 138.05 126.35 | 8.5%
Automobile usage’ BHHFEAE 7.24 6.48 | 10.5%
Electricity used for processing fresh  BRIEA /K K35 7KH)
water and sewage? REE2 0.06 0.05 | 16.7%
Paper waste disposal BE AR B IR 0.53 0.48 | 9.4%
Grand total &5t 145.88 133.35 | 8.6%
1 Previous published data for 2016/17 are restated due to the latest 1 BERBH T —RF /T —tEEEEA

announced emission factor and revisions in automobile usage.

2 The per unit electricity consumption for processing fresh water and
sewage was at 0.575 and 0.2886 kWh in Hong Kong respectively
according to the 2016/2017 Annual Report of Water Supplies
Department and Drainage Services Department, HKSAR.

During the Reporting Year, the total electricity consumption of the
Group was approximately 172 MWh, contributing to approximately
126 tons of aforementioned GHG emissions. In respect of our 60
employees, the electricity consumption intensity was approximately
3 MWh per employee during the Reporting Year.

As electricity consumption was the culprit of our carbon emissions,
we strive to trim off the unnecessary usage of electricity energy
by all means. Thus, we have implemented the following effective
measures to alleviate the adverse impacts on the environment. We
adopt natural lighting design for our offices in order to reduce the
excess usage of electrical lighting. We also acquire energy efficient
appliances in our office and use central air-conditioning with a
maximum of 24 degree Celsius. We encourage our staff to switch
off all idle appliances before leaving the offices.

KK Culture Holdings Limited
Annual Report 2018

48

REHRAMOFERERREREAENETM
wES|

2. BRESBBITREKEERRBEE-S—X
F/ B FENFER BARRAKKFK
NEBEMFEEE D B/A0.575/%0.2886 T FLA °

RBEFE  ~EBENRAESHA172KER -
EAA1261E R LR EREVENE - BiEMA960
HREREME RBEEFENBREENAERE
W B3IIRFLE

HRAEERRMMERN IR RANFEBE
ERERRD TV ENAEE - HAIRTEHKR
TOERHE OB REN M E - B iFIH
MOERA B AR WA BERERA -
BATERAELENEES  LERRS24%
REMFRZER - RPZBE TERMFAR Q=R
FRtE T B E R



Environmental, Social and Governance Report
RiE g kEosms

Natural Lighting
EES237

Energy-Efficient Appliance Centralized Air-Conditioning and Energy-Saving Labels
EREE 2] hREFRGREEER
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The above measures successfully help us slash the electricity
consumption as well as the carbon emissions. Compared to
the electricity consumption of approximately 188 MWh with
corresponding 138 tons of GHG emissions in 2017, there was a
decline in both aspects for 8.6% and 8.5% respectively during the
Reporting Year.

During the Reporting Year, HK Made has significantly cut
electricity consumption and GHG emissions by 10.2%. Same as
HK Made, Recruit managed to reduce both electricity consumption
and GHG emission by 7.8%. The above decline was attributed to
our employees’ efforts which showed the triumphant results of
the advocacy on environmental awareness among the Group.

Lﬁt B HERK T W B B PI B R A E = AR BE AR o
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RRETE - BEREAEALAEERAZR

BHRE10.2% - BFEBEEBN 1 (T E)
RIBAT 8%HMAEE MRERBHME - Lt

BIETBREFIERENS W EREARERNEER
PRE AR -

HK Made’s Electricity Consumption and GHG Emissions
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Recruit's Electricity Consumption and GHG Emissions
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B RERBHHNE
Water Consumption BIA Ak

During the Reporting Year, the total water consumption amounted
to 83.52 m?, with a decrease of approximately 6.6% compared
to 89.40 m? in 2017. We have hired professionals to conduct
regular checks on water plumb to prevent water leakage. Also, we
have spur our staff to use less water when unnecessary. By these
means, we will continue to curb the water consumption level.

As our water sources were from the governmental body, there
was no water supply issue identified for the Reporting Year.

Waste Management

As the Group is principally engaged in provision of advertising
agency services, there was no hazardous waste produced in our
business operations during the Reporting Year.
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The non-hazardous wastes produced by the Group were mainly
the leftover of pillow cases on the Guangzhou-Shenzhen China
Railway High-speed Harmony Series trains and the paper waste.
The number of pillow cases leftover was amounted to 194,000,
which was a 39.4% increase compared to 139,180 in 2017 due to
the more frequent logistics. The paper waste disposed weighted
to 100 kg during the Reporting Year. To advocate paperless work
environment, we encourage our employees to use electronic
documents and systems instead of printed documents. In addition,
we place a drawer for scrap paper next to the printer. Employees
can reuse the paper for one-off printing or note-taking instead of
disposing the waste paper.

T\ }
Drawer collecting scrap paper

Yot 5= BB AR O e R

SECTION B: SOCIAL

Employment

The Group places huge importance on its most treasurable
assets — its employees. We value our employees’ contribution
and dedication to our business development. For the sake of the
mutual interests for both, we aim to grow with our employees for
the future boom of the Group.

Employee Remuneration and Benefits

Compensation and benefits play a critical role in our ability to
attract, retain and motivate our workforce. We offer a wide variety
of leave entitlements for different circumstances such as maternity
leave, paternity leave, marriage leave, study leave, compassionate
leave and compensation leave. Furthermore, our employees are
entitled to benefits such as medical insurance which includes
China Medical Insurance, dental services, annual medical check-
up and clinical benefits. Extra benefits, including but not limited
to meal allowance, travel allowance, education sponsorship,
dental consultation, door lock allowance, medical allowance and
marriage gift, are also offered to our employees.
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During the Reporting Year, we organised recreational activities
such as annual dinner and regular gatherings to promote the
work-life balance culture in our work environment, as well as to
enhance harmony among the Group.

We continuously assess our employees based on their performance
for the decision of salary adjustment, bonus amount and
promotion chance in order to keep them up to the Group's
standard and reward them for their contributions.

During the Reporting Year, the market competitive employee
benefits and long-term favorable relationship with our employees
help keep the monthly average turnover rate as low as
approximately 1.3%.
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in Hong Kong and other relevant laws and regulations which
cover all employment protection and benefits.
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Harmonious Workplace

In order to diversify the background exposure of the Group, we
hire people based on experience, expertise and values, regardless
of race, creed, national origin, ancestry, sex, marital status,
disability, religious or political affiliation, age or sexual orientation.
We promote equal opportunities and diversity for all employees.
We believe that all employees shall have their right to work in
an environment free of discrimination, harassment, vilification
and victimization. We do not tolerate such behaviour under any
circumstances.

As at 31 December 2018, our employees’ male-to-female ratio was
approximately 1:1, with 28 as male and 32 as female. We have
successfully achieved gender equality in our work environment.
In addition, our employees are from different age groups. In
respect of our harmonious work environment and effective human
resources policies, 52% of our staff have contributed for the
Group for over 10 years, and 78% of our employees served for 3
years or above. We treasure every single employee and strive for
building a trustful and strong bond with them. We aim to drive
employee engagement and retention in the future.

Employee Structure by
Age Group
RERERSDNIESESE

30,3% 3%
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Health and Safety

The Group is committed to safeguarding the safety, health and
welfare of all employees. To redeem our commitment, we have
included certain safety policies in the staff handbook for our
staff’s reference. Working arrangement during typhoon and
rainstorm has been clearly specified to avoid any confusion which
might lead to safety issue.

The Group maintains a healthy and safe environment in the office
as well. We notice the preparedness for the potential accidents.
Thus, there are first aid boxes placed in the office in case any
injury happens. For the same reason, there are enough fire
extinguishers equipped in the office area.

REMZZ
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SEBFI AR RMEETFMPHIILLL
2HE UHET2E - BPIAESRERENER
HIFMO TER - LB R EM A EH L EMHE
HYREL ©

AEETERAEETRERZZHERE - 1M
RAEREEEHINER - I%E%QZ&ﬁ%
B NENEZEESR - BRRAERE - AR
B R R SIRBNES ©

The Group strictly abides by the Section 15 of the Employees’
Compensation Ordinance to report any accident to the
Commissioner for Labour. We are pleased to announce that there
was no work injury cases reported within the Group for the
Reporting Year. We will continue to provide a safe and healthy
work environment to our employees.
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Development and Training

The Group underlines the indispensableness of employee
improvement. The Group encourages its staff to attend external
job-related courses to enhance their professional skills and
knowledge. The Group provides a 50% to 70% subsidy for the
tuition fee of the relevant courses. We also focus on the ability
requirements of each level of employees to ensure that our
employees are grooming with the Company at the same time.
As mentioned in Employee Remuneration and Benefits, we will
regularly assess our employees based on their performance. For
those employees who lag behind, we will provide directed training
on their weaknesses so as to strengthen their required skills and
knowledge in order to keep them up to the Group's standards for
the mutual interests between the two.

Labor Standards

The Group strictly abides by the relevant laws and regulations
with regard to child labour, minimum wage specified by the
government, and Social Insurance and Housing Provident Fund
scheme. We are delighted to announce that we have not
encountered major risks in human rights and employment matters
so far. The Group guarantees that no employee is made to work
against his/her will, or work under forced labour, or subject to
coercion related to work. Recruitment of child labour is strictly
prohibited. There was no employee recruited under the age of 18.
Through the whistle-blowing mechanism, employees are able to
voice out injustice they face.

Supply Chain Management

In order to promote our sustainability values along our value
chain, we have stepped up efforts to ensure all supply chain
management practices are implemented strictly in compliance with
local laws and regulations. Each of our business units has its own
proper tendering and evaluation procedures to identify quality
suppliers. Other than evaluating their price competitiveness, our
supplier selection process will also take the supplier’s background,
qualification, management model, the provision of quality
service, financial health status, past experience in similar service,
fulfilment of contract, social and environmental compliance and
follow-up services into consideration. To continuously improve
our supplier management system, we carry out performance
evaluation on our suppliers regularly. Those suppliers who fail to
meet our requirements will be disqualified and cooperation will be
terminated.
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Besides the suppliers, we also place huge importance on our
customer network. As at 31 December 2018, we are proud of
being the exclusive advertising agent of the Guangzhou-Shenzhen
China Railway High-speed Harmony Series trains. The Group has
also successfully built its extensive web for providing advertising
agency services to a spectrum of companies and industries
through various channels and platforms.

Product Responsibility

We have an extensive quality assurance process which includes
the monitoring of supplier performance and quality control to
ensure that our products are complied with relevant local laws and
regulations, such as Prevention of Child Pornography Ordinance.
We place great value on feedbacks from customers, especially
those help us identify areas for improvements. If we receive
complaints, we act immediately to resolve the issue with effective
corrective actions. In addition, any complaints received are
discussed and reviewed by management during regular meetings
to ensure that preventative actions are implemented to avoid
similar issues arising in the future. During the Reporting Year, no
complaints from our customers was reported within the Group.

In respect of handling and protecting customers’ data, written
policies and procedures are concretely stated in the Staff
Handbook. The Staff Handbook covers the topics including the
handling of confidential information, security of confidential
information and disclosure of confidential information.
Unauthorised access of the Group’s information system is
strictly prohibited. Confidential information is also under strict
monitor to prevent any direct or indirect information leakage to
external parties through any means. Furthermore, we remind our
employees to adhere to Personal Data (Privacy) Ordinance (Cap.
486) and other relevant regulations in order to ensure customers’
personal data is protected.

We respect intellectual property rights and we are committed
to purchasing genuine copyrighted products such as computer
software. Fundamental guidelines are provided to our employees
to ensure they do not infringe upon any third party intellectual
properties such as trademark and copyrights. Breach of the
above by an employee will lead to disciplinary or even legal
actions. Copyright violation is an ever-increasing concern for the
advertising industry. Before putting copyrighted image on our
product, we ensure that we have already obtained the consent
from the relevant copyright holder.
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Anti-Corruption

The Group has established an “Anti-Corruption Policy” in the Staff
Handbook to state clearly the definition of bribery and corruption,
the Group’s stance and the responsibilities of its employees. The
Group severely prohibits its employees to accept any forms of
gifts and benefits beyond proper permission. During the Reporting
Year, there was no concluded legal case regarding any forms of
fraud brought against the Group or its employees.

The Group encourages its employees to report alleged
malpractices or misconduct. We value and welcome our employees
to report any suspected malpractices through various channels.
Management take immediate action to investigate the issue.
The Group promises to fully support the whistle-blower and the
identity of the whistle-blower is also well protected.

Community Investment

The Group encourages its staff to be actively involved in the
community investment. We have donated HK$5,000 to Hong
Kong Anti-Cancer Society during the Reporting Year. We imitate
to invest more resources into the voluntary section in the future
for the sake of positively contributing to the society.
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KEY PERFORMANCE INDICATORS ERERIER
PART A. ENVIRONMENTAL EALDRIERE
Energy use and Year ended Year ended
Location of operations emissions Unit 31 December 2017 31 December 2018
BE_T—+F BE-Z—N\F
EEihE BEIRBE A R BE K By TZA=T—HILFE =+—HLFE
HK Made Electricity kWh 63,832 57,352
EEBUE ) FEB
KG CO2 40,214 36,132
T a1k hix
Recruit Electricity kWh 123,841 114,195
(A E) 5 T FLEF
KG CO2 97,834 90,214
Fr_|E(Hk
HK Made Water Cubic metre 89.40 83.52
EBEUE 7K ST K
KG CO2 63 50
Fr &bk
Recruit Fuel Litres 2,675.61 2,392.36
(T E) 1R 7+
CH4 KG CO2 14 13
R bt T —&1bhx
N20 KG CO2 917 820
—&t=R® T a4tz
CO2 KG CO2 6,314 5,646
—&1biix T4
Year ended Year ended
Location of operations Resources Unit 31 December 2017 31 December 2018
HE-T—+tF BE-ZE-—N\F
Eeih R iR By TZA=+—HIEFE +=ZA=+—HLFE
Hong Kong Pillow Case Number 139,180 194,000
O ME &l
Hong Kong Paper KG 110 100
B i Fr
KG CO2 528 480
Fr-|E bk
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PART B. SOCIAL

Year ended Year ended
31 December 31 December
2017 2018
BHE-Z—+tF BE-ZE—N\E
+=—A=+—H8 +=BA=+—H
Employment Indicators MEEE IFFE LHFE
Employment EBEAEER
Total number of employees EEHEE 77 60
By gender ZIERE D
Male S 29 28
Female g 48 32
By age group RERMERE D
18 to 25 185 E255% 2 2
26 to 35 265X =355% 11 10
36 to 45 367 2455% 35 31
46 to 55 46BRE555% 17 13
56 to 65 567% £ 655% 11 2
Over 65 655 A = 1 2
By region LR E o
Hong Kong B 77 60
By employment type RERBHEFRENES
Permanent E=X 64 60
Part-time e 13 (]
Year ended Year ended
31 December 31 December
2017 2018
HEZZ—+tF BE-Z—N\F
+=ZA=+—H +=B=+—H
Employment Indicators MEER IEEE LLEE
Employee turnover BEERER
Total number of employee turnover BERKBE 9 10
By gender IR E D
Male S 5 4
Female I 4 6
By age group BERERE D
18 to 25 18R E255%, 0 0
26 to 35 2655 2355% 7 5
36 to 45 36 E458% 2 4
46 to 55 465X E555%, 0 0
56 to 65 567X 2 655% 0 1
Over 65 653K A 0 0
By region =i &5
Hong Kong B 9 10
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Year ended Year ended
31 December 31 December
2017 2018
HE—_T—+F BE-F-N\F
t=-ZHA=t—8B +=A=+-—H
Health and Safety Indicators BREMZ2ERE IEFE LtHEE
Number of reported injuries WMEXBAHE N/A i N/ATEHR
Injury rate RGE N/ATNE A N/ATEH
Number of lost days RIKRE N/AjE N/ATEH
Lost day rate MRIR N/ATT 8 FR N/ATE A
Year ended Year ended
31 December 31 December
2017 2018
BHE-_Z—+F BEZZ-N\F
+t-—A=t—8B +=A=+-—H
Development and Training Indicators BREEIEE IEFE LFE
Total number of hours of internal training EEEXAEREII B2
received by employees 1 N/ATEH
Average hours of training per employee by BEEB FHEIRE
gender IR E D
Male S 0 N/ATIE A
Female Egcd 1% N/ATE A
Average hours of training per employee by FBREEFHETIRE
employment category RERBAEFRERNZS
Entry level g 0 N/ATEH
Middle level H 1.5 N/ATE A
Management level EIE 0 N/ATE A
Year ended Year ended
31 December 31 December
2017 2018
HEZZT—+F HE-Z-—NF
+=—A=+—8 +=B=+—H
Supply Chain Indicators ftRESRIEAE 1EFE LHFE
Supplier management HEmER
Total number of suppliers IR A8 9 9
By region R = &5
Hong Kong B 7 7
Mainland China Hp B K e 2 2
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Year ended Year ended

31 December 31 December

2017 2018

HE-Z—+tF BE-ZE—N\E

t+t=ZA=+—8 +=A=+-H

Product Responsibility Indicators EmETEE IEFE LtHEE

Product Responsibility EmAT

Total number of products ordered FIEHE B N/ATNE A N/ATEH
Total number of products subject to recalls for HRLZEMERERAMS T

safety and health reason BREIMEMBE N/AjE R N/ATEH

Total number of complaints received BRI B 2 N/ATT 3 R N/ATE A

Year ended Year ended

31 December 31 December

2017 2018

HE-Z—+tF BE-ZE—N\E

+t=ZA=+—8 +=A=+-H

Community Indicators HEEE IEFE LHEE

Community investment HEKE HK$ATT HK$# T

Corporate charitable donation hE¥E=EE 500.00 5,000.00

Employee volunteering B B ERERRTS Headcount#2%l Headcountf#

Number of employee volunteer BEEFEEAH N/AjE R N/ATEHR
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Independent Auditor’'s Report

IBDO

TO THE MEMBERS OF KK CULTURE HOLDINGS LIMITED

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

8 N A% BRI R

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EiE 1 +85222188288 HEETFEER1115E
8K : +85228152239 KkZr254E
www.bdo.com.hk
HKK L EZERER A RRE

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

OPINION

We have audited the consolidated financial statements of KK
Culture Holdings Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) set out on pages 70 to 208,
which comprise the consolidated statement of financial position as
at 31 December 2018, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

Goodwill and other intangible assets impairment
assessment

Refer to Notes 18 and 19 to the consolidated financial statements
and the Group’s significant accounting policies and critical
accounting estimates and judgements set out in Note 2.7, 2.8 and
4(iv)

As at 31 December 2018, before taking consideration of the
current year's impairment assessment, the Group had goodwill
of HK$3,211,000 and other intangible assets of HK$42,861,000
respectively. Goodwill is assessed for impairment annually.
Furthermore, other intangibles assets are tested for impairment
where an indicator of impairment arises.

Management has performed impairment assessment of these
assets in accordance with the Group’s accounting policies. The
Group engaged an independent professional valuer to assess
the recoverable amounts of cash-generating unit (“CGU") to
which the goodwill and other intangible assets belonged. Based
on value-in-use calculation, the recoverable amount of the CGU
was less than its carrying amount, hence the Group recognised
impairment in respect of goodwill and other intangible assets
of HK$3,211,000 and HK$20,012,000 respectively during the
year. The determination of the value-in-use of the CGU involved
significant assumptions and judgements made by management
concerning the estimated future cash flows and other key inputs.

We have identified impairment assessment of goodwill and other
intangible assets as a key audit matter because of its significance
to the consolidated financial statements and because the value-in-
use calculations involve significant management judgement with
respect to the discount rate and the underlying cash flows, in
particular future revenue growth.
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KEY AUDIT MATTERS (Continued)
Our response:

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

Assessing the valuation methodology;

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

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

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

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

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

- Performing sensitivity analyses including assessing the effect
of a change in the key assumptions to the recoverable
amounts of the CGUs.

Impairment of trade receivables

Refer to Note 23 to the consolidated financial statements and
the Group’s significant accounting policies and critical accounting
estimates and judgements set out in Note 2.9 and 4(i)

As at 31 December 2018, before taking consideration of
the expected credit losses, the Group had trade receivables
of HK$20,214,000. There is a risk that the carrying value of
trade receivables is not recoverable. Management’s impairment
assessment was based on evaluation of collectability, including
ageing analysis of, each debtor, which required exercise of
management’s judgment on the current creditworthiness, and
the past collection history, of each customer. Management made
a provision for impairment of trade receivables amounting to
HK$8,314,000 as at 31 December 2018.
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Independent Auditor’s Report
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KEY AUDIT MATTERS (Continued)
Impairment of trade receivables (Continued)

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

Our response:

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

- Ascertaining our understanding on the policy and operating
effectiveness of internal controls which oversee credit control,
debt collection and estimate of expected credit losses;

- Assessing, on a sample basis, whether items in the trade
receivables ageing report were classified within the
appropriate ageing bracket by comparing individual items
in the report with the relevant sales invoices;

- Assessing the reasonableness of management’s loss
allowance estimates by examining the information used by
management to form such judgements, including testing
the accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately adjusted
based on current economic conditions and forward-looking
information; and

- Inspecting subsequent cash receipts from customers after
the financial year end relating to trade receivables which
are past due but not impaired balances as at 31 December
2018, on a sample basis.

OTHER INFORMATION IN THE ANNUAL REPORT

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

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

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

KK Culture Holdings Limited
Annual Report 2018
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Independent Auditor’'s Report

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group's
financial reporting process. The Audit Committee assists the
directors in discharging their responsibilities in this regard.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

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

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

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

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

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

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

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

BDO Limited
Certified Public Accountants

Au Yiu Kwan
Practising Certificate Number P05018

Hong Kong, 26 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

AreEm M EAM R E WS

For the year ended 31 December 2018

BE_T-N\F+-A=+—HLFE

2018 2017
—E-N\F —E—tF
Notes HK$°000 HK$'000
BT 5E FET FHIT

Turnover =E S 5 73,064 98,534
Direct operating costs BEEKLERA (23,266) (17,350)
Gross profit EX 49,798 81,184
Other income E AU A 7 18,926 6,336
Selling and distribution costs SHE R HKA (22,386) (17,224)
Administrative and other operating T R Eth &L E R

expenses (104,421) (143,559)
Expected credit losses on trade B 5 R E M REWKIE

and other receivables and loan AR EWERZ

receivables, net of reversal TEHEEEE

HER ] (3.662) (4,718)

Gain/(Loss) on disposals of a HE—RHRBARZ

subsidiary Wz (BE) 40 15,159 (1,331)
Impairment of goodwill EEVERE 18 (3.211) =
Impairment of other intangible assets ~ E fth #E & ERE 19 (20,012) =
Finance costs B 75 & A 8 (4,355) (2,213)
Loss before income tax BRATIS B AIE 18 9 (74,164) (81,525)
Income tax (expense)/credit Frs®t (Ax) % 12 (1,193) 6,051
Loss for the year REEEIE (75,357) (75,474)
Other comprehensive income Hih2mEU &R
Items that will not be reclassified to  # T EEZHHHE

profit or loss: BamoIHA
Fair value loss on investments in BAFEERTAEM

equity investments at fair value EHE W 2 BRA&

through other comprehensive BRRERN AT

income BEEE (3,578) =
Items that may be reclassified AJBERE 12 BT

subsequently to profit or loss: EEmHE
Release of exchange reserve upon  RAHE—HEAF

disposal of a subsidiary A 12 (o] [ 5 1 - 940
Fair value gain on available-for-sale ~ AIEHEHBEEZ

financial assets A EEKE - 978
Other comprehensive income for HREFHMEMEKE

the year, net of tax HIBRFR 18 (3,578) 1,918
Total comprehensive income for AFEEZHE KA

the year (78,935) (73,556)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

[ /_\ N/ 7\ LI& \ 7/
meEmMEMERE RS
For the year ended 31 December 2018
BHE-_ZT - \F+_A=1T—HILFE
2018 2017
—E-NF  —Ttf
Notes HK$°000 HK$'000
B F#&T FHAT
Loss for the year attributable to: LA N ALREEREE
Ba:
Equity shareholders of the Company 7N Rl #Ezs AR R (55,952) (57,834)
Non-controlling interests FEIE AR M (19,405) (17,640)
(75.357) (75,474)
Total comprehensive income RTFATEEEE
attributable to: W sk 4 5E
Equity shareholders of the Company N2 Rz A R (59,530) (55,916)
Non-controlling interests VAR M 2 (19,405) (17,640)
(78,935) (73,556)
Loss per share BREE 14
Basic and diluted HARN 55 (HK14.05 cents  (HK15.62 cents
Al 7B AI)
KK AL IZRR B BR A 7 7 1
2018F F 3R



Consohdated Statement of Financial Position
NN\
/\\/T\ Zr Hj( /R %‘%
As at 31 December 2018
RZZE—NF+=-A=+—H
2018 2017
—E-N\E —+4F
Notes HK$'000 HK$'000
B cE FTHx FET
ASSETS AND LIABILITIES BEEESE
Non-current assets FRBEE
Property, plant and equipment W - BB Rk 15 6,387 1,514
Investment properties B 17 9,631 27,066
Goodwill Bk 18 - 3,211
Other intangible assets Hitmp A E 19 22,849 157,913
Available-for-sale financial assets AN ENEEE 20 - 17,369
Equity instruments at fair value through R A F(EE AEMEE
other comprehensive income Witz IRART A 21 26,852 =
Loan receivables EWE R 22 11,407 4,000
Deposit for acquisition of property, W - BB KRR
plant and equipment e 24 - 3,988
77,126 215,061
Current assets RBEE
Trade receivables Z ZEWRIE 23 11,900 26,520
Other receivables and deposits Hp B R RE 24 43,665 26,141
Tax recoverable A EIH IR 813 32
Loan receivables EME R 22 3,880 =
Cash and cash equivalents ReMReFHEER 26 109,500 28,472
169,758 81,165
Non-current assets classified as held for 5l A EFENIERE
sale BE 27 - 28,588
169,758 109,753
Current liabilities TEEE
Contract liabilities BHEE 25 612 =
Other payables and accruals Hib A RIBRE Y 28 5,578 12,413
Amounts due to non-controlling ER—MEHRE AR
interests of a subsidiary FEFE R R R 2R 29 22,884 6,750
Amount due to a director BN —RZZEFA 29 3,593 =
Bank borrowings, secured SRITIEE - I 30 = 5,896
Current portion of license right fees e R 2 BNERED 1D
payables Bl 28,180 66,935
Provision for taxation TRIBRE 426 1,519
61,273 93,513
Net current assets REEEZE 108,485 16,240
Total assets less current liabilities BEERREBEE 185,611 231,301
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Consolidated Statement of Financial Position

Are B IS O R

As at 31 December 2018
RZZE—NE+=ZA=+—H

2018 2017
—E-N\F —T—F
Notes HK$'000 HK$'000
B &E FTET FHIT
Non-current liabilities FREBEE
Non-current portion of license right eI EE 2 IR
fees payables 5 31 13,718 41,706
Loans from a shareholder —ZREIRE 2 ER 32 = 40,312
13,718 82,018
Net assets BERE 171,893 149,283
EQUITY EH
Share capital A 34 89,323 74,523
Reserves i 104,391 76,660
Equity attributable to equity AARERRRELER
shareholders of the Company 193,714 151,183
Non-controlling interests IR (21,821) (1,900)
Total equity e da b 171,893 149,283
On behalf of the directors REESS
Tsang Hing Bun Yiu Yu Cheung
EEE BFHA
Director Director
E2 EZE

KKZ bR B R A 3 73
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Consolidated Statement of Changes

= N7/ Z“‘z
LT LT

For the year ended 31 December 2018
HE_Z-N\F+_A=1+—HILFE

Equity

Non-
controlling
Attributable to equity shareholders of the Company interests  Total equity
KRRERRREES FiohEs  EREE
Retained
Employee  Investment eamings/
Share  compensation  revaluation  Exchange Merger  Contributed ~ (accumulated
Share capital premium Tesene Tesene Tesere Teserve surplus [osses) Total
RE&H/
ke KiAEE ESRERE RESHER  ENER  SHER  4ARR  (Z4ER) A
HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000
Tin TR THR TR TR TR Tin TR THR TR Tin
Balance at 1 January 2017 WE-tF-A-Rz
Feji 74,007 67,697 3,807 5756 (940) (43,897) 95402 134 201,966 15,740 217,706
Exercie of share option frieEmE 516 6433 (1,816) - - - - - 5,133 - 5,133
Transactions with equity HEERRRA
shareholders 516 6,433 (1,816) - - - - - 5133 - 5133
Loss for the year REEEE - - - - - - - (I8 (I8 (17640 (75474)
Other comprehensive income A2k
Release of exchange reserve upon - Rt E~TIHBATE
disposal of a subsidary el
(Note 40) (Rz0) - - - - %40 - - - 940 - %40
Fair value gain on avalable-for- ~ AHEHERTEEE AT
sale finandial assets BlEYE - - - 978 - - - - 978 - 978
Total comprehensive income for ~ AEE2EREEE
the year - = - 978 940 - - B (5916 (17640) (73556
Balance at 31 December 2017 R=F-tE+2A
St+-BekR 453 74130 1991 6,734 - (B8 %42 (1700) 151183 (1900 149283
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Consolidated Statement of Changes in Equity

= AL a5 2L

éé/ 8 2 e EEjJ ;g;%

For the year ended 31 December 2018
BE_T-—N\F+A=+—HILFE

Non-
controlling
Attributable to equity shareholders of the Company interests  Total equity
KRRERRREES KohEE  BERE
Retained
Employee  Investment eamings/
Share compensation  revaluation  Exchange Merger  Contributed ~ (accumulated
Share capital premium Tesene Tesene Tesene Teserve surplus [osses) Total
REEH/

Ra  RREE ERRERE REEfEE  ERRE  AfRR  9ARB  (ZER) A
HK$'000 Hk$'000 HK$'000 HK$'000  HK$'000 HK§'000 HK$'000 Hk$'000 HK$'000 HK$'000  HK$'000
T Th ThI ThL TRT T T Th ThI ThL TRL

Balance at 1 January 20185 RAZFIRZ5 -1

originally presented —f-Rzis 74523 74130 1,991 6,734 - (43,897) 95,402 (57,700) 151,183 (1,900) 149,283
Initial adoption on HKFRS 9 ERERERNRRS
(Note 3) ERI0% (MiE3) = = = = = = = (919) (919) (516) (1435)

Restated balance at 1 January ~ #=F—/\E—A—Hz

2018 558 74503 74,130 1,991 6,734 - (43.897) 9,402 (58619 150,264 (416) 147848
Issue of shares upon placing RRERETRA

(Note 34) (Iigk34) 14,800 88,800 - - - - - - 103600 - 103,600
Share issue expenses KiRhER - (620) = = - - = = (620) - (620)

Transactions with equity HRERRLA

shareholders 14,800 88,180 - - - - - - 102,980 - 102,980
Loss for the year REEER - - - - - - - (5952 (559%) (19405 (75350)
Other comprehensive income £t 2
Change in fair value gainon ~ BATEENALIZE

equity instruments at fairvalue ~ WEZRATAZAT

through other comprehensive  EEKEEE

income - - - (3578) - - - - (3578) - (3578)

- - - (3578) - = = = (3.578) - (3578)
Transfer of gain on disposal of ~ EFHERATEEA
equity investments at fairvalue A 2ERE 2B
through other comprehensiie ~ RESKAZREEA
income to retained eamings - - = (1,300) = - i 1,300 . - i

Balance at 31 December 2018 M=F-/\F+=A
“t-BER 89313 162,310 1,991 1,856 - (43,897) 95,402 (113.271) 193,714 (21,821) 171,893

Merger reserve of the Group arose as a result of the Group's HAEEZAHHERN _—_SZZTEAEEEHE
reorganisation in 2000 and represents the difference between the 4 - #§7N /2 &IFT 41T AR 2 E{E EARecruit (BVI)
nominal amount of the share capital issued by the Company and  Limited BB /TIR AN E{EMNE 2 =58 - NEE 24
the nominal amount of the issued share capital of Recruit BVI) AZRAKTIAREBEREBRR -_SE=FHTRAE
Limited. Contributed surplus of the Group arose as a result of the 48 BIJH IR A E A -

reduction in share capital in accordance with the Group’s capital

reorganisation in 2003. KK3Z L3R B BR A A
2018 F R /9



Consolidated Statement of Cash Flows

=IVAN DA =~ — &
%F[Z iﬁuﬁi/ﬂbﬁﬁ;%i
For the year ended 31 December 2018
HE—2—/\F+-A=t—ALLEE

2018 2017
= Sy —E i
Notes HK$'000 HK$'000
BiE FTHEx TAT
Cash flows from operating activities REXBeRERE
Losses before income tax B PSR 1R (74,164) (81,525)
Adjustments for: A
Amortisation of prepaid land lease TEA 3 2 5H
payments = 101
Amortisation of other intangible assets HAh R & 50,524 90,436
Depreciation of property, plant and ME - BERREINE
equipment 3,654 591
Depreciation of investment properties BREMEZIE 739 880
Gain on disposals of property, plant and HEME BERZE2
equipment Wias - (409)
Gain on disposals of prepaid land lease HEBMN A S 2 e
payments = (723)
(Gain)/Losses on disposals of a subsidiary HE—FHREARZ
(Yegs) /1 40 (15,159) 1,331
Gain on disposals of investment properties HEREY 2 Wz 7 (3,243) =
Expected credit losses on trade and other B 5 L fth e UK IR A %
receivables and loan receivables, net of ERER < BEEE
reversal B8 MkRED 3,662 4,718
Impairment of goodwill EERE 3,211 -
Impairment of other intangible assets HiBAERE 20,012 -
Impairment of trade receivables written BB & 5 YR IE R E
back - (4)
Interest expenses BRI 4,355 2,213
Interest income FEBA (930) (1,483)
Operating (loss)/profit before working BEASHBH L LE
capital changes (E18) /&5 (7,339) 16,126
Increase in trade and other receivables and B 5 I H At FE WRIB DA &
deposits e )ll (7,258) (16,307)
Increase in contract liabilities ERAEEM 612 -
(Decrease)/Increase in other payables and H A 008 K R TR S
accruals CRS) /2 n (6,835) 3,417
Increase in amounts due to non-controlling  JEfT—REIKIE A A2 FEERL
interests of a subsidiary R IRIE N 16,134 -
Increase in amount due to a director FER — B EEFIREM 3,593
Decrease in amounts due to a shareholder FE — BB SRR = (13,950)
Cash used in operations REXBAARS (1,093) (10,714)
Income taxes paid B FTEH (3,067) =
Net cash used in operating activities E R AT 2% (4,160) (10,714)
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Consolidated Statement of Cash Flows

mMAEBETRER

For the year ended 31 December 2018
BE—T-\F+-_A=1+—HLFE

2018 2017
—E-N\§ —tF
Notes HK$'000 HK$'000
BiE FTHEx TAT
Cash flows from investing activities REEBZHERE
Interest received BIYH S 540 224
Deposits for acquisition of property, plant WM BERREL
and equipment Ze = (3,989)
Payments for license rights T 2 3R (69,179) (96,247)
Proceeds from disposals of property, plant HEME BFEREHE
and equipment P13 5R3E - 2,755
Proceeds from disposals of prepaid land lease  H&EMN TS 2
payments P15 2IE - 5,374
Proceeds from disposals of investment HEREYE 2 FTF A
properties 19,939 -
Proceeds from disposals of equity instruments &R A FEET AEAM
at fair value through other comprehensive EEWECBRATAZ
income P15 538 15,527 -
Loan to third parties RE=HIRMZER (11,640) (4,000)
Additions of property, plant and equipment  AEWE - BE M E (4,539) (717)
Net cash inflow/(outflow) in respect of HE—BRBARZEE
disposals of a subsidiary WA (i) %58 40 79,687 (76)
Net cash generated from/(used in) investing — IREZBEHE " (i) HEE
activities JFEE 30,335 (96,675)
Cash flows from financing activities MEXRHERE
Proceeds from bank borrowings RITEE ZFERE - 6,100
Repayments of bank borrowings BERITEE (5,896) (204)
Interest on bank and other borrowings paid 2 HR{TREMEEF S (660) (112)
(Repayment)/New loans from a shareholder ~ —&MEERZ () /HEXK (41,571) 41,571
Proceeds from shares issued on exercise of RITEEREmZTRG 2
share options FTIS IR - 5,133
Proceeds from issue of shares BT 2 PTG 0R 103,600 -
Share issue expenses paid ENETROER (620) =
Net cash generated from financing activities — Bi& ZEFTi75 & F58 54,853 52,488
Net increase/(decrease) in cash and cash HERHELSEEE LM
equivalents (R2) F8 81,028 (54,901)
Cash and cash equivalents at 1 January R—A—HzR&RHES
E{HEH 28,472 83,373
Cash and cash equivalents at 31 RTZA=+—-HzHE&R
December HEeEEEE 109,500 28,472
KK LI B R A & 77
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Notes to the Financial Statements
BT 1% = 2% MY 5E

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

GENERAL INFORMATION

KK Culture Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted
company on 13 March 2000 and redomiciled to Bermuda
by way of de-registration in the Cayman lIslands and
continuation as an exempted company under the laws of
Bermuda, with limited liability on 29 January 2003. The
address of the Company's registered office is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda
and its principal place of business is 44/F, Office Tower,
Convention Plaza, 1 Harbour Road, Wan Chai, Hong Kong.
The Company's shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “SEHK™).

The Company acts as an investment holding company
and provides corporate management services. Details of
the activities of its principal subsidiaries are set out in
Note 39 to the financial statements. The Company and
its subsidiaries are collectively referred to as the “Group”
hereafter.

The financial statements for the year ended 31 December
2018 were approved for issue by the board of directors of
the Company (the “Directors”) on 26 March 2019.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1 Basis of preparation

The financial statements on pages 70 to 208 have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and the disclosure
requirements of the Hong Kong Companies
Ordinance. The financial statements also include
the applicable disclosures required by the Rules
Governing the Listing of Securities on the SEHK.

KK Culture Holdings Limited
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

Basis of preparation (Continued)

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

The financial statements have been prepared
under historical cost convention except for
equity instruments at fair value through other
comprehensive income (2017: available-for-sale
financial assets), which are stated at fair values. The
measurement bases are described in the accounting
policies below.

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

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Business combination and basis of
consolidation

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

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Business combination and basis of
consolidation (Continued)

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

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

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

Subsequent to acquisition, the carrying amount
of non-controlling interests that represent present
ownership interests in the subsidiary is the amount
of those interests at initial recognition plus non-
controlling interest’s share of subsequent changes in
equity. Total comprehensive income is attributed to
non-controlling interests even if this results in those
non-controlling interest having a deficit balance.
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Notes to the Financial Statements
BT 1% = 2% MY 5E

'.I:lll

For the year ended 31 December 2018

HE—_T—

NF+ZA=+—RHILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

2.4

32

Subsidiaries

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

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

Foreign currency translation

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

2.5

Foreign currency translation (Continued)

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

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

Property, plant and equipment

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

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5 Property, plant and equipment (Continued)

Depreciation on property, plant and equipment is
provided to write off their costs over their estimated
useful lives, using straight-line method, at the
following rates per annum:

Leasehold land and buildings Over 50 years or
the lease term,
whichever is shorter

Furniture and fixtures 20%
Office equipment 20%
Leasehold improvements 20% — 50% or over

the lease term,

whichever is shorter

Computer equipment and system 33%
Motor vehicles 20%

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

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in profit or loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs
and maintenance are charged to profit or loss
during the period in which they are incurred.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6

2.7

Investment properties

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

Goodwill

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

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

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill
arising from an acquisition is allocated to each of
the relevant cash-generating units (“CGU") that
are expected to benefit from the synergies of the
acquisition. A CGU to which goodwill has been
allocated is tested for impairment annually, and
whenever there is an indication that the unit may be
impaired.
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Notes to the Financial Statements
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7 Goodwill (Continued)

For goodwill arising on an acquisition in a financial
year, the CGU to which goodwill has been allocated
is tested for impairment before the end of that
financial year. When the recoverable amount of the
CGU is less than the carrying amount of the unit,
impairment loss is allocated to reduce the carrying
amount of goodwill allocated to the unit first, and
then to other assets of the unit on the pro-rata
basis of the carrying amount to each asset in the
unit. Any impairment loss for goodwill is recognised
in profit or loss and is not reversed in subsequent
periods.

2.8 Other intangible assets (other than
goodwill)

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

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

Intangible assets with finite lives are tested for
impairment when there is an indication that an asset
may be impaired (see Note 2.19).
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018)

(a)

Financial assets

A financial asset (unless it is a trade
receivable without a significant financing
component) is initially measured at fair value
plus, for an item not at fair value through
profit or loss (“FVTPL"), transaction costs that
are directly attributable to its acquisition or
issue. A trade receivable without a significant
financing component is initially measured at
the transaction price.

All regular way purchases and sales of
financial assets are recognised on the trade
date, that is, the date that the Group
commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales
of financial assets that require delivery of
assets within the period generally established
by regulation or convention in the market
place.

Financial assets with embedded derivatives
are considered in their entirely when
determining whether their cash flows are
solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group's business model
for managing the asset and the cash flow
characteristics of the asset. There are two
measurement categories into which the Group
classifies its debt instruments:
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Notes to the Financial Statements
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For the year ended 31 December 2018
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(a)  Financial assets (Continued)
Debt instruments (Continued)
Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Financial assets at amortised
cost are subsequently measured using the
effective interest rate method. Interest
income, foreign exchange gains and losses
and impairment are recognised in profit or
loss. Any gain on derecognition is recognised
in profit or loss.

Fair value through profit or loss (“FVTPL"):
These include financial assets held for
trading, financial assets designated upon
initial recognition at fair value through
profit or loss, or financial assets mandatorily
required to be measured at fair value.
Financial assets are classified as held for
trading if they are acquired for the purpose
of selling or repurchasing in the near term.
Derivatives, including separated embedded
derivatives, are also classified as held for
trading unless they are designated as
effective hedging instruments. Financial
assets with cash flows that are not solely
payments of principal and interest are
classified and measured at fair value through
profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost
or at fair value through other comprehensive
income, as described above, debt instruments
may be designated at fair value through
profit or loss on initial recognition if doing
so eliminates, or significantly reduces, an
accounting mismatch.
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Notes to the Financial Statemen\ts
BT 1% e 2= MY 5E

For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(a)

(b)

Financial assets (Continued)

Equity instruments

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment’s fair value in
other comprehensive income. This election is
made on an investment-by-investment basis.
Equity investments at fair value through
other comprehensive income are measured
at fair value. Dividend income are recognised
in profit or loss unless the dividend income
clearly represents a recovery of part of the
cost of the investments. Other net gains and
losses are recognised in other comprehensive
income and are not reclassified to profit
or loss. All other equity instruments are
classified as FVTPL, whereby changes in fair
value, dividends and interest income are
recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances
for expected credit loss (“ECL") on trade
receivables and financial assets measured at
amortised cost. The ECLs are measured on
either of the following bases: (1) 12 months
ECLs: these are the ECLs that result from
possible default events within the 12 months
after the reporting date: and (2) lifetime
ECLs: these are ECLs that result from all
possible default events over the expected
life of a financial instrument. The maximum
period considered when estimating ECLs is
the maximum contractual period over which
the Group is exposed to credit risk.
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(b) Impairment loss on financial assets
(Continued)
ECLs are a probability-weighted estimate
of credit losses. Credit losses are measured
as the difference between all contractual
cash flows that are due to the Group in
accordance with the contract and all the
cash flows that the Group expects to receive.
The shortfall is then discounted at an
approximation to the assets’ original effective
interest rate.

The Group has elected to measure loss
allowances for trade receivables using HKFRS
9 simplified approach and has calculated
ECLs based on lifetime ECLs. The Group
has established a provision matrix that is
based on the Group's historical credit loss
experience, adjusted for forward-looking
factors specific to the debtors and the
economic environment.

For other debt financial assets, the ECLs are
based on the 12-months ECLs. However,
when there has been a significant increase
in credit risk since origination, the allowance
will be based on the lifetime ECLs.

When determining whether the credit risk of
a financial asset has increased significantly
since initial recognition and when estimating
ECL, the Group considers reasonable and
supportable information that is relevant and
available without undue cost or effort. This
includes both quantitative and qualitative
information analysis, based on the Group's
historical experience and informed credit
assessment and including forward-looking
information.
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Notes to the Financial Statemen\ts
BT 1% e 2= MY 5E

For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(b)

(d)

Impairment loss on financial assets
(Continued)

The Group assumes that the credit risk on a
financial asset has increased significantly if it
is more than 30 days past due.

The Group considers a financial asset to be
credit-impaired when: (1) the borrower is
unlikely to pay its credit obligations to the
Group in full, without recourse by the Group
to actions such as realising security (if any is
held); or (2) the financial asset is more than
90 days past due.

Interest income on credit-impaired financial
assets is calculated based on amortised
cost (i.e. the gross carrying amount less
loss allowance) of the financial asset. For
non credit-impaired financial assets interest
income is calculated based on the gross
carrying amount.

Financial liabilities

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities
at amortised costs are initially measured at
fair value, net of directly attributable costs
incurred.

Financial liabilities at amortised cost

These, including trade and other payables,
borrowings, amounts due to non-controlling
interests of a subsidiary/a director and
license right fees payables are subsequently
measured at amortised cost, using the
effective interest method. The related interest
expense is recognised in profit or loss.
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Notes to the Financial Statements
BT 1% g % BT 5F

For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

2.

Q2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(c)

(d)

(e)

Financial liabilities (Continued)

Financial liabilities at amortised cost
(Continued)

Gains or losses are recognised in profit or
loss when the liabilities are derecognised as
well as through the amortisation process.

Effective interest method

This is a method of calculating the amortised
cost of a financial asset or financial liability
and of allocating interest income or interest
expense over the relevant period. Effective
interest rate is the rate that exactly discounts
estimated future cash receipts or payments
through the expected life of the financial
asset or liability, or where appropriate, a
shorter period.

Equity instruments

Equity instruments issued by the Company
are recorded at the proceeds received, net of
direct issue costs.
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Notes to the Financial Statemen\ts
BT 1% e 2= MY 5E

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

()

(9)

Financial guarantee contracts

A financial guarantee contract is a contract
that requires the issuer to make specified
payments to reimburse the holder for a loss
it incurs because a specified debtor fails to
make payment when due in accordance with
the original or modified terms of a debt
instrument. A financial guarantee contract
issued by the Group and not designated as at
fair value through profit or loss is recognised
initially at its fair value less transaction costs
that are directly attributable to the issue of
the financial guarantee contract. Subsequent
to initial recognition, the Group measures the
financial guarantee contact at the higher of: (i)
the amount of the loss allowance, being the
ECL provision measured in accordance with
principles of the accounting policy set out
in Note 2.9(b); and (ii) the amount initially
recognised less, when appropriate, cumulative
amortisation recognised in accordance with
the principles of HKFRS 15.

Derecognition

The Group derecognises a financial asset
when the contractual rights to the future
cash flows in relation to the financial asset
expire or when the financial asset has been
transferred and the transfer meets the criteria
for derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial instruments (accounting policies
applied from 1 January 2018) (Continued)

(g) Derecognition (Continued)

Where the Group issues its own equity
instruments to a creditor to settle a
financial liability in whole or in part as a
result of renegotiating the terms of that
liability, the equity instruments issued are
the consideration paid and are recognised
initially and measured at their fair value
on the date the financial liability or part
thereof is extinguished. If the fair value of
the equity instruments issued cannot be
reliably measured, the equity instruments
are measured to reflect the fair value of the
financial liability extinguished. The difference
between the carrying amount of the financial
liability or part thereof extinguished and the
consideration paid is recognised in profit or
loss for the year.

2.10 Financial instruments (accounting policies
applied until 31 December 2017)

The Group has applied HKFRS 9 retrospectively, but
has elected not to restate comparative information.
Accordingly, the comparative financial information
provided continues to be accounted for in
accordance with the Group’s previous accounting

policy.
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Financial instruments (accounting policies
applied until 31 December 2017) (Continued)

(a)

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for
which the asset was acquired. Financial assets
at fair value through profit or loss are initially
measured at fair value and all other financial
assets are initially measured at fair value plus
transaction costs that are directly attributable
to the acquisition of the financial assets.
Regular way purchases or sales of financial
assets are recognised and derecognised on a
trade date basis. A regular way purchase or
sale is a purchase or sale of a financial asset
under a contract whose terms require delivery
of the asset within the time frame established
generally by regulation or convention in the
marketplace concerned.

Loans and receivables

These assets are non-derivative financial assets
with fixed or determinable payments that are
not quoted in an active market. They arise
principally through the provision of goods
and services to customers (trade debtors), and
also incorporate other types of contractual
monetary asset. Subsequent to initial
recognition, they are carried at amortised cost
using the effective interest method, less any
identified impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial
assets that are designated as available-for-
sale or are not included in other categories
of financial assets. Subsequent to initial
recognition, these assets are carried at fair
value with changes in fair value recognised
in other comprehensive income, except for
impairment losses and foreign exchange
gains and losses on monetary instruments,
which are recognised in profit or loss.
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Notes to the Financial Statements
BT 1% = 2% MY 5E

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (Continued)

2.10 Financial instruments (accounting policies
applied until 31 December 2017) (Continued)

FESTHEEE (8

210 BBIEBE (BE=Z—t&H+=
B=+—HLEERzEBXR)

Q

(&)

(a) Financial assets (Continued) (a) HBIBEZEE &)
Available-for-sale financial assets (Continued) Ot EREEE (&)
For available-for-sale equity investments that M EAFRTS®REE R
do not have a quoted market price in an FEETRER FEFTE 2 #
active market and whose fair value cannot HERAIR B LA K B R E
be reliably measured and derivatives that BRATERFEBSTNZET
are linked to and must be settled by delivery BEBEZITETITAMmMS &
of such unquoted equity instruments, they FRASRAE AT 2 3 BB B & 18
are measured at cost less any identified sT=e
impairment losses.

(b) Impairment loss on financial assets (b) EBIBZEZHEEEE
The Group assesses, at the end of each N B A R IR BARS 45 R A
reporting period, whether there is any AEADERREEEER

objective evidence that financial asset is
impaired. Financial asset is impaired if there is
objective evidence of impairment as a result

MBEEELBRBE HEE
BUREEBBTIVHEEER
IR R BEE L —RAZ

of one or more events that has occurred after IBEHSHMEEE MEr
the initial recognition of the asset and that ARBERESFEER] G
event has an impact on the estimated future HEE  HEBEEEHR

cash flows of the financial asset that can be
reliably estimated. Evidence of impairment
may include:

B < BIERE R A B 1A -

= Significant financial difficulty of the — B AEEAMBER
debtors; £ ;

= A breach of contract, such as a — BRAY: ;zujc’—mfgf
default of delinquency in interest for BARESZHME
principal payments;

= It becoming probable that the debtor - BB AT BT E s e
will enter bankruptcy or other financial ITEMBATEELR
reorganisation;

= Significant changes in the — Bl THIB . &S
technological, market, economic ERBEREANRE
or legal environment that have an Y E T8 A B A2
adverse effect on the debtors; and @5

- A significant or prolonged decline in _ BATEREY ATE
the fair value of an investment in an {E{Ej(IFEEJZE\HH"FE%
equity instrument below its cost. :%{EQE/\\H&$1/E 5
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Notes to the Financial Statemen\ts
BT 1% e 2= MY 5E

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Financial instruments (accounting policies
applied until 31 December 2017) (Continued)

(b)

Impairment loss on financial assets
(Continued)

For loans and receivables

An impairment loss is recognised in profit or
loss when there is objective evidence that
the asset is impaired, and is measured as
the difference between the asset’s carrying
amount and the present value of the
estimated future cash flows discounted at the
original effective interest rate. The carrying
amount of financial asset is reduced through
the use of an allowance account. When
any part of financial asset is determined as
uncollectible, it is written off against the
allowance account for the relevant financial
asset.

For available-for-sale financial assets

Where a decline in the fair value constitutes
objective evidence of impairment, the
amount of the loss is removed from equity
and recognised in profit or loss.

Any impairment losses on available-for-sale
debt investments are subsequently reversed
in profit or loss if an increase in the fair value
of the investment can be objectively related
to an event occurring after the recognition of
the impairment loss.

For available-for-sale equity investment,
any increase in fair value subsequent to
an impairment loss is recognised in other
comprehensive income.
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Notes to the Financial Statements
BT 1% = 2% MY 5E

For the year ended 31 December 2018

HE—

2.

Q

T \F+-ASt+-BLEE

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.10 Financial instruments (accounting policies
applied until 31 December 2017) (Continued)

(b)

(c)

(d)

(e)

()

Impairment loss on financial assets
(Continued)

For available-for-sale financial assets
(Continued)

For available-for-sale equity investment that
is carried at cost, the amount of impairment
loss is measured as the difference between
the carrying amount of the asset and the
present value of estimated future cash flows
discounted at the current market rate of
return for a similar financial asset. Such
impairment loss is not reversed.

Financial liabilities

There are no changes in accounting policies
on financial liabilities and these are described
in Note 2.9(c).

Effective interest method

There are no change in accounting policies
on effective interest method and these are
described in Note 2.9(d).

Equity instruments

There are no change in accounting policies
on equity instruments and these are
described in Note 2.9(e).

Financial guarantee contracts

There are no change in accounting policies
on the initial recognition of financial
guarantee contracts and these are described
in Note 2.9(f).

Subsequent to initial recognition, the Group
measures the financial guarantee contact
at the higher of: (i) the amount determined
in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets;
and (ii) the amount initially recognised less,
when appropriate, cumulative amortisation
recognised in accordance with HKAS 18
Revenue.
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Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10

Financial instruments (accounting policies
applied until 31 December 2017) (Continued)

(9)

Derecognition

There are no change in accounting policies
on derecognition and these are described in
Note 2.9(g).

Non-current assets held for sale and
disposal groups

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

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

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

an active programme to locate a buyer has
been initiated;

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

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

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

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

fair value less costs to sell.
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

Following their classification as held for sale, non-
current assets (including those in a disposal group)
are not depreciated.

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

2.12 Cash and cash equivalents

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

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

2.13 Leases

An arrangement, comprising a transaction or a
series of transactions, is or contains a lease if the
Group determines that the arrangement conveys a
right to use a specific asset or assets for an agreed
period of time in return for a payment or a series of
payments. Such a determination is made based on
an evaluation of the substance of the arrangement
and is regardless of whether the arrangement takes
the legal form of a lease.
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Notes to the Financial Statemen\ts
BT 1% e 2= MY 5E

For the year ended 31 December 2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Leases (Continued)

(i)

(i)

(iii)

Classification of assets leased to the
Group

Assets that are held by the Group under
leases which transfer to the Group
substantially all the risks and rewards of
ownership are classified as being held under
finance leases. Leases which do not transfer
substantially all the risks and rewards of
ownership to the Group are classified as
operating leases.

Operating lease charges as the lessee

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

Assets leased out under operating leases
as the lessor

Rental income from operating leases is
recognised in profit or loss on straight-line
method over the terms of the relevant lease.
Initial direct costs incurred in negotiating and
arranging an operating lease are added to
the carrying amount of the leased asset and
recognised as an expense on straight-line
method over the lease term.
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Contingent liabilities

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

2.15 Share capital

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

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

2.16 Revenue recognition (accounting policies
applied from 1 January 2018)

Revenue from contracts with customers is recognised
when control of goods or services is transferred
to the customers at an amount that reflects the
consideration to which the Group expects to be
entitled in exchange for those goods or services,
excluding those amounts collected on behalf of
third parties. Revenue excludes any sales taxes and
is after deduction of any trade discounts.

Depending on the terms of the contract and the
laws that apply to the contract, control of the
goods or service may be transferred over time or at
a point in time. Control of the goods or service is
transferred over time if the Group’s performance:

o provides all of the benefits received and
consumed simultaneously by the customer;
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Notes to the Financial Statemen\ts
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEZ:HEME (®)
POLICIES (Continued)

2.16 Revenue recognition (accounting policies

2.16 WEER (B=ZE—N\F—H—

applied from 1 January 2018) (Continued)

o creates or enhances an asset that the
customer controls as the Group performs; or

o 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.

If control of the goods or services transfers over
time, revenue is recognised over the period of
the contract by reference to the progress towards
complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a
point in time when the customer obtains control of
the goods or service.

When the contract contains a financing component
which provides the customer a significant benefit
of financing the transfer of goods or services to
the customer for more than one year, revenue is
measured at the present value of the amounts
receivable, discounted using the discount rate
that would be reflected in a separate financing
transaction between the Group and the customer
at contract inception. Where the contract contains
a financing component which provides a significant
financing benefit to the Group, revenue recognised
under that contract includes the interest expense
accreted on the contract liability under the effective
interest method. For contracts where the period
between the payment and the transfer of the
promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a
significant financing component, using the practical
expedient in HKFRS 15.
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Revenue recognition (accounting policies
applied from 1 January 2018) (Continued)

(i) Provision of advertising services
Advertising income is recognised over time as
the Group has determined that the customers
simultaneously receives and consumes the
benefits of the Group’s performance. Invoices
are issued according to contractual terms
and are usually payable within 7 to 120 days.
HKFRS 15 did not result in significant impact
on the Group's accounting policies.

(ii) Provision of other services

Services income is recognised over time as
those services are provided. Invoices are
issued according to contractual terms and are
usually payable within 30 days. Uninvoiced
amounts are presented as contract assets.
HKFRS 15 did not result in significant impact
on the Group's accounting policies.

(iij)  Other income
Rental income under operating leases is
recognised on a straight-line basis over the
term of the relevant lease.

Interest income is accrued on a time basis on
the principal outstanding at the applicable
interest rate.

Dividend income is recognised when the right
to receive the dividend is established.

2.17 Revenue recognition (accounting policies
applied until 31 December 2017)

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17

2.18

2.19

Revenue recognition (accounting policies
applied until 31 December 2017) (Continued)

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

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

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

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

Contract liabilities (accounting policies
applied from 1 January 2018)

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

Impairment of non-financial assets (other
than goodwill)

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

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

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

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

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

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

An impairment loss on other assets other than
goodwill is reversed if there has been a favourable
change in the estimates used to determine the
asset’s recoverable amount and only to the
extent that the asset’s carrying amount does not
exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if
no impairment loss has been recognised.
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Notes to the Financial Statemen\ts
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Employee benefits

(i)

(i)

Retirement benefit schemes

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

Share-based employee compensation

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

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

2.20 Employee benefits (Continued)

(i)

(iii)

108

Share-based employee compensation
(Continued)

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

At the time when the share options are
exercised, the amount previously recognised
in employee compensation reserve is
transferred to share premium. After vesting
date, when the vested share options are
later forfeited or are still not exercised at
the expiry date, the amount previously
recognised in employee compensation reserve
is transferred to retained earnings.

Bonus plans

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20

2.21

2.22

Employee benefits (Continued)

(iv)  Short-term employee benefits

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

leave.

Borrowing costs

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

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
complete.

Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in profit or loss.
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For the year ended 31 December 2018
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEE:HBEHE (o)

POLICIES (Continued)

2.22 Accounting for income taxes (Continued)

2.22 FiBHizEstE (&)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and
the corresponding amounts used for tax purposes.
Except for goodwill and recognised assets and
liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for all
taxable temporary differences. Deferred tax assets
are recognised to the extent that it is probable
that taxable profits will be available against which
deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate
to the expected manner in which the carrying
amount of the asset or liability is realised or settled
and that have been enacted or substantively enacted
at the end of reporting period.

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

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22

2.23

Accounting for income taxes (Continued)

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

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

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

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

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

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

(i) the same taxable entity; or

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

Segment reporting

The Group identifies operating segments and
prepares segment information based on the
regular internal financial information reported to
the Directors for their decisions about resources
allocation to the Group’s business components
and for their review of the performance of those
components. The business components in the
internal financial information reported to the
executive directors are determined following the
Group’s major product and service lines.
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Notes to the Financial Statements
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEE:HBEHE (o)

POLICIES (Continued)
2.23 Segment reporting (Continued) 2.23 SE|E (&)

The Group has identified the following reportable REEEEDUATAIZHRD I :

segments:

. Advertising — providing advertising services . BE-R AR - 5% 5
on different publications, magazines, trains E&EMEE%&%%%IL?:.
and other advertising media. PR 7%

. Property investment — investment in . YERE-RBAESHER
properties held to earn rentals or for capital BREESAMEREGRE
appreciation or for both. 7/

HRESEMERERINFTETRE

EJ?D/(&W%T’EJ#E}% ESY: ol =
EBENHROMER - PTAE DM

ZEERIL AT ERET

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

AEBRBEEBMERELRFS
RIS D B RAMRA GBI
R BREFBMERE LR
BEARFTERAEER - AT At

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

S5
. expenses related to share-based payments . BN BEME NG
Z X
. finance costs . B 7% & A
. income tax . PS5t
are not included in arriving at the operating results RETEZED LS EERT T
of the operating segments. BIEEA -

Segment assets include all assets but corporate
assets which are not directly attributable to the
business activities of any operating segment.

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

No asymmetrical allocations have been applied to
reportable segments.

"*Bé;‘% BREMEEE HEXIFE
MEEDHEREEZEH BN
m%ééﬁ%?lw

DHBETBREYIFEMEED G
EREHZEBEHNEERABR

YW AREDEEDER - b T HERIER
HAEEMARE (MIFLEBR)M
Erzaf-

WEE A 2R RAIFE A D
[
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Notes to the Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.24 Related parties

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

(ii)

(iii)

has control or joint control over the
Group;

has significant influence over the
Group; or

is a member of key management
personnel of the Group or the
Company'’s parent.

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

()

(ii)

(iii)

(iv)

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

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

Both entities are joint ventures of the
same third party.

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

The entity is a post-employment
benefit plan for the benefit of the
employees of the Group or an entity
related to the Group.
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Notes to the Financial Statements
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For the year ended 31 December 2018
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEZ:HEMHME (®)
POLICIES (Continued)

2.24 Related parties (Continued) 224 EBREAL (&

(b)  An entity is related to the Group if any of (b)  EERERA T MR

the following conditions apply: (Continued) HARSETEME: (&)
(vi)  The entity is controlled or jointly (i) EEZ@mMATEAL

controlled by a person identified in (a). PR St S 1]
(vii) A person identified in (a)(i) has i)  Q@UFTRTEALTHE
significant influence over the entity RBEBEAXELR
or is a member of key management ERAZBERESA

Zl

personnel of the entity (or of a parent RIZEEZEEREA

of the entity). 8o
(viii)  The entity, or any member of a group (vii) ZEBIEMBESEE
of which it is a part, provides key ZEAKERAEE
management personnel services to the ARG E B RAIR
Group or to the Group's parent. HEZEBREABR

f%o
Close members of the family of a person are those ZAANTZRIRTRATERK G
family members who may be expected to influence, BHERBRHIZAATHEHY

or be influenced by, that person in their dealings 2 RIGKEIELE :

with the entity and include:

(i) that person’s children and spouse or domestic (i) Za AT 2T EEBE
partner; EE

(ii) children of that person’s spouse or domestic (ii) Za AT 2B EE R
partner; and HF22 &

(i) ~ dependents of that person or that person’s (i) mABAATHZE AL ZEE
spouse or domestic partner. FIEEHEHNZEAC

1 "4 KK Culture Holdings Limited
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Notes to the Financial Statemen\ts
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB

HKFRSs HEZEA
3.1 New or amended HKFRSs which are 31 REAFEERERZFHIT LK

effective during the year BRI E B M EHREEA

During the year, the Group has applied for the first RAEE  AEEDEREMAT

time the following new or amended HKFRSs issued BBEBETMAEEMAYETE] sk

by the HKICPA, which are relevant to and effective KIEFT BB B REER - HEA

for the Group's financial statements for the annual SER_Z—-—N\F—H—HFRKEZ

period beginning on 1 January 2018: FEEE 2 BB IRK A BRI R &

TR ER

A.  Amendments to HKFRS 2 — Classification A. BEBUBREERE258 2
and Measurement of Share-Based 15a] — [RBIHKXZ D
Payment Transactions BERiE)
The amendments provide requirements on FEACHELE =S E S
the accounting for the effects of vesting and RHUEHR S EERMD NG
non-vesting conditions on the measurement B2 RBEAHETA
of cash-settled share-based payments; BEREEERBZROTR
share-based payment transactions with a R UNERFERGHERHIR
net settlement feature for withholding tax CHRESERURAEE
obligations; and a modification to the terms B&AD 15 KA TR R A A BB FT
and conditions of a share-based payment that VEETERIRARE ©
changes the classification of the transaction
from cash-settled to equity-settled.
The adoption of these amendments has AN & B 4 (E (] 30 & 45
no impact on these financial statements as ERONHRRS - MERATE
the Group does not have any cash-settled MBEAEFREEER K
share-based payment transaction and has no DR S  RAZFEET
share-based payment transaction with net HAMBHRKRITELE -

settlement features for withholding tax.

KKXZALIZERR AR A &)
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Notes to the Financial Statements
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For the year ended 31 December 2018
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HE—

3.

116

ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments

(i)

Classification and measurement of
financial instruments

HKFRS 9 replaces HKAS 39 Financial
Instruments: Recognition and
Measurement for annual periods
beginning on or after 1 January
2018, bringing together all three
aspects of the accounting for financial
instruments: (1) classification and
measurement; (2) impairment and
(3) hedge accounting. The adoption
of HKFRS 9 from 1 January 2018 has
resulted in changes in accounting
policies of the Group and the amounts
recognised in the consolidated
financial statements.

KK Culture Holdings Limited
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Notes to the Financial Statements

ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

B 755 R 2% B v

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

3. BRANHTURLBITEBHE
HmEZER| (@)

AT~

New or amended HKFRSs which are 31 RAEAFERERZHTILREK
effective during the year (Continued) BT ERMBREER (&)
HKFRS 9 - Financial Instruments B. BB BHEERZEIY —
(Continued) [B#TA]| (&)
(i) Classification and measurement of (i) MBETAZERE
financial instruments (Continued) = (&)
The following tables summarised the THREMRKR-Z—N
impact, net of tax, of transition to F—A—HBEZER
HKFRS 9 on the opening balance of A s ERIFE9
accumulated losses and NCI as of 1 REFRETEE R
January 2018 as follows: IR E R AR 2
2 (MkRFHIE) -
HK$’000
F& 7T
Accumulated losses Zit B
Accumulated losses as at R-B—tHE+=-A=+—HZ
31 December 2017 E0 57,700
Increase in ECLs in trade receivables BN IE EAREEEE
(note 3.1B(ii)() below) #an (TSP EE3. 1B ) 358
Increase in ECLs in loan receivables FEWE 2 TER =B A BN
(note 3.1B(ii)(Il) below) (R 3ZHFE3. 1B ) 120
Increase in ECLs in other receivables HEpEEIE 2 EAEEBE
(note 3.1B(ii)Ill) below) # 0 (R 32BFEE3. 1B ) 441
Restated accumulated losses as at RZZF—-—NF—HF—AH2Z
1 January 2018 KB RETEE 58,619
Non-controlling interests FEFERR R
Non-controlling interests as at 31 R=Z2—tF+=A=+—-HZ
December 2017 FEHE R RS 1,900
Increase in ECLs in trade receivables B SR IE BHEEEE
(note 3.1B(ii)() below) o (TSP EE3. 1Bi)) 225
Increase in ECLs in other receivables HEmpEEIEz EAREEBE
(note 3.1B(ii)(Ill) below) # 0 (RSB EE3. 1B ) 291
Restated non-controlling interests as RZF—-NF—HF—H2Z
at 1 January 2018 KRBT RS 2,416
KK)’UBEB&EI?E’D\F ‘| W 7
2018F F 3R



Notes to the Financial Statements
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments

(Continued)

() Classification and measurement of
financial instruments (Continued)
HKFRS 9 carries forward the
recognition, classification and
measurement requirements for
financial liabilities from HKAS
39, except for financial liabilities
designated at FVTPL, where the
amount of change in fair value
attributable to change in credit risk
of the liability is recognised in other
comprehensive income unless that
would create or enlarge an accounting
mismatch. In addition, HKFRS 9
retains the requirements in HKAS 39
for derecognition of financial assets
and financial liabilities. However, it
eliminates the previous HKAS 39
categories for financial assets of held
to maturity financial assets, loans
and receivables and available-for-
sale financial assets. The adoption of
HKFRS 9 has no material impact on
the Group's accounting policies related
to financial liabilities and derivative
financial instruments. The impact of
HKFRS 9 on the Group’s classification
and measurement of financial assets is
set out below.

KK Culture Holdings Limited
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Notes to the Financial Statemen\ts
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB
HKFRSs (Continued) WEZER (#)

31 New or amended HKFRSs which are 31 MRAEAFERERZHET LK

effective during the year (Continued)

B. HKFRS 9 - Financial Instruments
(Continued)

(i)

Classification and measurement of
financial instruments (Continued)

Under HKFRS 9, except for certain
trade receivables (that the trade
receivables do not contain a significant
financing component in accordance
with HKFRS 15), an entity shall, at

BRI BRI RELRER (

B. EBUBREERFIY —
[BBTA] (&)

() BHBEITAZSHER

E(#&)

RIBEBE BT HREE

AlEosk BETHE

%FEH& KIB (REE

BB HEERNE

15%%’1%)@%%’@5

initial recognition, measure a financial mBEEARER
asset at its fair value plus, in the case )N BERYE
of a financial asset not at fair value R IR AT EE

through profit or loss (“FVTPL"),
transaction costs. A financial asset
is classified as: (i) financial assets
at amortised cost (“amortised
costs”); (ii) financial assets at fair
value through other comprehensive
income (“FVOCI”); or (iii) FVTPL (as
defined in above). The classification
of financial assets under HKFRS 9 is

AEMBEE Wit
FEBBRBE N FE
BIR ([EBB&E
BAFEEIER])
ZHBEE RS
RBRA - BEEE
DRR - ()IEH K
A (T#SERA] ) 5
ﬂEZEﬁ%’ﬁE? (i

generally based on two criteria: (i) NEEBEFFAHEME
the business model under which the = ([EATFE
financial asset is managed and (ii) its B A H b2 mH ik

contractual cash flow characteristics
(the “solely payments of principal and
interest” criterion, also known as “SPPI
criterion”). Under HKFRS 9, embedded
derivatives is no longer required to
be separated from a host financial
asset. Instead, the hybrid financial
instrument is assessed as a whole for
the classification.

@) 2B EE ok
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RE) RBEBEAEY
B EERIFE IR 2
HHBEENE—RIB
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Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

3. ADOPTION OF NEW OR AMENDED

HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments

(Continued)

() Classification and measurement of
financial instruments (Continued)
A financial asset is measured at
amortised cost if it meets both of the
following conditions are met and it
has not been designated as at FVTPL:

It is held within a business
model whose objective is to
hold financial assets in order to
collect contractual cash flows;
and

The contractual terms of the
financial asset give rise on
specified dates to cash flows
that meet the SPPI criterion.

A debt investment is measured
at FVOCI if it meets both of the
following conditions and it has not
been designated as at FVTPL:

It is held within a business
model whose objective is to
achieved by both collecting
contractual cash flows and
selling financial assets; and

The contractual terms of the
financial asset give rise on
specified dates to cash flows
that meet the SPPI criterion.

1 20 KK Culture Holdings Limited

Annual Report 2018
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments
(Continued)

(i)

Classification and measurement of
financial instruments (Continued)

On initial recognition of an equity
investment that is not held for
trading, the Group could irrevocably
elect to present subsequent changes
in the investment’s fair value in other
comprehensive income. This election is
made on an investment-by-investment
basis. All other financial assets not
classified at amortised cost or FVOCI
as described above are classified as
FVTPL. This includes all derivative
financial assets. On initial recognition,
the Group may irrevocably designate
a financial asset that otherwise meets
the requirements to be measured at
amortised cost or FVOCI at FVTPL if
doing so eliminates or significantly
reduces an accounting mismatch that
would otherwise arise.
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For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLZLBITE BB

HKFRSs (Continued) HEEA (8)
3.1 New or amended HKFRSs which are 31 REAFEERERZFHIT LK
effective during the year (Continued) BT ERMBREER (&)
B. HKFRS 9 - Financial Instruments B. FBEHMBEHEREEREIH -
(Continued) [B#TA]| (&)
(i) Classification and measurement of (i) MBETAZERE
financial instruments (Continued) = (&)
The following accounting policies AT &5t B i
would be applied to the Group's MRATAREEISHBEE
financial assets as follows: =
Amortised cost  These are subsequently BENAN ZEVBEE
measured using effective HIZIRAER
interest rate method. MEEFE -
Interest income, foreign FBWA -~ Hh
exchange gains and P U 25 & E5 18
losses and impairment are A R EE R
recognised in profit or loss. BRER o #%
Any gain on derecognition LETER 2 (1A
is recognised in profit or W25 7R 18 2 T
loss. R
FVOCI (equity These are measured at fair BRATE ZERAIA
instruments)  value. Dividend income Bt A RAFEER
is recognised in profit or Eme =Z=-REBA
loss unless the dividend HlE RERER-
income clearly represents (BRA  BRIERBIA
a recovery of part of the TEA) HHBEERDEE
cost of the investments. MIREKA ©
Other net gains and losses H Ath a8 % JE5
are recognised in other BFERNEAM
comprehensive income and 2| W R
are not reclassified to profit R W EE
or loss. o BEER

s
S o
it
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For the year ended 31 December 2018
BE_T-N\F+A=+—HILFE

3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB

HKFRSs (Continued) HEEA (2)
3.1 New or amended HKFRSs which are 31 RAEAFERERZHTILREK
effective during the year (Continued) BT ERMBREER (&)
B. HKFRS 9 - Financial Instruments B. BEBUBHREEREIR —
(Continued) [B#TA]| (&)
(i) Classification and measurement of (i) MBETAZERE
financial instruments (Continued) = (&)
(a) As of 1 January 2018, certain (a) R — N
investment in listed equity F—H—8"
investments were reclassified R _ET R A
from available-for-sale BEWETHRE
financial assets to FVOCI. B Al & Bt
The Group intends to hold BEEEHMH
these equity investments for HERATEE
long term strategic purposes. ERPN-TES
Under HKFRS 9, the Group A S o AN
has designated these equity %S
investments at the date of IRAIEEER
initial application as measured BRI A -
at FVOCI. As a result, financial RIFEE B

assets with a fair value
of HK$45,957,000 were
reclassified from available-
for-sale financial assets at fair
value to FVOCI on 1 January
2018.
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For the year ended 31 December 2018
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3. ADOPTION OF NEW OR AMENDED 3.
HKFRSs (Continued)

3.1 New or amended HKFRSs which are 31 RAEAFERERZFHITLREK
effective during the year (Continued) BRI ERMBHREED (&)
B. HKFRS 9 - Financial Instruments B. BEBUBHREEREIR —
(Continued) [B#TA]| (&)
(i) Classification and measurement of (i) MBETAZERE
financial instruments (Continued) = (&)
The following table summarises the TREMAERR
original measurement categories under Z-N\EFE-HA—B%
HKAS 39 and the new measurement B EEERBRS

SEFERFEINRZR
Bt EERI MREE
BB HmELEAE

categories under HKFRS 9 for each
class of the Group's financial assets as
at 1 January 2018:

SR FEt R
Carrying Carrying

amount as at amount as at

Original New 1 January 2018 1 January 2018
classification classification under under
Financial assets under HKAS 39 under HKFRS 9 HKAS 39 HKFRS 9
REEBE REE BB
ZHIZE395% HEEAIFER
RESBE RIBB B R=-Z-N\F R-ZZE—N\F
ZERH|ZE39Ky  HEERFESRE —A—BZ —HA—BZ
BMgEE REER R BREE BRMEE
HK$°000 HK$'000
FHET FHET
Listed equity Available-for- FVOCI 45,957 45,957
investments sale (at fair value)
(Note 3.1B(i)(a))
ETRAERE AEHE (BRAF BZAFEEFAR
BEYIR) fth 2 AR E
(F$3E3.1B()@))
Loan receivables  Loans and Amortised cost 4,000 3,880
receivables
FEW & X ERREWEIA  BHAR
Trade receivables  Loans and Amortised cost 26,520 25,937
receivables
B 5 WA ERREWEIE  BHKAR

KK Culture Holdings Limited
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3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB
HKFRSs (Continued) wE

2R (&)
3.1 New or amended HKFRSs which are 31 REAFEREMZHTLIL
effective during the year (Continued) BRI EBMBEREZER (&)
B. HKFRS 9 - Financial Instruments B. BEENBHREEREIN —
(Continued) (BT A (&)
(i) Classification and measurement of (i) MBETAZ 7R
financial instruments (Continued) = (&)
Carrying Carrying
amount as at amount as at
Original New 1 January 2018 1 January 2018
classification classification under under
Financial assets under HKAS 39 under HKFRS 9 HKAS 39 HKFRS 9

REFBET REFTEBUME
ERIFE395% HmEERISHIN

RIEEBE RIEE B R-ZE—N\F R-ZE—N\F

R399z WMEERFIRZ —BA—B2Z —A—HB2Z

MEEE REER bk | BREE BREE

HK$000 HK$°000

T T

Other receivables Loans and Amortised cost 18,178 17,446
receivables

H {th [l Y RIR ERR MR KA

Cash and cash Loans and Amortised cost 28,472 28,472
equivalents receivables

RENREEE ERNEWRFIE EHEKA
HH

KKZALIZRBRA A
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3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments
(Continued)

(i)

126

Impairment of financial assets

The adoption of HKFRS 9 has changed
the Group’s impairment model by
replacing the HKAS 39 “incurred loss
model” to the “ECLs model”. HKFRS
9 requires the Group to recognised
ECL for trade receivables, financial
assets at amortised costs, contract
assets and debt investment at FVOCI
earlier than HKAS 39. Cash and cash
equivalents are subject to ECL model
but the impairment is immaterial for
the current period.

Under HKFRS 9, the losses allowances
are measured on either of the
following bases: (1) 12 months ECLs:
these are the ECLs that result from
possible default events within the 12
months after the reporting date: and
(2) lifetime ECLs: these are ECLs that
result from all possible default events
over the expected life of a financial
instrument.

KK Culture Holdings Limited
Annual Report 2018

3. ERMFMITUNKEBITEBYE

WEER (8

AT~

31 REAFEREMZHET LHE
B ERMBHRERED (&)

B. EHEUMBHEEEREIN -
[BBTA] (&)

(i)

MBEEZHIE
RNE BRI REE
RIS 9 BN A &K E
ZREER - A8
HEEHBREN ]I
REEBGTEUNE
395k [EELEEERE
A - BEMBHRSE
ERIFIRREARSE
BAREF B ER
F3R /T 2T AR
B RWFIR R
SRS BR 2 B A &
E -AHNEERER
FEEFAEMEE
Wit 2 BRI E R
EHREEER -RE
kReFEEB AR
BHEEEREARR
PR - AN HAFE] 2 B (E
FTEK-

REBEMBEREE
AIFE 95 BRBE
BATHEP—HEE
P& (1) 12 A B
HEEER: AR
BERRI2ZEAAR
ZEEENSHRE
EZTAHEEER
kQEMEMEER
BN BTA
ERFHMAMBEE
BHREHMELZTR
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3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB
HKFRSs (Continued) WMEER (8

3.1 New or amended HKFRSs which are 31 RAAEAFERERZHITLHEK

effective during the year (Continued)

B. HKFRS 9 - Financial Instruments
(Continued)

(i)

Impairment of financial assets

B ERMBHRERED (&)

B. EHEUMBHEEEREIN -
[BBTA] (&)
(i) HHEEEZHRME

(Continued) (4)

Measurement of ECLs EHEYERY S
ECLs are based on the difference FEEEEEBIER
between the contractual cash flows BIEA M ERS G
due in accordance with the contract &8 Mk & B E
and all the cash flows that the Group W FEES RS
expects to receive. The shortfall is SRR R o

then discounted at an approximation
to the assets’ original effective interest
rate.

The Group has elected to measure
loss allowances for trade receivables
and contract assets using HKFRS 9
simplified approach and has calculated
ECLs based on lifetime ECLs. The
Group has established a provision
matrix that is based on the Group’s

HEREERBER
MR Z A PMERGER -

AEEDERBAM
& £ RIF 95 S
L35 E 5 B URIA
RENEEZBERE
wETHE LER
ERHEREEEE
SREEMEERR-

historical credit loss experience, N @ P R T IR IR
adjusted for forward-looking factors EEEFEEERR
specific to the debtors and the Ea st &~ S (4B [
economic environment. W ETS AT 2 B
et R A R
fEitimEE -

KKXZALIZERR AR A &)
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BE_T-N\F+-A=+—HLFE

3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments

(Continued)
(i) Impairment of financial assets
(Continued)

Measurement of ECLs (Continued)

For other debt financial assets, the
ECLs are based on the 12-months
ECLs. The 12-months ECLs is the
portion of the lifetime ECLs that
results from default events on a
financial instrument that are possible
within 12 months after the reporting
date. However, when there has been
a significant increase in credit risk
since origination, the allowance will
be based on the lifetime ECLs. When
determining whether the credit risk
of a financial asset has increased
significantly since initial recognition
and when estimating ECL, the Group
considers reasonable and supportable
information that is relevant and
available without undue cost or effort.
This includes both quantitative and
qualitative information and analysis,
based on the Group's historical
experience and informed credit
assessment and including forward-
looking information. The Group’s debt
investment at FVOCI are considered to
have low credit risk since the issuers’
credit rating are high.

1 28 KK Culture Holdings Limited
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(ii)

BB EEZNHE
(%)
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(#&)
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mE  BHREEESR
Ty 1218 AEHE
EERETE - 12184
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EH-AM BEREE
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLLBITE BB
HKFRSs (Continued) WEER (#)

3.1 New or amended HKFRSs which are 31 RAAEAFERERZHITLHEK

effective during the year (Continued)

B. HKFRS 9 - Financial Instruments
(Continued)

(i)

Impairment of financial assets

B ERMBHRERED (&)

B. EHEUMBHEEEREIN -
[BBTA] (&)
(i) HHEEEZHRME

(Continued) (%)
Measurement of ECLs (Continued) EEEEERE =
(4&)

The Group assumes that the credit
risk on a financial asset has increased
significantly if it is more than 30 days
past due.

The Group considers a financial asset
to be in default when: (1) the borrower
is unlikely to pay its credit obligations
to the Group in full, without recourse
by the Group to actions such as
realising security (if any is held); or (2)
the financial asset is more than 90 days
past due.

NEE AR - {418 E
FBE30K BB E
2 EERBRE KiEE
hne

AEERRMBEEE
RIATERT EBZ
#: (BRATKH
REAE AR B B R
R (mERERm)
(MFH) TAARE
BERBXNEEES
% HQRMBEE

B HHEBI0K -
The maximum period considered WEE B = EEE
when estimating ECL is the maximum BT E Y & 5 B
contractual period over which the ARNEBEEEER
Group is exposed to credit risk. % > A 4 AR o
Presentation of ECLs JEHZE BB 227
Loss allowances for financial assets IREE SRR ANE S 2 B
measured at amortised cost are BBEZEBEEBR
deducted from the gross carrying BETBEmES
amount of the assets. For debt & o st N EEES
investment at FVOCI, the loss AEM2EBF T E
allowance is recognised in OCI, instead EIEmM=  EER
of reducing the carrying amount of BN E M E RS
the assets. HERR - MIEHIRE E

Z BRHEE -
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3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLZLBITE BB

130

invoice date. The loss allowance as
at 1 January 2018 was determined
as follows for trade receivables as
follows:

HKFRSs (Continued) HEEA ()
31 New or amended HKFRSs which are 31 REAFEREMZHET LREL
effective during the year (Continued) BT EBMBREER (&)
B. HKFRS 9 - Financial Instruments B. EBUBEHREER IR —
(Continued) [B%TA| (£&)
(i) Impairment of financial assets (i) HBEEEZHE
(Continued) (#&)
Impact of ECL model BHEEEERENX 2
TE
[0) Impairment of trade receivables () B 5’ WK
B2 RE
As mentioned above, the Group AN _E SR - AR
applies HKFRS 9 simplified approach EEAESYH®RE
to measure ECLs which adopts a life R E 95z ik
time ECLs for all trade receivables. To ATEEHEEERE
measure the ECLs, trade receivables MESFTEE S EW
have been grouped based on shared FIBHK A HAEHE
credit risk characteristics and the EE1E - Rit=7EH

EEER BEHEWK
RBECREBEHRE
SERREFBNEER
HETHIE-R=-F
—N\F—HA—BnE

SIEB G IAEE 2B
BEENT
31-90  91-150 More than
1 January 2018 0 - 30 days days days 150 days  Debtor A Total
“Z-N\5-HF-H 0E30% 3M1ZE0K NF150K BBISOK EEAF @
Not
ECL rate (%) BEEEFRR applicable
(%) 3.43% 11.98% 38.51% TNaR 0.83%
Gross carrying amount BB AE
(HK$'000) (FAL) 7,738 910 161 - 17,711 26,520
Loss allowance (HK$'000)  EiaffE
(F#m) 265 109 62 = 147 583
The increase in loss allowance for R_ZE—N\F—H—

trade receivables upon the transition
to HKFRS 9 as of 1 January 2018 were
HK$583,000. Loss allowances further
increased by HK$3,013,000 for trade
receivables during the year ended 31
December 2018.
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3. ADOPTION OF NEW OR AMENDED 3. BRMAHITUILBITE LK

HKFRSs (Continued) HwEER (@)
31 New or amended HKFRSs which are 31 RAAEAFERERZHITILIK
effective during the year (Continued) BT BB BEREER (
B. HKFRS 9 - Financial Instruments B. EEBUBHREERFEIS —
(Continued) [B%TA| (£&)
(i)  Impairment of financial assets (i) HMEEEZHEME
(Continued) (&)

Impact of ECL model (Continued)

(1) Impairment of loan receivables

All of the Group's loan receivables at
amortised costs are considered to have
low credit risk, and loss allowance
recognised during the period was
therefore limited to 12 months ECLs.

The increase in loss allowance for
loan receivables upon the transition to
HKFRS 9 as of 1 January 2018 were
HK$120,000. These further increased
by HK$233,000 during the year ended
31 December 2018.

(1) Impairment of other receivables

Other financial assets at amortised
cost of the Group include other
receivables. Applying the ECL model
result in the recognition of ECL of
HK$732,000 on 1 January 2018
and a further ECL of HK$416,000
was required for the year ended 31
December 2018.

BHEEBEEAZ
TE(E)

amn E‘RRERZ
RER B P A 1R S K
AR 2 U E TR
BRARESERR
BHEN R Z B R
IR 218 A BHIE
EEE-

RZE—NF—H—
BREZHEBHHK
4 AE B 2B 9 5 B
EWE R 2 BEEE
#11120,000/%8 7T
FTREBEE-_Z—N
#F+-_A=+—H
IEFEE M
233,000/ 7T °

(I H g R

HZ A
765 B b GH Ak AN 7|
ReEMPBEER
JRE MR FRIE - fE
RAEHEEBEER
BYPN T N\F—
B—BEREHEE
E518732,0008 7T
mEaEz_—_ZT—N\F
+=—A=+—HLF
ERIZE#E—PETIRTE
H{=EE18416,000
EIC e
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BE_T-N\F+-A=+—ALEE

3. ADOPTION OF NEW OR AMENDED 3.
HKFRSs (Continued)

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

B. HKFRS 9 - Financial Instruments

(Continued)
(i) Impairment of financial assets
(Continued)

As a result of the above changes,
the impact of the new HKFRS 9
impairment model results in additional

RN LR RIERT T B
WEER (@)

3 REFERERZHATLHE
B ERMBRERED (&)

B, ERMBEEEAEIH -
[HBIA] (&)
() BB EEZAE
(&)
R R EE - HE
R WS RIEO
RAERN Y e

impairment allowance as follows: BULA S #R SRR B
1
HK$'000 HK$'000
FAT FET
Allowance as at 1 REFBGEA
January 2018 under FIFNR T —N\F
HKAS 39 —RB—BZ&E 4,718
Impairment recognised ME Z W FRIBTEE
for trade receivables in EEBEERARE
respect of ECLs 583
Impairment recognised HEBEFEREE
for loan receivables in B R RERR R (B
respect of ECLs 732
Impairment recognised L EL At E U FRIB TR EA
for other receivables in EEBBERRE
respect of ECLs 120 1,435
Allowance as at 1 RIEBEBMEBRE
January 2018 under ZRIZE95
HKFRS 9 R=Z—NF—A
— BB 6,153
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3. ADOPTION OF NEW OR AMENDED 3. BRMAHITUILBITE LK

HKFRSs (Continued) HwEER (@)
3.1 New or amended HKFRSs which are 3.1 E&ﬂﬁifﬁmi%lz%ﬁ*’fi‘i,@
effective during the year (Continued) CHE R EE N
B. HKFRS 9 - Financial Instruments B. EEBUBHREERFEIS —
(Continued) [B%TA| (£&)
(i) Transition (i) BE
The Group has applied the transitional AEEDEARBR

provision in HKFRS 9 such that HKFRS
9 was generally adopted without
restating comparative information. The
reclassifications and the adjustments
arising from the new ECLs rules

BHREERFIR 2
BIERX - AR EE
M mEERIF IR
EREBRAMBAE
SILL B A K o H U

are therefore not reflected in the FTEH{EEEEMRA
statement of financial position as at FREEZEHH»ER

31 December 2017, but are recognised
in the statement of financial position

FHESEN T —+
F+_-_A=+—H

on 1 January 2018. This mean that 2 B ES RO 2R IR A -
differences in the carrying amounts of ERZZE—-N\F—H
financial assets and financial liabilities — R 2B B R
resulting from the adoption of HKFRS Ao HISTMB B
9 are recognised in retained earnings T ¥ S 2R 95 AT
and reserves as at 1 January 2018. EAZ M EERY
Accordingly, the information presented BaEsREEE
for 2017 does not reflect the ER_Z—N\F—H
requirements of HKFRS 9 but rather — B 2R R

those of HKAS 39.

The following assessments have been
made on the basis of the facts and
circumstances that existed at the date
of initial application of HKFRS 9 (the
“DIA"):

R - Bt
—tFEZ 25 &R
TREB B RS
A A "W%J‘Z%EE
R EF BRI
%395&%2%&&"

A TEHEIIREBEEE
M mEERE IR
BEXERBEH(IE
RERBHFEZ
EERERMIEL

o The determination of the . EEEAY%
business model within which a BEZEBKIR
financial asset is held; =

0 The designation and revocation . ¥ E RAEHIR
of previous designations of RIEEE TR
certain financial assets and BEERIB
financial liabilities as measured BERBEE
at FVTPL; and SN EE

FIER &
KK LI B R A &
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3. ADOPTION OF NEW OR AMENDED 3. HRMAHITLRXLZLBITE BB
HKFRSs (Continued) HEXER (&)

31 New or amended HKFRSs which are 3.1 Fﬁﬁfﬁi?‘iz%ﬁ*’fi_ﬁ,@
effective during the year (Continued) BT EBMBREER (&)
B. HKFRS 9 - Financial Instruments B. EBUBEHREER IR —
(Continued) [B%TA| (£&)
(i) Transition (Continued) (i) A (&)
. The designation of certain . R 3EFE1E
investments in equity BE 2RI
investments not held for WEMHSA T
trading as at FVOCI. BRIEANTE
Bt AEM 2
Al s
If an investment in a debt investment A EFR IR E IR E
had low credit risk at the DIA, then REXERBHAR
the Group has assumed that the credit EERR  AIXEEH
risk on the asset had not increased ﬁ?&%ﬁﬁ?ZﬁEﬂ
significantly since its initial recognition. b B H 4] R

EAMRIE A -

C HKFRS 15 — Revenue from Contracts with C BBUBHREERE155 —
Customers [REEFE#HZ W]
HKFRS 15 supersedes HKAS 11 Construction if:%ﬁﬂ%i&i‘?&ﬁﬂfﬁﬁ?ﬁﬁl
Contracts, HKAS 18 Revenue and related REBSTERE115% [ &
interpretations. HKFRS 15 has established KEHN] BEGHENE
a five-steps model to account for revenue 185% [ s ] RIAEZRE B
arising from contracts with customers. B SHREERE155E &
Under HKFRS 15, revenue is recognised at YAXBRERERFPAEH
the amount that reflects the consideration ZWEFHAR - BIEBEEBNB
to which an entity expects to be entitled in WEERE159T  WasTHiR
exchange for transferring goods or services IR EREIEE AR P i ER
to a customer. om S AR 75 1 78 HE 3t 22 #2 AT U

Bz RESEER
The Group has adopted HKFRS 15 using the NEERAWEATHEES
cumulative effect method without practical EZ BT EARNE R
expedients. The Group has recognised the FEEREAERIZE155% - KEH
cumulative effect of initially applying HKFRS ERRABRNERBEHG
15 as an adjustment to the opening balance WmEYER|F 1558 2 Rt &2
of retained earnings at the date of initial R EXERABE (A=
application (that is, 1 January 2018). As a E-—NF—A—H)ZF¥
result, the financial information presented for REBEFARE - FH I » ==
2017 has not been restated. —tF 2 27|05 E R &

EpI
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3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

C

HKFRS 15 — Revenue from Contracts with
Customers (Continued)

The adoption does not have an impact on
the recognition of the Group’s main revenue
streams. Since the number of “open”
contracts for advertising income at 31
December 2017 is immaterial, there was no
material impact for the Group's result and
financial position. Rental income from lease
agreements is specifically excluded from the
scope of the new standard.

Details of the new significant accounting
policies and the nature of the changes to
previous accounting policies in relation to the
Group's various services are set out below:

B 755 R 2% B v

For the year ended 31 December 2018
BE_T-N\F+A=+—HILFE

3. ERMFMATUNKEBITEBYE

3 4 B

AT~

| (%)

31 REAFEREMZHETLHE
B ERMBHRERED (&)

(@

KKXZ{LIZBR AR A A

EENBHREERNELS
#— [REEFENZ K]
(%)

AZRAEERARE TR
SmRRLEZE -AR_F
—tF+-A=+—HE®H
WAZ TRFTEK] BEHEAE
Y AREKR A EAEEZ
KB NI ERRL EE AT
£ -HARmE B WRARE
TEBEBR IS R% ¥ AT S A $8 [
2SN

AMARESERG HE
EEHEERBEGHRE
SEIEE 2 HERIIWT
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

il

3. ADOPTION OF NEW OR AMENDED 3. ZRMHTIRHKLEITEEBHE
HKFRSs (Continued) HER (#)

3.1 New or amended HKFRSs which are 3.1
effective during the year (Continued)

C. HKFRS 15 — Revenue from Contracts with C

Customers (Continued)

Nature of the
services, satisfaction of

RAEFERNERZHETLRE
BIERMBREER (B)

EEUMBHEREERES
#- [ REEFEXNZ Wit |
(%)

Nature of change
in accounting policy

performance obligations and impact

Note Service and payment terms on 1 January 2018

REME - TREIEER S BREBMER

Bt = AR % ELC A R-B-NF-A—-Bz¥E
(a) Provision of The Group has determined that Impact

advertising the customers simultaneously HKFRS 15 did not result in

services receives and consumes the significant impact on the

benefits of the Group's
performance and thus the Group
concludes that the services should
be recognised overtime. Revenue
is recognised over time as those
services are provided. Invoices
for provision of advertising
services are issued according to
contractual terms and are usually
payable within 7 to 120 days.

(a) REE SRS AEBEETREF R BRI HE
BAEBELN 2 Fm Bt ASE
REZEREET —BRHEER -
ARANEBREZERS  Kag
F—ER R - REEERE 2
BEREBAVGEZHE  BEER
72120k AT -

As of 1 January 2018, an increase in contract
liabilities HK$2,212,000 and a decrease in
other payables and accruals of the same
amount were recognised.

1 36 KK Culture Holdings Limited
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Group's accounting policies.
However, upon the adoption of
HKFRS 15, the Group has made
reclassification from trade, bills
and other payables to contract
liabilities since under HKFRS
15, if there is any obligation to
transfer goods to a customer for
which the entity has received
consideration from a customer,
an entity should recognise a
contract liability.

2
ERMBREERF 155 L&
HAEBE @A BRENERY
2 - RERABBEMBERS
BERHIE 1558 AEBRIEEE
I REERF SRR E H RN
IR~ PR R IR N o B A RRIA
ENOBREEHNEE HNEBHE
BERHEEUBEFPREmMEEF
EEEm EMEE AEREE
ERaaE-

RZE—NF—HA—HB"'4&
4B EIN2,212,0005 T
LA R EL A JE < 3R 8 & FE AT
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Notes to the Financial Statements

3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

D.

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

The amendments to HKFRS 15 included
clarifications on identification of performance
obligations; application of principal versus
agent; licenses of intellectual property; and
transition requirements.

The adoption of these amendments has no
impact on these financial statements as the
Group had not previously adopted HKFRS 15
and took up the clarifications in this, its first,
year.

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

The amendments clarify that to transfer to
or from investment properties there must be
a change in use and provides guidance on
making this determination. The clarification
states that a change of use will occur
when a property meets, or ceases to meet,
the definition of investment property and
there is supporting evidence that a change
has occurred. The amendments also re-
characterise the list of evidence in the
standard as a non-exhaustive list, thereby
allowing for other forms of evidence to
support a transfer.

The adoption of these amendments has no
impact on these financial statements as the
clarified treatment is consistent with the
manner in which the Group has previously
assessed transfers.
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3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

3.2 New or amended HKFRSs which are issued
but not yet effective

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

The directors of the Company anticipate that all of
the pronouncements will be adopted in the Group's
accounting policy for the first period beginning
after the effective date of the pronouncement. The
directors of the Company are currently assessing the
impact of the new and amended HKFRSs upon initial
application. So far, the Directors have preliminarily
concluded that the initial application of these
HKFRSs will not result in material financial impact on
the consolidated financial statements. Information
on new and amended HKFRSs that are expected to
have an impact on the Group’s accounting policies
is provided below.
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3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

3.2

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

HKFRS 16 - Leases

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

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types
of leases differently.
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3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

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

HKFRS 16 — Leases (Continued)

As at 31 December 2018, the Group's total future
minimum lease payments under the non-cancellable
operating lease amounted to HK$17,330,000.
A preliminary assessment indicates that these
arrangements will meet the definition of a lease
under HKFRS 16, and hence the Group will recognise
a right-of-use asset and a corresponding lease liability
in respect of all the leases unless they qualify for
low value or short-term leases upon the application
of HKFRS 16. In addition, the application of new
requirement may result changes in measurement,
presentation and disclosure as indicated above.

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

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

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

3. ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

3.2

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

Amendments to HKFRS 9 — Prepayment Features
with Negative Compensation

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

This Interpretation is effective for accounting
periods beginning on or after 1 January 2019. The
amendments issued under the annual improvements
process make small, non-urgent changes to
standards where they are currently unclear. They
include amendments to HKFRS 3 which clarifies that
when a joint operator of a business obtains control
over a joint operation, this is a business combination
achieved in stages and the previously held equity
interest should therefore be remeasured to its
acquisition date fair value.

Annual Improvements to HKFRSs 2015-2017
Cycle - Amendments to HKAS 12, Income Taxes

This Interpretation is effective for accounting
periods beginning on or after 1 January 2019. The
amendments issued under the annual improvements
process make small, non-urgent changes to
standards where they are currently unclear. They
include amendments to HKAS 12 which clarify
that all income tax consequences of dividends are
recognised consistently with the transactions that
generated the distributable profits, either in profit
or loss, other comprehensive income or directly in
equity.

B 75 2% P

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

3. HRAFITLUBILBITEBUE
WEER (8

3.2

AT~

B M B RE R 2 H 5] LA
B ERMBHRERED (&)

BB BHREEREINR Z 16T —
[EEFEERZEGFRH]
HERBR-_T-NF—-A—Hs
ZERaz g HRLER - BREE
FUEE MR EE RN BERME
BRI SRS B 755 ) R S A AR B
BEAFEEFARMEEREZ)
AFFE-MIFBEBESEAFEE
SRR TG E

HERBER _T—-NAF—A—H%
ZEFREZ ST BREER - RIEF
EHCEBRMB M 2 R FETHIRE
I TR FE 2 % TR ZE QI VR 0 A e
s ZER P BREBEBMH®
EREAIEIFZIER]  HBBRE
B—E2BAKEERBHRHAKEL
TR - AIZ R A H OB BUE
B BUERR B RERENTE
RENEERZ AFEE-

—E-LFEE_F-—+FAHZE
BUBREEAFENE-EEE
T ERIFE 1255 [ 58 ] 2 65T
HEZRER _F-NF—HA—H=x
ZERBZ ST HEER  RIEF
ECEBIZ MM 2 L FERTH A
b B RE 2 % 18 A BV H AR e
SO ZEH - HPBREBGE
125 28] HBBREZFT
BFRSBREREBELRDIKENZ
RSFER—HW AR ER  Hf
2EPRE N ERN SR

KKZ bR B R A 3
2018F F 3R

141



Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

3.

142

ADOPTION OF NEW OR AMENDED
HKFRSs (Continued)

3.2 New or amended HKFRSs which are issued

but not yet effective (Continued)

Annual Improvements to HKFRSs 2015-2017
Cycle - Amendments to HKAS 23, Borrowing
Costs

This Interpretation is effective for accounting
periods beginning on or after 1 January 2019. The
amendments issued under the annual improvements
process make small, non-urgent changes to
standards where they are currently unclear. They
include amendments to HKAS 23 which clarifies that
a borrowing made specifically to obtain a qualifying
asset which remains outstanding after the related
qualifying asset is ready for its intended use or sale
would become part of the funds an entity borrows
generally and therefore included in the general pool.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

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

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

()

(i)

(iii)

Estimated impairment of trade receivables

The Group uses provision matrix to calculate
impairment of trade receivables. The provision rates
are based on the past collection history 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. In
addition, trade receivables with significant balances
and credit impaired are assessed for impairment
individually.

Depreciation

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

Current taxation and deferred taxation

The Group is subject to income taxes in different
jurisdictions. Significant judgement is required in
determining the amount of the provision of taxation
and the timing of the related tax. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. Where the final outcome of the
tax matters is different from the amounts that were
initially recorded, such differences will impact the
income tax and deferred tax provisions in the period
in which such determination is made.
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For the year ended 31 December 2018
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4. CRITICAL ACCOUNTING ESTIMATES AND 4. EESI{4ztRHE &)
JUDGEMENTS (Continued)

(iv) Estimated impairment of goodwill and (ivy BERHEHMEREEE 2GR
other intangible assets =)
The Group tests annually whether goodwill and REBEFFEDRIREME2.7K%2.8
other intangible assets have suffered any impairment Fr5l ST R EITEE R EME
in accordance with the accounting policy stated REEREBEANRA ReEFEMZ
in Note 2.7 and 2.8 respectively. The recoverable AR E e EEREEAEETEE
amounts of CGUs have been determined based on EE - RBEREEREEL RFE
value-in-use calculations, which require the Group LA AEEAGGREBARERESE
to estimate the future cash flows expected to arise GFENEFZARREREARE
from the CGU and a suitable discount rate in order B2 BRI -

to calculate the present value.

5. TURNOVER 5. &EX#
The principal activities of the Group are the provision of RNEB X ZXBRIREESRE RME
advertising services and property investment. Further details BE - BRAAEBETEXK 2 E—TFHE
regarding the Group's principal activities are disclosed in N
Note 6.
2018 2017
—B-N\F —T—+F
HK$'000 HK$'000
FHER FAET
Revenue from contracts with customer MNE B S 78
within the scope of HKFRS 15: 1558 E E A
REBEPEH W
Advertising income BEEWA 72,602 97,810
Rental income WA 462 724
73,064 98,534
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TURNOVER (Continued)

The following table provides information about trade
receivables and contract liabilities from contracts with
customers.
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5. EXEHE

THRIBHESGERFERKREAREAL Y
ABHBEEAR -

31 December 1 January

2018 2018

—E-N\F —ZE-NEF

+=A=+—H —H—H

HK$'000 HK$'000

FET FHET

Receivables JFENRIE 11,900 26,520
Contract liabilities (Note 3.1C and EHBE (M3 1CRMF

Note 25) 25) 612 2,212

Contract liabilities mainly relate to the advance
consideration received from customers. HK$2,164,000
of the contract liabilities as of 1 January 2018 has been
recognised as revenue for the year ended 31 December
2018 from performance obligations satisfied due to the
completion of services.

The Group has applied the practical expedient to its sales
contracts for advertising services and therefore the above
information does not include information about revenue
that the Group will be entitled to when it satisfies the
remaining performance obligations under the contracts for
advertising services that had an original expected duration
of one year or less. No other consideration to be included
in these sales contracts.

AHEEETZHEREFBANREGFHE K-
—N\FE—A—BZA%8E2,164,0008 LEH
EXREREMETENEARREBE-ZS—N\F
+-RA=+—BUHFEz Wk

AEBCERARTRENEZNEERESRKHEES
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'.I:lll

6. SEGMENT INFORMATION

The executive directors have identified the Group’s two
service lines as operating segments as described in Note
2.23. These operating segments are monitored and
strategic decisions are made on the basis of adjusted
segment operating results.

7 EE R
a2 23574 - iﬂﬁ%%aiwwﬁ
R R 5 A D B - L

EIPELESEEE
BRI SR

BOBEE

B R TE ©

%iiﬁﬁj%%ilﬁz

Advertising Property investment Consolidated
E& NERE )
2018 2017 2018 2017 2018 2017
“E-N\E  ZE—+tfF ZB-NE CZE+tFf ZB-NE CZTtF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T AT TiEn TR TiEx Fi#x
Revenue e
- External sales —HIMHE 72,602 97,810 462 724 73,064 98,534
Reportable segment AEHHH
(loss)/profit (BR) /&5 (41,614) (50,049) 2,274 (170) (39,340) (50,219)
Amortisation of other HtENEE
intangible assets B 50,524 90,436 - - 50,524 90,436
Depreciation e 44 26 739 343 783 369
Expected credit losses 85 REMER
on trade and other FIEN R EK
receivables and loan ER B
receivables, net of REER:
reversal nRER 3,651 4,556 - 162 3,651 4,718
Impairment of goodwil HERE 3,211 - - - 3,211 -
Impairment of other HtEMEE
intangibles assets B 20,012 = - = 20,012 =
Compensation income HNRERH
on profit guarantee HEWA
arrangement (14,614) - - - (14,614) -
Gain on disposals of HENE  BE &
property, plant and BLpAEn
equipment - (45) - - - (45)
Gain on disposals of a HE—HE
subsidiary INCIPA 6 (15,159) = = = (15,159) =
Gain on disposals of HEREMEL
investment properties Wgs - - (3,243) - (3,243) -
Reportable segment 2RI BEE
assets 88,570 201,590 17,890 27,656 106,460 229,246
Additions to non-current FRAFEXAE
segment assets during 2 PEE
the year 12,646 99,192 - - 12,646 99,192
Reportable segment 2RI HEE
liabilities 70,086 117,189 494 212 70,580 117,401
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For the year ended 31 December 2018

HE-ZT—N\F+-A=+—HILFE
6. SEGMENT INFORMATION (Continued) 6. EBER (@)

2018 2017
—E-N\F —T—+F
HK$000 HK$'000
FHBxT FHEIT
Total reportable segments’ loss A2 W BEEERE (39,340) (50,219)
Unallocated corporate income RABEEZERA 859 2,976
Unallocated corporate expenses* AOBEER (33,858) (32,181)
Finance costs B % & A (1,825) (2,101)
Loss before income tax BrPTISTRRTE 1R (74,164) (81,525)
Total reportable segments’ assets A 2RO EPEELRRE 106,460 229,246
Available-for-sale financial assets AHHERKEE - 17,369

Equity instrument at fair value through BRAFEEFAHRMEE
other comprehensive income Was 2 AT A 26,852 =

Non-current assets classified as held for I ARBFERIEREEE

sale - 28,588
Loan receivables JEUE R 3,880 4,000

Deposit for acquisition of property, plant W EE Y - s MRt 2
and equipment ik - 3,988
Cash and cash equivalents Be MRS ZFEER 94,118 16,812
Other corporate assets HEhEEE 15,574 24,811
Group's assets SEEE 246,884 324,814
Total reportable segment'’s liabilities 2wy HBAaEL L%E 70,580 117,401
Amount due to a director Bt —REERT 3,593 —
Bank borrowings RITEE - 5,896
Loans from a shareholder — AR ZER - 40,312
Other corporate liabilities HEmhEaE 818 11,922
Group's liabilities SEAE 74,991 175,531
@ Unallocated corporate expenses mainly included staff @ AOECEBRAEIEAREARRIMESL

costs and legal and professional expenses incurred by the

Company.
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6. SEGMENT INFORMATION (Continued)

In the following table, revenue is disaggregated by primary
geographical market, major products and service lines
and timing of revenue recognition. The table also includes
a reconciliation of the disaggregated revenue with the
Group's reportable segment.

DEER (®)

RTR BERIBHETS TEEM
KRG ZFIA R R R 2 4 o TR
NERIFWREEAEE R 2H 0 828

°

Advertising Property investment Total
B& NERE ait
2018 2017 2018 2017 2018 2017
ZE-NFE —T—+F ZB-NF T+ ZB-NF —T+F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THET TER THET TER THET
Primary geographical FE#ETS
market
Hong Kong B 65,305 61,158 462 724 65,767 61,882
PRC F 7,297 36,652 - - 7,297 36,652
72,602 97,810 462 724 73,064 98,534
Major products/ TEER/
Services PR 7%
Provision of advertising  fRAEEE R
services
— Recruitment — R 64,104 61,158 - - 64,104 61,158
- Train media —HEER 8,498 36,652 - - 8,498 36,652
72,602 97,810 - - 72,602 97,810
Property rentals MEHSE - - 462 724 462 724
72,602 97,810 462 724 73,064 98,534
Timing of revenue W 5 T 0
recognition
Transferred over time £ —EX & fA]
HE 72,602 97,810 462 724 73,064 98,534
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6. SEGMENT INFORMATION (Continued) 6. DEER (&)
The Group's revenues from external customers and its non- REBRBINARTS 2 WHAREIFERS
current assets other than financial instruments are divided BE (TEREVBIA)ED AU THIE -

into the following geographical areas.

Revenue from external

customers Non-current assets
REMAEF 2z FRBEE
2018 2017 2018 2017
—E2-NF E2—+F ZB-NF —T+F
HK$'000 HK$'000 HK$'000 HK$'000
FE T FAT THET FAT
PRC H 7,297 36,652 22,849 157,913
Hong Kong (domicile) BB (EBEFTEH) 65,767 61,882 54,277 57,148
73,064 98,534 77,126 215,061
Sales by geographical markets are analysed based on the i mIZE D 2 HETIREES ML
N s 325 & > =l
location of customers and the geographical location of ﬁﬁﬂﬁ ﬁﬁ#/’w@]QE‘ZMEME%M&%
non-current assets is based on the physical location of the BEZ BRI M EE ©
assets.
Revenue from a major customer with whom transaction HRSBBRRERZI10% ZEREFH
has exceeded 10% of the Group’s revenue is as follows: LETUNNE
2018 2017
—E-N\F —F—tF
HK$°000 HK$'000
FHET FHET
Advertising — Customer A EE - BFH - 26,932

KKXZALIZERR AR A &)
20185|551L\5$|>’1 149
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For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

7.

150
—— e

OTHER INCOME 7. HMRBA
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHER FAT
Interest income FESA 930 224
Imputed interest income on non-current —BRRIEHE 2 IERE
interest-free loan from to a shareholder TE R EER 2 A5
A 2 - 1,259
Gain on disposals of investment properties HEREWE 2 Wk 3,243 =
Gain on disposals of property, plant and HEME  BEREREL
equipment g - 411
Gain on disposals of prepaid land lease HEBMN L HAS 2 K
payments - 724
Compensation income on profit guarantee & IR B ZHE 2 f{EIRA
arrangement (Note 24) (FMI5E24) 14,614 -
Bad debts recovered el = - 4
Exchange gain & 110 3,568
Sundry income TR A 29 146
18,926 6,336
FINANCE COSTS 8. MBEAR
2018 2017
—E-N\F —E—+F
HK$000 HK$'000
FHER FAT
Interest charges on bank borrowings with ~ $R{TIEEZ R E X - &
repayment on demand clause BEBRENER
370 94 112
Interest charges on other borrowings with ~ HEEE 2 F e - &h
repayment on demand clause BEARERERZ
fiR 566 -
Imputed interest expenses on loan from a  —&BREZERZHHFIE
shareholder (Note 32) FAx (M3E32) 1,259 -
Imputed interest expenses arising from FERTRFRTRE B A 2 fhET
license right fees payables (Note 31) FERZ (FIFE31) 2,436 2,101
4,355 2,213

KK Culture Holdings Limited
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LOSS BEFORE INCOME TAX

For the year ended 31 December 2018

BE—T-\F+-_A=1+—HLFE

9. KRAEBRIEE

2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
FET FAT
Loss before income tax is arrived at after BRATS BRI EIBE IR
charging/(crediting): (5t A) T3 &8 -
Amortisation of prepaid land lease TR 4 Hh A & B8 5
payments - 101
Amortisation of other intangible assets* Hithmm & s~ 50,524 90,436
Auditor’s remuneration Z BB < 620 600
Depreciation of property, plant and M BB REE2TE*
equipment* 3,654 591
Depreciation of investment properties WEMEZITE 739 880
Employee benefit expense (including EEEMHAE (BEES
directors emoluments) (Note 11) Bi<) (PzE11) 38,919 33,719
Impairment of goodwill (Note 18) EERE (FHE18) 3,211 =
Impairment of other intangible assets Hi @& ERE
(Note 19) (KtEE19) 20,012 -
Expected credit losses on trade and other & 5 I E fth FE U R IA LA &%
receivables and loan receivables, net of ERER 2 TBREER
reversal E518 - fBR#EE[E 3,662 4,718
Minimum lease payments paid under BETYIEB 2 &L
operating leases in respect of: Frf B2
— Rented premises and production facilities ~—F &% &k A E R 11,137 5,870
— Internet access line — R ER - 48
— Office equipment S VNE - 91
Direct operating expenses arising from EEHSRAZREME L
investment properties that generated HELERY
rental income 191 184
(Gain)/Loss on disposals of a subsidiary HE—FEHNBARZ
(Wzs) /BHE (15,159) 1,331
& Included in administrative and other operating expenses a T ATTEUR H 45 & & F

During the year, auditor’s remuneration for other services
amounted to HK$150,000 (2017: HK$150,000).

T

KKZ bR B R A 3
2018F F 3R

RAFERN HMWREZ2ZHEAME A
150,000/ (=& —+4F : 150,000/5

101
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For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

10. DIRECTORS’ REMUNERATION AND 10. EEME NN EEEMS
SENIOR MANAGEMENT'S EMOLUMENTS

(a) Directors’ emoluments (a) E=Me
The aggregate amounts of the emoluments paid or BN ENES M@ NT
payable to the Directors are as follows:
Retirement
benefit
Salaries, and  Discretionary scheme
Fee allowances bonus  contributions Total
BHRER
e FEREM A HE L8 &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THAT FHR THAT THET THT
2018 —8-N\%
Executive directors WTES
Mr. Liu Gary Wei (resigned on ~ BJ#% 4 (R=S—NE
23 January 2019) —AZ+=REf) 360 - - - 360
Mr. Tsang Hing Bun ERExE 600 = = - 600
Non-executive directors FHTES
Mr. Chen Jiarong (resigned on ~ BXRFA4E (R=ZF—/\
28 November 2018) E+—A-+)\BE
f£) 330 - - - 330
Mr. Yiu Yu Cheung FALE 600 635 - - 1,235
Mr. Leung Siu Kee (resigned on  ZKELE (R=ZF—\F
26 January 2018) —RZ+ HEf) 17 - - - 17
Independent non-executive  BIUFHTEES
directors
Mr. William Keith Jacobsen EREfs 120 - - - 120
Mr. Chan Chiu Hung, Alex BRELEE 120 - - - 120
Mr. Chan Siu Lun REmEE 120 - - - 120
2,267 635 - - 2,902
2017 —T+t%
Executive directors HTES
Mr. Liu Gary Wei (resigned on ~ BJ# %4 (R=F—14F
23 January 2019) —B=1+ZREf{) 360 = - = 360
Mr. Tsang Hing Bun BEELL 662 - - - 662
Non-executive directors FHTES
Mr. Chen Jiarong (appointed on BEXF %&£ (R=F—+4F
10 January 2017) —A+REZE) 390 - - - 390
Mr. Yiu Yu Cheung hFMEE 650 650 - = 1,300
Mr. Leung Siu Kee (resigned on 2k E%E (R=F—/\F
26 January 2018) —RZ T REf) 240 - - - 240
Independent non-executive BIFHTEES
directors
Mr. William Keith Jacobsen 4L 120 - - = 120
Mr. Chan Chiu Hung, Alex BRELEE 120 - - - 120
Mr. Chan Siu Lun RERLE 120 - - - 120
2,662 650 - - 3,312
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10. DIRECTORS’ REMUNERATION AND
SENIOR MANAGEMENT’'S EMOLUMENTS
(Continued)

(a)

(b)

Directors’ emoluments (Continued)

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

During each of the two years ended 31 December
2018 and 2017, none of the Directors waived or
agreed to waive any remuneration and there were
no emoluments paid by the Group to the Directors
as an inducement to join, or upon joining the
Group, or as compensation for loss of office.

Five highest paid individuals

The five individuals whose emoluments were
the highest in the Group for the year included
none of director (2017: one) whose emoluments
are reflected in the analysis presented above.
Emoluments payable to the remaining five (2017:
four) individuals during the year are as follows:

B 755 R 2% B v

For the year ended 31 December 2018
BE_T-N\F+A=+—HILFE

10 EEME RSN EHEHEMNS

(#&)

(a)

(b)

EEME (8

APTESTINZERREMME
RRZEALHRETERRA RE
MEAREBEBIEMRGE 2 —
AREN < -

REEZZE—NFRZZT—LtF
T+ A=+ RIMEFEZSF -
I % % = R E K [F 2 R EE A B
T MASEBATES NS TFE
ZEARSIEENALRERER
IS 52 BB 2 R B X sk 1 /4 ik B
-

TuESHMAL
AEBAFEZRAURSHFMAL
Y ABEEMESE (%
—fr)  BEZHEENR EXETZ
DT R o AN RN E AR
—E—E M) RSEMAL
ZEMAT

2018 2017
—E-N\E —E—+t5F
HK$'000 HK$'000
FHBxT FHET
Salaries, allowances and other benefits ¥4 ~ 285 & H b g A 10,071 5,087
Discretionary bonuses B TEAL 1,270 670
Retirement benefit scheme ROREFFHEI R

contributions 54 18
11,395 5,775

KK AbIZ R G R A &)
2018F F 3R 1 53
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For the year ended 31 December 2018
BE_T—\Ft+-RA=1+—HIFE

10. DIRECTORS’ REMUNERATION AND 10. EEMEe RS REEEM L

SENIOR MANAGEMENT’'S EMOLUMENTS (8)
(Continued)
(b) Five highest paid individuals (Continued) (b) HBuUZESHFMAL (H)
The emoluments fell within the following bands: BN F T FIEE
Number of individuals
A
2018 2017
—E-N\F —T—tF
Emolument bands Pt <& €5 [
HK$500,001 — HK$ 1,000,000 500,001 7TE
1,000,000 7T - 2
HK$1,000,001 — HK$ 1,500,000 1,000,001/ 8L E
1,500,000/ 7T = =
HK$ 1,500,001 — HK$2,000,000 1,500,001/ TE
2,000,000/ 7T 2 1
HK$2,000,001 — HK$2,500,000 2,000,001 TE
2,500,000/ 7T 2 1
HK$2,500,001 — HK$3,000,000 2,500,001 TE
3,000,000/ 7T = -
HK$3,000,001 — HK$3,500,000 3,000,001 T2
3,500,000/ 7T 1 -
5 4
During each of the two years ended 31 December REBEEZZT-N\FERZZT—LtF
2018 and 2017, no emoluments were paid by the TZRA=+—HIMEAFESSF -
Group to any of the five highest paid individuals as AEBWESNME TR S
an inducement to join or upon joining the Group or AL ERREIEEMARERESK
as compensation for loss of office. RANAZRER B i 2 B X sk e = Bt

BifmfE -
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11. EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTS)

11.

B 755 R 2% B v

For the year ended 31 December 2018
HE_Z-N\F+_A=+—HILFE

BERANAX (BEEENE)

2018 2017
—g-Nn\& -t
HK$'000 HK$'000
FHBxT T
Directors’ fees E ik 2,267 2,662
Wages, salaries and other benefits I%& - e kAEMmEH 35,745 29,928
Retirement benefit scheme contributions RIREFFHEI R 907 1,129
38,919 33,719

12. INCOME TAX EXPENSE/(CREDIT) 12. FiE8iEx (E&)

Hong Kong profits tax has been provided at the rate
of 16.5% (2017: 16.5%) on the estimated assessable
profits for the year. Taxation on overseas profits has been
calculated on the estimated assessable profits for the year
at the rates of taxation prevailing in the countries in which
the Group operate.

EBFESH I AFEE 2 BT ERBOER
#16.5% (ZZF—+F:16.5% ) 2B R:T
REBE - BINTBRNEAEECEER
FTEBRR ZBITRERFERZ T ERR
S M T & o

2018 2017
—E-NF —E—tf
HK$000 HK$'000
FHT FE 7T
Hong Kong profits tax BAENEE
Current year REE 1,193 1,818
Deferred tax (Note 33) EEFLIE (MEE33)
Current year REE = (7,869)
1,193 (6,051)
KK AbIZ R G R A &)
2018F F 3R 1 56
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

12. INCOME TAX EXPENSE/(CREDIT) (Continued) 12. FiB%iBAxX ~ (#E&R) (&)

Reconciliation between income tax expense and accounting et HERERANEFE 25 EE
loss at applicable tax rates is as follows: HERWT
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHER FHET
Loss before income tax MRAETS BRI E 18 (74,164) (81,525)
Notional tax calculated at the rates BENIE  RE@ERT DA
applicable to the losses in the tax EE BERERRE
jurisdictions concerned T8 (12,237) (13,523)
Tax effect of non-taxable revenue BARMBAZ RBZE (5,650) (535)
Tax effect of non-deductible expenses PRI AT RS2 13,175 9,309
Tax effect of tax losses not recognised RERRIBEE BT E 5,947 17
Utilisation of previously unrecognised tax  B)fB Z BIARFER 2 B E 18
losses (42) (1,319)
Income tax expenses/(credit) Fesimx (&) 1,193 (6,051)
13. DIVIDENDS 13. BRE
The directors do not recommend the payment of a dividend EETRRENEBEZE=-E-—N\EER=ZF
for the years ended 31 December 2018 and 2017. —+tFT A=+ —HLEFEZRE -
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For the year ended 31 December 2018
HE_Z-N\F+_A=+—HILFE

14. LOSS PER SHARE 14. BREE
The calculations of basic and diluted loss per share are ERERREFEBDBEUTBIE
based on the following data: &
2018 2017
—E-N\F —ET—tF
HK$'000 HK$’000
FET FET
Loss for the year attributable to equity AR FIERRRENS 2
shareholders of the Company REZEE (55,952) (57,834)
Number of shares
BRHEE
2018 2017
—E-N\F T
‘000 ‘000
FE Tt
Weighted average number of ordinary AR ESREARARES
shares for the purpose of basic and B 2 R AR i
diluted loss per share FHE 398,159 370,246

In 2018 and 2017, diluted loss per share attributable to RIZE—NFR-ZZT—tF BHRITEERER
owners of the Company are the same as basic loss per RESEZE KARAEF ARG ZEREETER
share as the impact of the exercise of share options was EEFAREAEIEAER -

anti-dilutive.

KKZ bR B R A 3
mwigﬁ 157
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For the year ended 31 December 2018
BE_T—\Ft+-RA=1+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ BERRXE

Computer
Leasehold  Furniture and Office Leasehold equipment Motor
building fixtures  equipment improvements  and system vehicles Total
HERT  BAREE  BOZRG HERE EERERZS AE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Ti#n Ti#n Ti#n Ti#n Ti#n TR TR
At 1 January 2017 RZE-t5-F-A
Cost WA 2899 1,428 1,44 1,207 23941 1972 32,691
Accumulated depreciation  EFHE (502) (1,280) (1,204) (1,203) (23871) (897) (28957)
Net book amount BEHE 2397 148 40 4 70 1,075 3734
Year ended 31 December  BE-Z—+F+_F
2017 ST-AIEFE
Opening net book amount ~ EAIEREFE 2397 148 40 4 70 1,075 3734
Additions AE - 18 1 - 108 580 ni
Disposals rt= (2,346) = = = = = (2,346)
Depreciation Vi (51) (66) (18) (4) (76) (376) (591)
Closing net book amount ~ FXEEFE = 100 33 - 102 1,279 1,514
At 31 December 2017 RZE—tF+ZA
=1+-H
Cost A - 1,446 1,255 1,207 23,057 1,966 28,931
Accumulated depreciation  Z5THE - (1,346) (1,222) (1,207) (22,955) (687) (27.417)
Net book amount BETE - 100 3 - 102 1,279 1,514
Year ended 31 December ~ BZ=5—/\E{+ZA
2018 ST-AEFE
Opening net book amount 4B FE - 100 3 - 102 1,279 1,514
Additions AE - - 6 8,521 - - 8,527
Depreciation ik - (51) (18) (3,068) ) (476) (3,654)
Closing net book amount  FREEFE - 49 pA| 5,453 61 803 6,387
At 31 December 2018 RZE-N\E+ZA
=1+-f
Cost KA - 1,446 1,261 9728 23,057 1,966 37,458
Accumulated depreciation  Z:#E - (1,397) (1,240) (4,275) (22,996) (1,163) (31,071)
Net book amount BEHE - 49 ” 5,453 61 803 6,387
“58 KK Culture Holdings Limited
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For the year ended 31 December 2018
HE_Z-—N\F+_A=+—BHULEE

16. PREPAID LAND LEASE PAYMENTS 16. FE{F L #FAE
2017
—E—+F
HK$'000
T
At 1 January n—H—8

Cost PR R 5,749
Accumulated amortisation BT (997)
Net book amount BREAE 4,752
Opening net book amount FHERMFE 4,752
Amortisation 3! (101)
Disposals HE (4,651)
Closing net book amount FARIREFE =

At 31 December R+—A=+—8
Cost DN -
Accumulated amortisation RS -
Net book amount BRMEFE -

KKZ bR B R A 3
2o1sfﬁfL\E$E 1 5(;
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For the year ended 31 December 2018
BE_T—\Ft+-RA=1+—HIFE

il

17. INVESTMENT PROPERTIES 17. REWE
2018 2017
—®-N\F  —T—tfF
HK$'000 HK$'000
FHBxT FHEIT
At 1 January m—H—AH

Cost BN 30,000 30,000
Accumulated depreciation 2EHE (2,934) (2,054)
Net book amount REFE 27,066 27,946
Opening net book amount FHERM A 27,066 27,946
Disposals HeE (16,696) =
Depreciation e (739) (880)
Closing net book amount ERIREFEE 9,631 27,066

At 31 December WN+=—A=+—H
Cost RN 11,654 30,000
Accumulated depreciation REEHINE (2,023) (2,934)
Net book amount BREEE 9,631 27,066

All investment properties as at 31 December 2017 were RZ-Z—+t&F+_A=+—HZMBEEREVEE
pledged to secure bank borrowings granted to the Group F{EASEEERIEITHEE ZHEM (FIFE30) o

(Note 30).

“éo KK Culture Holdings Limited
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

INVESTMENT PROPERTIES (Continued) 17. REWZE (8
As at 31 December 2018, fair value of investment RZEBE-NF+_A=1+—8 REWZE
properties was approximately HK$12,400,000 (2017: BAFEELA12,400,0008 L (=F
HK$32,000,000) which is a level 3 recurring fair value —-+4F:32,000,000/87C)  LBREIE
measurement and was based on the valuation performed LEMAFEETE YERERBIE
by an independent professional valuer. The fair value of EMEMETZHE ANEB 2 IREMSE
the Group's investment properties were estimated using NEBEERLEBUEEMET  TEARRKRR
comparison approach assuming sale in its existing state MECEBRARELE  WREEF@ TS
with the benefit of vacant possession by making reference AR AT LR B RE c EEHEE AR
to comparable sales evidence as available in the relevant VART X B B8 ) S B2 ] L SR W 35 7 A b 48 28
market. Appropriate adjustments have been made to AEFEMEZE - A FEEFESEN L
account for the differences between the properties and MYMEN T REEER BEEERARZ
the comparables in terms of other relevant factors. The WEAR - FR - EWE 2 (HERM I &
fair value measurement is based on the above properties’ o o
highest and best use, which does not differ from their
actual use. There were no changes to the valuation
techniques for investment properties during the year.
GOODWILL 18. EH&
2018 2017
—E-N\F —E—+t5F
HK$'000 HK$'000
FET FAT
At 1 January W—HA—H
Gross carrying amount ERE(E 17,330 17,330
Accumulated impairment REPRE (14,119) (14,119)
Net carrying amount BREFE 3,211 3,211
Year ended 31 December BZ+=-A=1+—HLEE
Opening net carrying amount FHRREFE 3,211 3,211
Impairment loss recognised for the year FAEBARRERSR (3,211) =
Closing net carrying amount FAREEEFE - 3,211
At 31 December R+=A=+—H
Gross carrying amount RARTEE 17,330 17,330
Accumulated impairment ZERE (17,330) (14,119)
Net carrying amount BREFE - 3,211
KK LI B R A & 16}
2018F F IR
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For the year ended 31 December 2018

HE—_T—

18.

162
—— e

NF+ZA=+—RHILFE

GOODWILL (Continued)

As at 31 December 2018 and 2017, goodwill is allocated
to CGU in advertising segment operated by Fullmoon
Global Limited (“Fullmoon Business”).

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

The recoverable amount for this CGU is determined based
on value-in-use calculations. These calculations use cash
flow projections based on financial budgets approved by
management covering a five-year period. The growth rate
does not exceed the long-term average growth rate for
the advertising business in which the CGU operates. The
discount rates used for value-in-use calculations are pre-tax
and reflect specific risks relating to the relevant CGU.

The key assumptions used for value-in-use calculations are
as follows:

18.

Growth rate

BE(E)

RZBE—NFER-_E—+Ft+-_A=1+—
A &5 8 Z B Fullmoon Global Limited
(TFullmoon%7% | ) &&& 2 EE D REE
BT o

SREAEMS  2XmERRE KRR
ATt n e ZREE DT 7 :

ReELEMZAEREEENERAEER
RIEEE - L“JZ@%%F B E
ZRERFHHEMBEEZRERER
Ao BERYEBHRECELEMLEZ
F¢%%ZE%¥ﬂﬁEI EREER
BRERZTRAEBRAMTIRE  RRT
HAEREELEMAE  AREAR -

EREEAEMBEZ/RET

Pre-tax discount rate

BRE BiATHT IR R
2018 2017 2018 2017
—E-N\F T —E-N\E T+
Fullmoon Global Limited 10% 20% 24% 21%

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

Apart from the considerations described above in
determining the recoverable amount of the CGU, the
Group's management is not currently aware of any other
probable changes that would necessitate changes in their
key assumptions. However, the estimate of recoverable
amount of the Group’s CGU is particularly sensitive to the
discount rate applied.
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

18. GOODWILL (Continued) 18. BE (&)
Pursuant to the result of value-in-use calculations, the BEEABEME AR R \F1+=
recoverable amount of this CGU as at 31 December 2018 A=+—0 HREELSEMZAIKEISER
was HK$21,104,000 (2017: HK$77,061,000). Impairment 21,104,000% 7T ( ZZF—+t4F : 77,061,000/
loss of HK$3,211,000 (2017: Nil) and HK$20,012,000 (2017: 7) - IRBEEZ KEMHE EREEREE
Nil) (Note 19) were recognised in respect of the goodwill AW EERE BN T AEBE R K b
and other intangible assets respectively, to the extent that & E S RIHERREEE3,211,00087T (==
the carrying amount exceeded its recoverable amount —4F  ££) 120,012,000/ 7T (ZZE—+4F:
based on the best estimate by the Directors. ) (PfEE19) o
19. OTHER INTANGIBLE ASSETS 19. HiEFEEE
Advertising agency
license rights
BERBETE
2018 2017
—E-N\F —E—+t5F
HK$'000 HK$'000
FERT FHAT
At 1 January W—HA—H
Gross carrying amount HARREE 289,386 194,899
Accumulated amortisation RET#EE (131,473) (41,037)
Net carrying amount BREFE 157,913 153,862
Year ended 31 December BE+t-A=+—HLEE
Opening net carrying amount FHRREFE 157,913 153,862
Additions (Note) WNE (MHEE) - 94,487
Disposals of a subsidiary (Note 40) HE—FHHE AR
(Bf5E40) (64,528) -
Amortisation b5 (50,524) (90,436)
42,861 157,913
Impairment loss recognised during the FABERREESE
year (20,012) -
Closing net carrying amount FARREFE 22,849 157,913
At 31 December R+=A=+—8H
Gross carrying amount ERE(E 194,899 289,386
Accumulated amortisation and impairment ~ Z&T#E 8 & E{E (172,050) (131,473)
Net carrying amount BREFE 22,849 157,913

KKXZALIZERR AR A &)
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For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

19. OTHER INTANGIBLE ASSETS (Continued) 19. HEFLEE (&)
Note: Bt
On 1 August 2017, Star Prestige Investments Limited (“Star R=F—+tFNA—B AELEERAA
Prestige”), a subsidiary of the Group incorporated in Hong Kong, (TRBEE | AEEREBEMALZHE
entered into a Wi-Fi advertising media lease agreement (the AR BBEIT Y BERAKESEEEBG R
“Wi-Fi agreement”) with Shengyu for obtaining the exclusive ([EgBERmZE])  NABABESEMNERE
advertisement rights in the wireless networking system at train EEEB BEE EREARCBRESE - BF
stations operated by Guangzhou Railway Group. The Wi-Fi BEGRER_E_EF+—A=THIH - X
agreement will be expired on 30 November 2020. Star Prestige BREEER_ZE-N\FLA=ZT=BHE (it
was subsequently disposed of on 23 July 2018 (Note 40). 5£40) °
During the year ended 31 December 2018, the Group BHE-Z-N\FT+-_HA=+—HIEFE"
had continuously suffered loss from Fullmoon Business. RNEE ZFullmoon 5B RIS E1E -
The Directors conducted a review of the recoverability of EZERASBEEMEREE 2 JKEE
the Group's other intangible assets and determined that HEITRRE - WHEEFT AFullmoon¥#%IE T
the other intangible assets included in the CGU under REeEFBEN AMBTEEENBE_Z
Fullmoon Business were impaired during the year ended —N\FE+_A=+—HIEFELHBERE "
31 December 2018. Particulars of the impairment loss BHERBERE BRI 18IKE -
recognised are disclosed in Note 18.
20. AVALIABLE-FOR-SALE FINANCIAL ASSETS 20. AJ#tHHEHKEE
2017
—E—+F
HK$'000
FHET
At 1 January R—H—H 44,979
Net fair value changes taken to other comprehensive — Hfh 2 FEWES 2 A F(EEE S F58
income (Note 36) (HI3E36) 978
45,957
Transfer to non-current assets classified as held for EEZIRRHETERNIERBEE
sale (Note 27) (KI5E27) (28,588)
At 31 December PR+ — 17,369

164
—— e

As at 31 December 2017, all above financial assets of the
Group are listed equity securities in Hong Kong at fair value
of HK$45,957,000. The fair values had been determined
directly by reference to published price and quotations in
active market.
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20.

21.

Notes to the Financial Statements

AVALIABLE-FOR-SALE FINANCIAL ASSETS
(Continued)

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

EQUITY INSTRUMENTS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME

20.

21.

B 755 R 2% B v

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

AHHENKEE (8)

R-E—tFE+-_A=+—H A#tEE
M EEETEREN G EERER
HAFBERGARRDZEMAKAE &
E-T—+F+_A=+—HILEFE R
BH A2 10FTEZBUR 2 SRELER
BEERRE -

2018
—E-N\#F
HK$°000
FH&T
Reclassification from available-for-sale RZZE—N\F—F—HEAHHE
financial assets on 1 January 2018 M EEEN DI 17,369
Transfer from non-current asset classified as held for — EREF| AHEHFENIEREEE
sale (Note 27) (FF5E27) 28,588
Disposals k= (15,527)
Net fair value changes taken to other Hib2EWRamc AT EEEZEFHE
comprehensive income (Note 36) (Ki3E36) (3,578)
At 31 December 2018 R=ZZE—NF+=R=+—H 26,852

All equity instruments represent listed equity securities in
Hong Kong. These investments are not held for trading,
instead, they are held for long-term strategic purposes.
The Directors have elected to designate these investments
in equity instruments as at FVOCI as they believe that
recognising short-term fluctuations in these investments’
fair value in profit or loss would not be consistent with the
Group's strategy of holding these investments for long-
term purposes and realising their performance potential in
the long run.

In the current year, the Group disposed of the
investments in listed equity securities at a consideration
of HK$15,159,000, which was also the fair value as at
the date of disposals as the investment no longer meets
the investment objective of the Group. A cumulative gain
on disposals of HK$1,300,000 has been transferred to
accumulated losses.

FERATAMARES EH2BRAS
%o WSRELFHEEE B2
IEREISRE B ) - i F BB IR SR
ATARABRATEEN AR HLEEEK
% DERERA NEENERLERE
AT EE EHEDHRAREE A LER
BUERBE IR FERRAERREN 2
HERETARR -

AEE AR ETRAZBHEETEFE
AEBEBZREERN WAEBETRE W
RFEHKILE - R {8/515,159,000/8 7T JRED
HEABZATFEE - BEEH L RFTK
#1,300,000/8 L E B = RETEE -

KKZ bR B R A 3
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21.

22.
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T \Ft-A=t—ALFE

EQUITY INSTRUMENTS AT FAIR VALUE 21. BAFEEF AEME2EKE
THROUGH OTHER COMPREHENSIVE ZBRARTE (&)
INCOME (Continued)
As at 31 December 2018, all above financial assets of the RZE—N\F+_A=+—8 X&EEBF
Group are listed equity securities in Hong Kong at fair value ELABEEARRER LT 2RAFH
of HK$26,852,000. The fair values have been determined % NFEEA26,852,0008 7T c AF(EE
directly by reference to published price and quotations in EEEZ2EERT S A ARERRRESE
active market. TE °
LOAN RECEIVABLES 22. BWER
2018 2017
—E-N\F —tF
HK$°000 HK$'000
FHBxT T
Loan receivables EWE TR 15,640 4,000
Less: Provision for impairment of loan B B E T AR
receivables (353) -
Loan receivables — net BN E R — F5E 15,287 4,000
Reconciliation to the consolidated RE SRR R R
statement of financial position:
Non-current SERNER 11,407 4,000
Current BN EH 3,880 =
15,287 4,000

All loan receivables as at 31 December 2018 are not yet
past due as at the reporting date.

Included in the carrying amount of loans receivables as at
31 December 2018 is accumulated impairment losses of
HK$353,000 (2017: Nil). Details of impairment assessment for
the year ended 31 December 2018 are set out in Note 44(a).
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For the year ended 31 December 2018
HE_Z-N\F+_A=+—HILFE

22. LOAN RECEIVABLES (Continued) 22. EWER (#)
Loan receivables comprise: EERBIE
Effective
Maturity date Securities interest rate Carrying amount
Z8A A ERR= IREE
2018 2017
—EB-NF —ZT—tF
HK$'000 HK$'000
F#&T T
HK$4,000,000 fixed-rate loan Due on 30 June Personal 8% 4,000 4,000
receivable 2019 guarantee
4,000,000/ 7T B W E 5K RZE—NERA BEAER
=+HEIH
US$1,500,000 fixed-rate loan Due on 31 August None 3.5% 11,640 -
receivables 2020
1,500,000 7T 7E B FEME K RZZEZZENR &
=+—HBZH
15,640 4,000
23. TRADE RECEIVABLES 23. ESEWRIE
2018 2017
—E-N\F —EF—tF
HK$'000 HK$’000
FET T
Trade receivables B 5 EIGIR 20,214 31,238
Less: Provision for impairment of trade  J& : & 5 JE U I8 2 R B &
receivables (8,314) (4,718)
Trade receivables — net B S EINGRIE — F 5 11,900 26,520

KKZ bR B R A 3
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For the year ended 31 December 2018
BE_T-N\F+-A=+—ALEE

23. TRADE RECEIVABLES (Continued) 23. EZEWFEIE®)
Movement in the provision for impairment loss on trade B 5 EWFIE 2R EEEREEEINT
receivables is as follows:
2018 2017
—E-N\F —E—+F
HK$000 HK$'000
FET FHAT
Balance at the beginning of the year F SRR 4,718 4
Initial adoption of HKFRS 9 (note 3.1B(i)) B XERMAE B IERE 2R
2£95% (PHEE3.18B()) 583 -
Balance at the beginning of the year MBS SRS 28
after adoption of HKFRS 9 B 1E 2 FHEH 5,301 4
Impairment loss recognised during the — FRE R EETE
year 3,451 4,718
Impairment loss recovered during the FANBIRERERSE
year (438) (4)
Balance at the end of the year FREH 8,314 4,718
The Group recognised provision for impairment of trade HE-_Z—N\FERZZE—tF+=A
receivables based on the accounting policy stated in Note 2.9 =+—HILFE XEEHFIBREMTE2.9
and Note 2.10 for the years ended 31 December 2018 and RMFH2. 1082 G5t BURERE S I
2017 respectively. TRIAZ B
Ageing analysis of trade receivables, net of provision as at RZEBE-N\FH+ZA=+—HZEHEK
31 December 2018, based on invoice date, is as follows: HIERE B HHRIRBER CBREDNT
R
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHET FHET
0 - 30 days 0E30K 6,502 7,736
31 - 60 days 31260k 304 638
61 — 90 days 61290k 920 272
91 — 120 days 91E120K 9 8,414
121 = 150 days 121E150K - 3
Over 150 days B 150K 4,995 9,457
Total trade receivables Z Z R IRERE 11,900 26,520
“68 KK Culture Holdings Limited
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

TRADE RECEIVABLES (Continued) 23. EZEWFEIE®)
The Group allows a credit period from 7 to 120 days (2017: REFBGRTEEFIZI0RK (ZE—+
7 to 120 days) to its customers. F:72120K) 212E8 -
The Directors consider that the fair values of trade EERA BREHESEBRRRETNE
receivables are not materially different from their carrying HEWER WEZEBRIE AT EE
amounts because these amounts have short maturity BREEWHEERESR -
periods on their inception.
The Group applies the simplified approach to provide the RNEERABEAREE BB ®RESE
expected credit losses prescribed by HKFRS 9. A provision RIS E 2 TEHEEBE - FAKRE
of HK$8,314,000 (2017: HK$4,718,000) was made against 5 IR WK IE A8 ¥R /E i 54%8,314,0008 7T
the gross amounts of trade receivables during the year. ZZ— % :4,718,0008 L) - HEASE
Further details on the Group's credit policy and credit risk BEEERERESERUREEEZEER
arising from trade receivables are set out in Note 44(a). % — S BRI T 44(a) ©
At 31 December 2018 and 2017, the Group did not hold RZE—N\FERZZE—+tF+A=1+—
any collateral as security or other credit enhancements over H AEETERCHEE S RKTIAR
the impaired trade receivables. ERAERERIEMMEEERE 2K
e
OTHER RECEIVABLES AND DEPOSITS 24, HitBEWRERES
2018 2017
—F-N\fF —F—L£F
HK$'000 HK$'000
FExT FHET
Other receivables H At R UL IE 17,038 15,568
Deposits v 2,646 7,453
Prepayments FE R 10,515 7,108
Profit Guarantee Arrangement (Note) s FIRTE 2 HE (BaE) 14,614 =
44,813 30,129
Less: Provision for impairment of R B A ENCRIE 2 RUE
other receivables B (1,148) =
43,665 30,129
Reconciliation to the consolidated fRE PFSARR TR -
statement of financial position:
Deposit for acquisition of property, plant UEEME  ENFZREZ
and equipment e - 3,988
Current BN ER 43,665 26,141
43,665 30,129
KK LI B R A &
20185F F 3R 169
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T \F+-ASt+-BLEE

OTHER RECEIVABLES AND DEPOSITS
(Continued)

Note:

In April 2016, the Group completed the acquisition of 60% equity
interest in Hong Kong Made (Media) Limited (“Hong Kong Made")
and its shareholders’ loan of HK$6,600,000 from Silver Golden
Limited and Mr. Sui Chok Lee (“Vendors”) for a cash consideration
of HK$36,600,000. Pursuant to the terms of the sale and purchase
agreement for the acquisition of Hong Kong Made, Ms. Chau
Lan Sze, the sole beneficial owner of Silver Golden Limited,
together with the Vendors (collectively referred as the “Vendor's
Guarantors”) have agreed to provide a profit guarantee to the
Group in relation to the audited net profit after the taxation of
Hong Kong Made for the year ended 31 March 2017 and 2018
respectively. If the audited net profit after taxation of Hong Kong
Made falls short of the guaranteed profit of HK$5,000,000 (the
“Guarantee Profit Amount”) for each year ended 31 March 2017
and 2018, the Vendor’'s Guarantors is obligated to pay an amount
equal to such shortfalls to the Group for the respective periods. No
compensation income on profit guarantee in 2017 as the audited
net profit after the taxation of Hong Kong Made met the target
level for the year ended 31 March 2017.

As at 31 December 2018, based on the financial performance of
Hong Kong Made for the year ended 31 March 2018, audited
net loss after taxation of Hong Kong Made in was HK$9,613,000
which did not meet the Guarantee Profit Amount. Accordingly,
the Vendor’s Guarantors are obliged to compensate an amount of
HK$14,613,000, being the shortfall of the actual results and the
Guarantee Profit Amount.

Details on the Group’s credit policy and credit risk arising
from other receivables and deposits are set out in Note
44(a).

CONTRACT LIABILITIES

24,

25.

HEWRRERRE (5)
B e
RZZT—NFMA - AEEZK [ Silver Golden

Limited RBB1ERISE A ([EH ) WEEBEE
(REB)BRAR ([BFRME]) 260% MK
K $6,600,0008 TZRRER  REREA
36,600,000 7T - IRIBWIE B BRUEZ EEWH
HIEF et (Silver Golden Limited 2 e
—EBE=BEAAN)EES (BB IEHERAE
AESRRESRUERBEE-_S —tF R4
—NE=ZA=t+—BULEEZEEZRTEL
%‘Jﬁ$%@k{ \/mtﬂf% B BRERBEZ
T—tFRZT-NF=ZA=1T—HIEFES
iZ&%?ﬁ?ﬁfﬁ@ﬂd MRE 4 F)5,000,000
B ([RERTEE])  AERERAGER
E’JEKHHFEﬁF’J$%@§1‘Hﬁ$ﬁ’\ﬁﬁﬁ§§§2$§ﬁ°
HREBREZ CEZRBRATEINEES
=— ti A=1+—BLLEEZ BZKFE 8RN
—EF W AR FIRE 2 FEBA

RZZ—NE+-_A=1+—B REEFBHE
REBEEZZT-—NF=ZA=1+—"HILEFEZY
B&RE if/%%{’ﬁzi&%fr?mméréﬁa@%E?%
9,613,000/ 7T + REERE R T 58 o FEt -
EW%A/,ﬂx%@WE%%EM 613, ooo,%n
(BIEREERNRESTEME ZER) ©

ﬁ%ﬁ$%@1§fﬁﬂ(ﬁ%&ﬁﬁﬂﬂ’éﬂk

ke EEXEZEERR 2 ai\a%‘kﬁé‘l‘ﬁai
44(a) °
EHEE

31 December 1 January 31 December
2018 2018 2017
—E-N\FE —E-N\FE T+ F
+=A=+—8 =[El=FE Fp=hEEar—lE
HK$°000 HK$°000 HK$'000
THET TFHT FAT
Contract liabilities arising from: LA TIBEEA 2
BRHBE:
Provision of advertising services 12t E &R 612 2,212 -

KK Culture Holdings Limited
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

CONTRACT LIABILITIES (Continued) 25. BHEE®)
Typical payment terms which impact on the amount of TEANABSR L —MAFIEHRAT
contract liabilities are as follows:
Provision of advertising services RMUESRE
The Group may take certain deposit on acceptance of the REETREXFTERKECE T 2B 2%
order, with the remainder of the consideration payable at T MERENRERNRERBAI T &
the earlier of provision of services. The deposit remains as a SMAEGHEE EEES5E K IIER
contract liability until such time as the work completed to Bk 2 BARERLE -
date outweighs it.
Movements in contract liabilities EHEEEH
2018
—E-N\F
HK$'000
F#&T
Balance as at 1 January R—A—B 2z %% 2,212
Decrease in contract liabilities as a result of FAERTAFVEHNBE 2 M=
recognising revenue during the year that was BEHENEERD
included in the contract liabilities at the beginning
of the year (2,164)
Increase in contract liabilities as a result of proceeds AR FATSRIBEHA LD
received in advance from customers B fEEM 564
Balance at 31 December Rt+ZA=+—RAZ&& 612
Note: Bt
The Group has initially applied HKFRS 15 using the cumulative REBRBRFVELERAERBT BV B RS
effect method and adjusted the opening balance at 1 January ERIE155  WHR=ZF—\F—A—HZFH)
2018. Upon the adoption of HKFRS 15, amounts previously REERER TEE o IR B B 75 5 22 BI S8 1557
included as “Receipts in advance” has been reclassified to “Contract B SLRTETA [BIREIE] 2@ BEEEFTHBE
liabilities”. [GHBE]-
CASH AND CASH EQUIVALENTS 26, RERBEEEER

Bank balances and cash comprise of cash and cash
equivalents.

The cash balances at banks bore interest at floating rates
based on daily bank deposit rates.

RITHERMREBERELASEFEE
B o

RITRE BB TVRBE B RITEHF
pULE LR

KKZ bR B R A 3
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BE_T-N\F+-A=+—ALEE

27.

28.

172
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NON-CURRENT ASSETS CLASSIFIED AS 27. JIAREGFENERBEE
HELD FOR SALE
As at 31 December 2017, the Directors had committed RZEBE—+F+_A=+—H8B E5H4l
a plan to dispose of certain available-for-sale assets held EEEEETF LA CAHEEER
on hand to meet the Group's current financial obligations EUAENAEBERRRT=EAR 2R
in the next twelve months. Accordingly, certain available- THBEE-A - RZZE—tF+=A
for-sale assets with carrying amount and fair value of =+—HEmEIAFEEA28,588,000
HK$28,588,000 as at 31 December 2017 was presented BB TAHEEEEENGEIBIR
as current assets in the consolidated statement of financial RMEFE2INRABEE TR _E—L4F
position as non-current assets classified as held for sale as T A=+ —BEINRINARFBEFEZIFE
at 31 December 2017. MEBNEEE °
During the year, the Directors consider the Group's FN EFRRAEERRNEBEEN
financial obligations in the next twelve months are able to BDBITRRT—ERAZHBEE -
meet by placing of new shares and the plan on disposal of EFLRHAZAHEEEE 2 EIKEMH
available-for-sale assets held on hand has been withdrawn. BBt WERHRHEEETBIRFEE
Accordingly, these available-for-sale assets are ceased to FE WHRIERAB BB WEERFEIRIE
classify as held for sales and reclassify as equity instruments ENOERRATEAETAEMEEmKE
at fair value through other comprehensive income after ZIRARTH -
adoption of HKFRS 9.
OTHER PAYABLES AND ACCRUALS 28. HttEMAREREBX
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHERT FHAT
Accruals JEFTFI X 2,473 2,738
Receipt in advance FE U FOE - 2,212
Other payables H A R R0I8 3,105 7,463
5,578 12,413

KK Culture Holdings Limited
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For the year ended 31 December 2018
HE_Z-N\F+_A=+—HILFE

29. AMOUNTS DUE TO NON-CONTROLLING 29. FE—REKEB AT 2 EERE

INTERESTS OF A SUBSIDIARY/A #®,/ —BREENE
DIRECTOR
The amounts are non-trade related, unsecured, interest-free ZEFREE SRR |ER 8 WA
and repayable on demand. REREE-
30. BANK BORROWINGS, SECURED 30. RITEE X HEHMA
2017
—F—LF
HK$'000
FHET
Current portion HIE )
— Bank loan due for repayment after one year which ~— &8 &7BIRBEISIER 2 B
contain a repayment on demand clause RITER (AR —FEEE) 5,896
The balance was classified as a current liability as the AR BRARITERDEE S KR RRITRE
related bank borrowings agreement contain a clause that HERRNBEERERNEGREERN  8Z
provides the banks with an unconditional right to demand HEHROBERNBAR ZEKRERFAE
repayment at any time at its own discretion. The balance S AN

had been paid in full during the year.

KKZ bR B R A 3
20185Eé;$E 1 7:3
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For the year ended 31 December 2018
BE_T—\Ft+-RA=1+—HIFE

30. BANK BORROWINGS, SECURED (continued)  30. #BR{TEE H5E#E (&)

Assuming that the bank does not request the clause BRERAAARITIEERHITIRERERZ
for repayment on demand and based on the repayment BR- ERNERBEEHI CERDH K&
dates as scheduled in the loan agreement, the Group's HEARERRITEE 2EERMADT

bank borrowing is due for repayments, as at each of the
reporting dates, as follows:

2017

—E—+F

HK$'000

FET

Within one year —FR 249

In the second year F_F 252

In the third to fifth year F=FEFRF 792

Wholly repayable within 5 years AR AFABIER 1,293

Beyond the fifth year h & 4,603

5,896

Bank borrowings as at 31 December 2017 were secured RZE—+tF+ZA=+—8 " R

by the corporate guarantee from the Company and the BEERARAIEEEERUAREE

Group's investment properties of HK$27,066,000 (Note 27,066,000 o2 I EWE (MaE17) 1

17). I

As at 31 December 2017, these bank borrowings bore RZBE—tF+ZA=+—8 ZERTT

floating interest rates at 2.29% per annum. EENERFNER2.29% °

1 74 KK Culture Holdings Limited
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BE_T-N\F+A=+—HILFE

31. LICENSE RIGHT FEES PAYABLES 31. BEfHEEE
The balances represent the present values of fee payables HEREEE = A WEBRESFIE (M
for acquisition of exclusive advertising license rights from H19) CENERZRE  RREITBREN
a third party (Note 19), and related imputed interest arisen HIBZ HAGBFEWT :

from the discounted payable as below:

2018 2017
—E-N\F —E—+F
HK$000 HK$'000
TERT FHET
Within one year —FR 28,180 66,935
In the second year to fifth year inclusive E_FEERF (BREER
M) 13,718 41,706
41,898 108,641
The payables are unsecured and payable based on the ZERNFEREER TEBEBRE
payment dates as scheduled in the exclusive advertising EREBEHBEAAH 2N HBIAINN - ZFE
agency agreements. The payables are carried at amortised NREEAERFNEL75% (ZE—+
cost using effective interest rate of 4.75% (2017: 4.75%) F14.75% ) ABESHRK ANGTE ©
per annum.
32. LOANS FROM A SHAREHOLDER 32. —BRREHZERK
The balance as at 31 December 2017 was unsecured, RZEBE—tF T+ A=+ —HZHEHRARE
interest-free and carried at amortised cost using effective B R ERERERFNE155% (=ZF
interest rate of 1.55% (2017: 1.55%) per annum. During —+HF : 1.55% ) IREERATER - F A -
the year, the outstanding have been fully settled. REBEFE D BEE -

KKXZALIZERR AR A &)
2018$;$b’z 175
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BE_T-N\F+-A=+—ALEE

33.

176

DEFERRED TAX LIABILIES

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

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

33. EEBAEKE

BEEFRBIRBEABEIAANREZBAE
BRRITRHERE R ZERTH -

AT BB IR R IR 2 £ B ELEH IR
BREAFREREFREZE

Fair value adjustments arising
from acquisition of subsidiaries

WEHBATEEZ

AV EEAE

HK$000

FExT

At 1 January 2017 RZZE—+&—H—H 7,869
Credited to profit or loss REZEERFTA (7,869)

At 31 December 2017

—F—+tF+-A=t—H -

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

CARAANERER IR

=
S

=2 o

ﬁm

2018 2017
—E-N\E —E—+F
HK$000 HK$'000
FET T

Difference between depreciation and TERTERE =8
depreciation allowance (3,133) (313)
Unutilised tax losses REA 2 B EE 52,182 16,495
49,049 16,182

The deductible temporary differences have not been
recognised in the consolidated financial statements as it
is not probable that future taxable profit will be available
against which these deductible temporary differences
can be utilised. All tax losses and deductible temporary
differences of the Group and the Company have no expiry
dates under the current tax legislation.

KK Culture Holdings Limited
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BE_ T /\F+-RA=1+—HI=FE

34. SHARE CAPITAL 34. BRA
2018 2017
—E-NF —E—tF
Number of Nominal Number of Nominal
shares value shares value
RAEE H{E R EE [EkED
‘000 HK$'000 ‘000 HK$'000
T FET Tt BT
Authorised: VERE
Ordinary shares of SIRMEE0. 208 T2
HK$0.20 each TR 5,000,000 1,000,000 5,000,000 1,000,000
Issued and fully paid: BEETRER :
Ordinary shares of EBREE.208 T2
HK$0.20 each =Rl
At 1 January R—A—H 372,614 74,523 370,034 74,007
Shares issued upon E R T T
exercise of share a1 T
options (Note 35) (H$3¥35) - - 2,580 516
Shares issued upon AR —Z—\F
placing in August VAT =i
2018 BITHRD 74,000 14,800 - -
At 31 December R+=—HA=+—~H 446,614 89,323 372,614 74,523

On 31 July 2018, the Company entered into a placing
agreement with the placing agent, pursuant to which
an aggregate of 74,000,000 new ordinary shares were
placed by the placing agent on behalf of the Company,
at the placing price of HK$1.40 per placing share with an
independent investor. The Company issued 74,000,000
new ordinary shares at HK$1.40 per share on 28 August
2018. As a result, there was an increase in share capital
and share premium of HK$14,800,000 and HK$88,800,000
respectively. Details of the placing are set out in the
Company’s announcements dated 31 July 2018, 21 August
2018, 23 August 2018 and 28 August 2018, respectively.

R-B—NE+A=1+—8 AAEEE
ERETZLRE HE Bt BEERER
KARNABBES 74,000,000 5 E B
BRFBIIESE REEASRESERH
1408 - R=_E—\EFENA=F+\A "
RAEIAGH1.408C81774,000,0000%
@i Bt R KRG EE D BE
7% 14,800,000/ 7T }.88,800,000/% 7T °
REEE 2 FBEINHEN ARG B AE S
EZ—NFtA=+—H ZF—N\FNA
—+t—B 22— N\FNA=-F+=ZHEZ
E—NEFENAZT+NBZAM -
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35.
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SHARE-BASED EMPLOYEE COMPENSATION 35.

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

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

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

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

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

KK Culture Holdings Limited
Annual Report 2018
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35. SHARE-BASED EMPLOYEE COMPENSATION 35. URMAX{FZEEREE &)

(Continued)
Number of Exercisable Exercise price
Date of grant options granted period per share
R BH EREBREHE A{TEHAHE BRITEE
HK$
BT
05 Apr 2016 6,660,000 05 Apr 2016 to 1.990
04 Apr 2019
—E-RFHEAAA 6,660,000 —ZT—RFMHAHZE 1.990
—E-AFHAMA
The following table shows the movements in the TRAR BRI B ARG R W i RTTE
outstanding options granted under the Share Option REAR i 2 B
Scheme:
Number of share options
BREZR
Outstanding Outstanding
at Exercised at
1 January during the 31 December
Grantees 2018 year 2018
R=-ZB-N\#F R-Z-N\#F
—A—H +=-—H=+—-A8
ARA i RATE FRITHE e RATE
Directors F 2,830,000 = 2,830,000
Weighted average I II1TEEE HK$1.990 HK$1.990
exercise price 1.9905& T - 1.9905& 7T

KKXZALIZERR AR A &)
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35. SHARE-BASED EMPLOYEE COMPENSATION 35.

(Continued)

UGB G2 EERE (&)

Number of share options

180
—— e

AR S B
Outstanding
Outstanding Exercised at
at during the 31 December
Grantees 1 January 2017 year 2017
RZTE—+F R-ZB—+F
—H—H +=—A=+—H
ZSSUN B ARTTE FRITE CENGLES
Directors =% 5,410,000 (2,580,000) 2,830,000
Weighted average NEFHITEE HK$1.990 HK$1.990 HK$1.990
exercise price 1.99078 7T 1.990/8 7T 1.9907 7T
No new share options were granted during the year ended Hz - N\NFER-ZE—ttF+=-AHA

31 December 2018 and 2017.

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

=t HUEFELER L ERAE -

P = T8 3 HAHE 7E B AR 2B BT SR A DA o
ITHRBBRES SR O 2 BREZ R
BENEE/REROT:

Risk-free rate 1.09% 4 3 B £ R 1.09%
Expected life 3 years iﬁ,ﬁéﬁﬁ,ﬁﬁ 34
Expected volatility 65.99% TEARR 1R 65.99%
Expected dividend yield and forfeiture rate 0% TEHRRR B R R Ik 0%

No share-based employee compensation expense were
included in the consolidated statement of comprehensive
income for the year ended 31 December 2018 and 2017
with a corresponding credit in equity. No liabilities were
recognised as these were all equity-settled share-based
payment transactions.

As at 31 December 2018, 2,830,000 (2017: 2,830,000)
share options are exercisable and the weighted average
exercise price of these share options is HK$1.99 (2017:
HK$1.99).

KK Culture Holdings Limited
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—N\FEER_ZE—+tF+-_A=+—H
IEFEZREEERER R A
FEFE 2 BhFE - ﬁﬁﬁﬁﬁﬁ*ﬁﬁﬁﬁuﬁ
wHEE 2 BRDNRR S

R-ZE—NF+=-A=+—H" 2,830,000
B (ZZF—+%:2,830,0001n ) AR
%fﬂ%ﬁﬁux#ﬁﬁ%%zjm%ﬂ?fﬂﬁ@{gz‘%
1.99%870 (ZF—+tF :1.99%87L) °



35.

Notes to the Financial Statements

SHARE-BASED EMPLOYEE COMPENSATION
(Continued)

As at 31 December 2018, the weighted average remaining
contractual life for the outstanding share options is 94 days
(2017: 459 days).

The weighted average closing price of the shares of the
Company quoted on the SEHK immediately before the
dates on which the options were exercised was HK$1.761
(2017: HK$2.972).

As at 31 December 2018, total number of shares available
for issue pursuant to the grant of further options under the
Share Option Scheme was 74,006,800 (2017: 74,006,800),
representing 16.6% (2017: 19.9%) of the issued share
capital of the Company.

35.
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For the year ended 31 December 2018
BE_T-N\F+A=+—HILFE

UGB G2 EERE (&)

R=ZE—NF+=—_A=+—H8 K78
PEREZ INEFHH T ELNFEEIIK (=
T—+4F :450K) o

ARBRDEREZERAEETEB AR
BB ATATRZ NEFH R EA1.761
BT (ZZE—+F:297287T) °

R-ZE—
HEET B
I 1n 4281 &74,006,8000% ( _E
74,006,8000% ) - (5 AR
16.6% (—ZT—+F: 19.9%) o

NF+—A=+—H8 BREERK
— SR ERE 2 AT
+ &

BETRA
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For the year ended 31 December 2018

HE-Z-\F+-A=1T—RHLFE
36. RESERVES 36. f#iE
Movements in the reserves of the Group during the year REBRBERNFE 2 ZBHNETL4ETS
are set out in the consolidated statement of changes in BHRERTEFHE -ARRFELED
equity on pages 74 to 75. Movements in the Company'’s R
reserves are as follows:
Company
YN
Employee Investment
Share compensation  revaluation  Contributed  Accumulated
premium reserve reserve surplus losses Total
ROEE EERERE REEHERG BARE RithR At
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThARL TARL TERT THET TAR TARL
At 1 January 2017 RZE—+5—A
—H 67,697 3,807 5,756 113,321 (118,853) 71,128
Exercise of share options TE AR E 6,433 (1,816) = = = 4617
Loss for the year TEEE#R - - - = (31,790) (31,790)
Fair value gain on available- ~ RE ATt E RS
forsale financial assets BE/ATEERE
g - - 978 - - 978
At 31 December 2017 and 1 RZZF—+F
January 2018 TZA=t-8k
Z2-\&-R
—H 74,130 1,991 6,734 113,321 (150,643) 45,533
Issue of shares upon placing AR EMEITRG
(Note 34) (Hi&E34) 88,800 - - - - 88,800
Share issue expenses BIRNER (620) = = - = (620)
Loss for the year TEEESR - - - - (41,039) (41,039)
Change in fair value on BATEBETA
equity instruments at HE2ENEL
fair value through other BRATAZAT
comprehensive income EEED = = (3,578) - = (3,578)
Transfer of gain on disposal ~ ERHERAF
of equity investments at {BER AL
fair value through other 2EKEZRA
comprehensive income to  REHMEE
retained eamings RE G - - (1,300) - 1,300
At 31 December 2018 RZE-N\EF
+=-R=1-H 162,310 1,991 1,856 113,321 (190,382) 89,096
The Company’s reserves available for distribution comprise RRARAI T RIRFEREBRFBEEHA RS RR

its contributed surplus and retained earnings.
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BE_ T /\F+-RA=1+—HI=FE

36. RESERVES (Continued) 36. f#iE (@)
Under the Companies Act 1981 of Bermuda (as amended), BE-NN—FERERQTDE (KEF]) -
contributed surplus account of the Company is available AT A LAD IR AZRER - AT - £ NFI1E
for distribution. However, the Company cannot declare or VR YNNG = ONE- S0 SR N
pay a dividend, or make a distribution out of contributed BEFEH DK :
surplus if:
(a) it is, or would after the payment be, unable to pay (a) NEPRRFS R BB AREBEE
its liabilities as they become due; or BAETS ok
(b)  the realisable value of its assets would thereby be (b) ARAREBEEAEREKIRES
less than the aggregate of its liabilities and its issued B BETRAMKRODEE 2L
share capital and share premium accounts. A e
37. OPERATING LEASE COMMITMENTS 37. REHERIE
As lessor EREHEA
As at 31 December 2018, the total future minimum lease R-E—N\F+_A=+—8 A£ER
receivables of the Group under non-cancellable operating BEAHENAZME AL EHE
leases in respect of rented office premises are receivable as B AR R S (K e WA © 4258 2 B m 1B 40
follows: ™~
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHER FAT
Within one year —FK 290 525
In the second to fifth years, inclusive F_EEERF (BEER
M) - 81
290 606
The Group leases out its investment properties under REBBESCEHETHESIREMED
operating lease arrangements with terms ranging from AN TIREE=F - MEAEREK
two to three years. None of the leases include contingent MR ©
rentals.

KKXZALIZERR AR A &)
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37. OPERATING LEASE COMMITMENTS 37. &R=Z=HERE &)
(Continued)

As lessee ERAEEA

As at 31 December 2018, the total future minimum lease RZE—N\FE+_A=+—H XEER
payments of the Group under non-cancellable operating BAAUEESCEHERRREEENES
leases are payable as follows: REE BRI T

Rented premises and

production facilities Internet access line
HEVMEREERE EBMESER
2018 2017 2018 2017
=F-N\F —TF —EB-N\F —TtF
HK$°000 HK$'000 HK$’'000 HK$'000
FExT FHT FER FHET
Within one year —FR 9,685 7,218 - 18
In the second to fifth FE_FEFRF
years inclusive (BiEER
M) 7,645 7,845 - =
17,330 15,063 - 18
The Group leases a number of properties and production REBRBECEHEHEZBNEREE
facilities and internet access line under operating leases. FEAR GHMEES ZEHEV T A
The leases run for an initial period from two to three NIRE=F(ZF—LF - MELF) -
years (2017: two to five years), with an option to renew RENIPESIAEEESEE HA
the lease and renegotiate the terms at the expiry date ANEFTREZBHEERERENEGE
or at dates as mutually agreed between the Group and HoMEMAERENARE -

respective landlords/lessors. None of the leases include
contingent rentals.
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38. HOLDING COMPANY STATEMENT OF 38. ERAFRZBBRRIR
FINANCIAL POSITION

2018 2017
—E-N\F —E—+F
Notes HK$'000 HK$'000
M5 FH&E T FETT
ASSETS AND LIABILITIES BEEHEAE
Non-current assets ERBEE
Property, plant and equipment eSS Jﬁﬁ%&ﬁﬁﬁ 5,453 =
Investments in subsidiaries RE AR Z21&E 47,710 19,254
Available-for-sale financial assets AL ERBEE - 17,369
Equity instrument at fair value ?ﬁﬂiﬁg@ﬁ‘)\ﬁfﬁ
through other comprehensive EWE 2 RAT A
income 26,852 -
Deposit for acquisition of property,  WEEWIZE  HEM&EZ
plant and equipment v - 3,988
80,015 40,611
Current assets REBEE
Amounts due from subsidiaries R IEPNEIDSE 6,285 76,018
Other receivables Hofh UG FRIR 8,711 9,299
Cash and cash equivalents HeMReFEER 92,349 6,800
107,345 92,117
Non-current assets classified as I RFRERFENIERS
held for sales EE - 28,588
107,345 120,705
Current liabilities REBEE
Other payables Eﬁﬁﬂgﬁm 670 948
Amounts due to subsidiaries FE A+ B BB 2 7 2008 4,678 =
Amount due to a director e —REERIE 3,593 =
8,941 948
Net current assets REBEEFE 98,404 119,757
Total assets less current liabilities ®REERBAREBAE 178,419 160,368
Non-current liabilities EREBEE ;
Loans from a shareholder —ZREREZER = 40,312
Net assets BEERE 178,419 120,056
EQUITY =
Share capital AR 7 34 89,323 74,523
Reserves (ke 36 89,096 45,533
Total equity R 178,419 120,056
On behalf of the directors REE=S
Tsang Hing Bun Yiu Yu Cheung
ZEE BFH
Director Director
2 E
KK AbIZ R G R A &)
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES 39. FEMEARFE

Place/Country of Issued and Percentage of Principal
Date of incorporation/ fully paid share issued capita activities and
incorporation/ establishment and Class of capital/registered held by the place of

Name of company establishment type of legal entity shares capital Company” operations

HMEL/ Rzt
%/ BxRieRRE BRORAERYR AAAMBERTR

DAEH HMAL/ RIS B gl B%/ZREE AR N FEEBREEHY

Express Ocean Investment Limited 5 May 2008 Hong Kong, limited Ordinary HK$2,000 100% Property investment,
liability company Hong Kong

RERERRARA ZZZ)\FnAER B ARAR LER 2,00087 100% MERE &%

Central Publisher Limited 26 September 1997 Hong Kong, limited Ordinary HK$1,000 100% Publishing and investment
liability company trading, Hong Kong

SRR BRAR —“ANEEAAZTRE B ARDH LER 1,000%87C 100% HRERREEE &%

Recruit (BVI) Limited 15 March 2000 British Virgin Islands, Ordinary US$10,000 100% Investment holding,
limited liability Hong Kong
company

“ZETE-A+tRR RERXER ERAF  TER 10,0007 100% REZR &

Recruit (China) Holdings Limited 3 November 2004 British Virgin Islands, Ordinary Us$1 100%  Investment holding,
limited liability Hong Kong
company

AE(PEERERAR “EENET-AZH ERARER ARRA LBk 1% 100% HEER &E

Recruit Group Limited 8 January 2007 British Virgin Islands, Ordinary US$10,000 100% Investment holding,
limited liability Hong Kong
company

“ZRLF-ANR RERZER ERAF  EER 10,0007 100% REZR &

Recruit Human Resources Group 7 April 2005 British Virgin Islands, Ordinary US$2,564,102 100% Investment holding,

Limited limited liability Hong Kong
company

TERRERARAR “EZERFNALE HERXER BRAF  LER 2,564,102 T 100% REAER B

Recruit Information Technology 7 November 2003 Hong Kong, limited Ordinary HK$1,000 100% Provision of website

Limited liability company development
and information
technology services,
Hong Kong

TERBERARAT “ZE=F1-AtR BE BRAA LRk 1000870 100% }Eﬁ%ﬁéﬂ%&ﬁuﬂﬂﬁ

ki B8

Recruit & Company Limited 13 April 2006 Hong Kong, limited Ordinary HK$1 100% Provision of advertising
liability company service, Hong Kong

ZZTREMAT=R B ARAR TR 17T 100% FREEERE - &%

Media Services Limited 30 April 1999 Hong Kong, limited Ordinary HK$52,000,000 100% Provision of advertising

liability company services, Hong Kong
—-WNEBAR=TE & ARDA il 52,000,000/ 70 100% RERSRE &8

Azure Global Group Limited 25 August 2015 British Virgin Islands, Ordinary Us$1 100% Investment holding,
limited liability Hong Kong
company

“Z-RFENAZTEA ZBRAES ERAF  TER (Ey 100% RA#ZER &%

Hong Kong Made (Media) Limited 3 November 2012 Hong Kong, limited Ordinary HK$100 60% Provision of advertising

liability company services, Hong Kong
FRRE (FR)ARAT “T--f1-A=H FE ERAA LRk 10077 60% REEERE B

Ample Success Limited 14 April 2016 Hong Kong, limited Ordinary HK$100 60% Provision of advertising
liability company services, Hong Kong

BYERAR ZENENATHE BEARA TR 10077 60% REEERE FE
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Notes to the Financial Statements

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

All principal subsidiaries are indirectly held by the Company
except for Modern Ace Global Limited, Fullmoon Global
Limited, Recruit (BVI) Limited, Recruit Human Resources
Group Limited, Recruit (China) Holdings Limited, Beyond
Noble Holdings Limited and Azure Global Group Limited
(2017: Same).

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

None of the subsidiaries had any debt securities subsisting
at the end of the year or at any time during the year.

Details of non-wholly owned subsidiaries that
have non-controlling interests

As at 31 December 2018, non-controlling interests (“NCI")
of the Group represented 40% (2017: 40%) equity
interests in Hong Kong Made (Media) Limited (“Hong Kong
Made"”) and Ample Success Limited (“ASL") respectively
held by non-controlling shareholders.

39.
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For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

FEWBATRFE (&)

BxModern Ace Global Limited * Fullmoon
Global Limited  Recruit (BVI) Limited * 7
ERBERERAR  AE (RE)ERE
R~ 7] - Beyond Noble Holdings Limited
K Azure Global Group Limited ( ZZ—+
F:MERDIN FEFEMNBRARIEBAELRR
AIEERE -

ARPMEZRR 2BIIHAENB QR
ZHBEEERRERMNIUE At EXRR
FIHARBEZ RXEREERKNEATE
ZWBAR 2 F B

BB A RIS R 2 FF ARl B R X SR A7 7
IR E

BEFERES2HAZENBLRF
&

RZF-N\Ft+t-_A=1+—H XAKEZ
IR tEes ([IRERMERS]) B40% (=

T—tF:40%) (D RINBBEE (KEE)
BRAR ([EBEE]) RENERRA
(M83]) ) A AIFERBIRETE °
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES 39.

(Continued)

Details of non-wholly owned subsidiaries that
have non-controlling interests (Continued)

Summarised financial information in relation to the NCI of

FEWBATRFE (&)

BREFERERZFZENBAAF

& (&)

BT BRERBI) 2 IR 2 M 75

Hong Kong Made and ASL is presented below: AR AT -
2018 2017
—E-N\§ —T—+F
Hong Kong Hong Kong
Made ASL Total Made ASL Total
BESUE & af BBEUE V) A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET THT THT THT
For the year ended 31 BE+-A=t1—H
December H5E
Revenue e 8,498 - 8,498 36,652 = 36,652
Loss for the year AEEBAE (41,261) (7,251) (48,512) (35,729) (8,370) (44,099)
Total comprehensive ZENEEE
income (41,261) (7,251) (48,512) (35,729) (8,370) (44,099)
Loss allocated to NCI DEEIFERER
B8 (16,504) (2,901) (19,405) (14,292) (3,348) (17,640)
Cash flows generated TEEBE/
from/(used in) (FTA)HERE
operating activities 28,301 6,011 34,312 21,939 (839) 21,100
Cash flows used in REX£BMAL S
investing activities mE - - - (27,663) (6,787) (34,450)
Cash flows (used in)/ BELEH (FTH) /
generated from SR ERE
financing activities (27,713) (6,011) (33,724) 4,895 7,626 12,521
Net cash inflows/ BeRA/ (Rih)
(outflows) ikl 588 - 588 (829) - (829)
As at 31 December R+=-R=+—H
Current assets BB E 44,920 - 44,920 40,295 = 40,295
Non-current assets FnEEE 21,104 1,745 22,849 68,528 8,726 77,254
Current liabilities nEEE (85,289) (23,315)  (108,604) (57,549) (23,044) (80,593)
Non-current liabilities ErBERE (13,718) - (13,718) (41,706) = (41,706)
Net (liabilities)/assets (Bf) /BESE (32,983) (21,570) (54,553) 9,568 (14,318) (4,750)
Accumulated non- ERERie T
controlling interests (13,193) (8,628) (21,821) 3,827 (5,727) (1,900)
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For the year ended 31 December 2018
HE_Z-N\F+_A=+—HILFE

40. DISPOSAL OF SUBSIDIARIES 40. HEHE AT
2018 —E-N\E
As noted in Note 19, on 23 July 2018, the Group B F19E RZE—-N\NFLH
disposed its entire interests in Star Prestige which is —+=8" A£EL80,000,000/ TK(E
engaged in provision of advertising services in Hong Kong M—EZ2BYE=FHEERNKRERE (B
to an independent third party at the consideration of BANRERHEERB XL ) 223
HK$80,000,000. Net assets at the date of disposal are as moNMERBMZEEFENT
follows:
HK$000
FExT
Other intangible assets HinmpEE 64,528
64,528
Cost incurred on the disposal HEESE Z KA 313
Gain on disposal of a subsidiary HE—RERB ARz 15,159
Total consideration satisfied by cash LR & 2 BRE 80,000
Total consideration consists of: BREDE:
Cash consideration RERE 80,000
Less: cost incurred on the disposal B HEEAZKA (313)
79,687
Net cash inflow arising on disposal: HEEEZRERAFRE:
Cash consideration RERE 80,000

KKZ bR B R A 3
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40. DISPOSAL OF SUBSIDIARIES (Continued) 40. HEMBAFE (&)
2017 —E 5
During the year ended 31 December 2017, the Group BE_ZT—+F+-_H=+—RHILFE"
disposed its entire interests in A EMEEE(LE)ERAF] $EIJ«A/\EM1E1&EF’J§%4%_7§ﬁ%
to independent third parties at the consideration of RMB1. HRABERXER (LE)BRARZEE
Net assets at the date of disposal are as follows: oML ERBZEEFENT
HK$'000
FHET
Other receivables H th & W IR 315
Cash and cash equivalents e kReEEER 76
391
Exchange reserve ] 940
Loss on disposal of a subsidiary & —fEME A w2 EE (1,331)
Total consideration satisfied by cash IR e 2 BRE =
Net cash inflow arising on disposal: HEEEZRESMAFE:
Cash consideration ReNRE =
Cash and cash equivalents disposed of FrtEzHe kRS EFETEE (76)
(76)
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Notes to the Financial Statements

RELATED PARTY TRANSACTIONS AND
BALANCES

Transactions between the Company and its subsidiaries,
which are related parties of the Company, have been
eliminated on consolidation and are not disclosed in
this note. Save as disclosed elsewhere in the financial

statements,

details of other significant transactions

between the Group and other related parties during the
year are disclosed as follows:

(a)

b)

Related party transactions

41.

B 755 R 2% B v

For the year ended 31 December 2018

BE-T—\F+-A=f—ALFE
BREALRS RERR
AAREBAARBBEALTZHEAR

ZR 5 EE%?SEE B By 5 $5 T 3 | X A
MIFEARE - R B RRE MO RES
S REBEEMEREALRFERET
ZHEMEBARZHIBWENT

(a) FBEALXRS

2018 2017

—E-N\F —tF

Nature of transactions HK$'000 HK$'000
XML FERT FHAT
Professional fees BEER 308 547
Interest expenses paid to director MESZAMNERYS 28 =
During the years ended 31 December 2018 and HE_Z-\GERZZT—tF+=

2017, professional fees were paid to a related
company, in which Mr. Tsang Hing Bun, a director
of the Company, was a director and has control
over this company, for providing company secretary
services. The service charges were determined at
the market rate at the date when the service was
provided.

During the year ended 31 December 2018, interest
expenses was paid to Mr. Tsang Hing Bun for
financial support provided to the Group. Interest is
charged at the market rate at the date when the
financial support was provided.

Compensation of key management
personnel

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

A=+—ALFE BENEXER
THERR (ARABEFEEE
FENRZABES R A E
1) AR AR ME RIS o AR5 B
S TRBRERS B MR 2 HEE

=
TE °

HE-_Z-N\F+=-A=+—HL
FE EREEBLALRMAEERE
HOTHEPHREZFFEME -
MEMRRHY KRB ERAZTE
TER o

b) ZEEEASHE

AEBTEERABRARAE
S-XBEEABZMET)H
ZEERERERALZRART
BBERETE - N THFEALZH
IR B HREMEE10()
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42. NOTES SUPPORTING STATEMENT OF 42.

CASH FLOWS

Reconciliation of liabilities arising from financial activities:

Be

MEXBELZABYHEK:

N =1

MEBRMHE

Bank Loans from a

borrowings shareholder

—BRRE S

RITEE 2B

(Note 30) (Note 32)

(KF&E30) (BftEE32)

HK$'000 HK$°000

T T

At 1 January 2018 R-_Z—N\F—H—H 5,896 40,312
Changes from cash flows: ReREZEH:

Proceeds from new bank loans FIRTTER B IE - -

Repayment of bank loans BEBIETER (5,896) (41,571)

Interest paid BEAHLE (93) (1,259)

Total changes from financing cash flows  BtER & RE 2 & (5,989) (40,312)

Other changes: o fth ) -
Interest expenses M ERX 93 1,259
Total other changes Hi S o) BsE 93 1,259

At 31 December 2018

R_B—N\F+_HA=T—H
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Notes to the Financial Statements

SUMMARY OF FINANCIAL ASSETS AND

B 755 R 2% B v

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

43. RERE D 2HMBEER I

FINANCIAL LIABILITIES BY CATEGORY BEEME
The following table shows the carrying amount and fair TRINEHBEERBEZRABERAT
value of financial assets and liabilities: BE:
2018 2017
—E-N\E —E—+F
HK$'000 HK$'000
FHT Fi& T
Financial assets BgEE
Available-for-sale financial assets AHHERKEE
- Equity investments — AR E = 17,369
Non-current assets classified as held for I ARBFERIERESEE
sale
— Equity investments — A E - 28,588
Financial assets at fair value through other ZRAF(BETAEMEE
comprehensive income Wasz IS BB
— Equity investments — AT E 26,852 =
Loans and receivables: BN EWERE
— Trade and other receivables — & 5 M EAth fE W R IE 11,900 26,520
— Other receivables and deposits —H M EWFRIE Rk e 33,150 18,178
— Loan receivables —EWE R 15,287 4,000
— Cash and cash equivalents - ReMReFEER 109,500 28,472
196,689 123,127
Financial liabilities 20p 5 =K
Financial liabilities measured at amortised X S At B 2 B1 75
cost: BE:
Non-current liabilities IERBEE
— License right fees payables — NIRRT R 13,718 41,706
— Loans from a shareholders ——HRRREHZER = 40,312
Current liabilities mENAE
— Contract liabilities —&aHaE 612 =
— Other payables and accruals — B fth B 5RIE R FE AT
% 5,578 12,413
— Amounts due to non-controlling —E—RERBARZ
interests of a subsidiary FEVEAR M 2 IR 22,884 6,750
— Amount due to a director — BN —REEFE 3,593 =
— Bank borrowings —RITEE = 5,896
— License right fees payables — BT R 28,180 66,935
74,565 174,012
KK AbIZ R G R A &)
20185F F 3R 193



Notes to the Financial Statements

B 75 R % BT v

For the year ended 31 December 2018
BE_T-N\F+-A=+—HLFE

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

(a) Financial instruments not measured at fair
value

Financial instruments not measured at fair value
include trade and other receivables, loan receivables,
cash and cash equivalents, contract liabilities, other
payables and accruals, bank borrowings, amount
due to non-controlling interests of a subsidiary/a
shareholder, license right fees payables and loans
from a shareholder.

Due to their short term nature, the carrying value
of trade and other receivables, loan receivables,
cash and cash equivalents, contract liabilities, other
payables and accruals, bank borrowings, amount
due to non-controlling interests of a subsidiary/a
shareholder, license right fees payables and loans
from a shareholder approximates fair value.

(b) Financial instruments measured at fair
value

The fair value of financial assets and liabilities with
standard terms and conditions and traded on active
liqguid markets are determined with reference to
quoted market prices.

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

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

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

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

1 QA KK Culture Holdings Limited
Annual Report 2018
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WHBRRFEEFEZHB LA
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{8« AR RIA KRB FIST ~ IRYT
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BUN—RERERZER-

HREHERE  REH R EME
WoR - RRER RENRREEE
HE - AWARE  EMMENFTUAELE
AR RITIEE - BN —MEHREB L
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)
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43. SUMMARY OF FINANCIAL ASSETS AND 43. RERSEI 22U BEERIE

FINANCIAL LIABILITIES BY CATEGORY B8E8E (&)
(Continued)
(b) Financial instruments measured at fair (b) BAFEESHEZHMBIA
value (Continued) (&)
2018
—E-N\E
Level 1 Level 2 Level 3 Total
F1E F2E #3E @st
HK$'000 HK$'000 HK$'000 HK$'000
FExT FExT THET FTET
Financial assets at fair R AFEEFT AL
value through other FHEWER VB EE
comprehensive
income
— Listed equity — ERAIEE
investments 26,852 - - 26,852
2017
—E—tF
Level 1 Level 2 Level 3 Total
FE1E F2E E3E st
HK$'000 HK$'000 HK$'000 HK$'000
FHT BT THIT FHT
Available-for-sale At EM S EE
financial assets
— Listed equity — EmRAEE
investments 17,369 - - 17,369
Non-current assets IARBRERN
classified as held IEmENE E
for sale
— Listed equity — ERARKRE
investments 28,588 - - 28,588
45,957 - - 45,957

There have been no significant transfers between

levels in the reporting periods.

RBEHHE BRHELEERNE

%o

KKZ bR B R A 3
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FINANCIAL RISK MANAGEMENT

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

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

(a) Credit risk

The Group is exposed to credit risk in relation to its
trade receivables, other receivables and deposits,
loan receivables and cash and cash equivalents.
The carrying amounts of trade receivables, other
receivables and deposits, loan receivables and
cash and cash equivalents represent the Group’s
maximum exposure to credit risk in relation to
financial assets.

To manage this risk arising from cash and cash
equivalents, the Group only transacts with reputable
commercial banks which are all high-credit-quality
financial institutions. There has no recent history of
default in relation to these financial institutions.

In respect of trade and other receivables, 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 customers as well as pertaining to the economic
environment in which the customers operate. Trade
receivables are due within 7 to 120 days from the
date of billing. Normally, the Group does not obtain

collateral from customers.
KK Culture Holdings Limited

Annual Report 2018
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44.
(a)

Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Trade receivables

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLS,
which is calculated using a provision matrix. As
the Group’s historical credit loss experience does
not indicate significantly different loss patterns for
different customer segments, the loss allowance
based on past due status is not further distinguished
between the Group's different customer bases.

The following table provides information about the
Group’s exposure to credit risk and ECLs for trade
receivables as at 31 December 2018:

B 755 R 2% B v

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

44, BIEERER (&)
(a) fEERMK (&)
B8 W EE

AEEE FRYGRIAZ BEERIN
HERE2HEHEEBRZ &M
B HDNRBBHEEAE - ARA
SENBEEEBERERY RKRH
TRAEFPASMEEEATAEER
A RMERBIREBEREEBT
BRAKETRZEP &M 2 FE—

WED o

TERBAR-Z—NF+=A
S+ —BAREEESEEHEY
ERARRERBHERFENE
oE

Expected loss Gross carrying

rate amount Loss allowance
AR EE HAREE EERE
% HK$°000 HK$'000
% FET FET
Collective assessment SRS

0-30 days 0ZE30K 0.25% 6,518 16
31-90 days 31290k 17.75% 479 85
91-150 days 912150k 50.00% 18 9

More than 150 days BB 150K Not applicable
NEA - -
7,015 110
Debtor A BB AR 0.83% 5,037 42
Individual assessment EVERRE 100.00% 8,162 8,162
20,214 8,314

Expected loss rates are based on actual loss
experience over the past 3 years. These rates are
adjusted to reflect differences between economic
conditions during the period over which the historic
data has been collected, current conditions and
the Group's view of economic conditions over the
expected lives of the receivables

BHERRENBEIF 2 ERERER - ZFH
R AR B A [ BR PAT A SR SR BB A A AR IO
TR AR SLIA R 7 62 [ 8 78 B PR W SRR SR R A B0 8
EARI < BH)Z R
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44. FINANCIAL RISK MANAGEMENT (Continued) 44. BIERRERE (&)

(@) Credit risk (Continued) (a) fEERKE(E)

Trade receivables (Continued) BESENE (&)
Prior to 1 January 2018, an impairment loss was R=ZE—N\F—A—HA BEE
recognised only when there was objective evidence BETERESREIENEL TE
of impairment (see Note 2.10(b)). At 31 December R (RMFE2.10(b)) - N =T —+4F
2017, trade receivables of HK$4,718,000 was +ZA=+—H"4,718,000& T2
determined to be impaired. The ageing analysis Z 5 EWFIEHE T ARE - T
of trade debtors that were not considered to be RARIE 2 E 5 KR KERE 24T

impaired was as follows: IR

2017
—EF—LF
HK$'000
FHET
Neither past due nor impaired 3 AR 360 B TR R (B 5,090
1 - 30 days past due BHI1E30KR 2,647
31 - 90 days past due EHA31ZE 90K 9,165
Over 90 days past due but less than one year EHREBBI0 KRB —4F 9,618
21,430
26,520

Receivables that were neither past due nor impaired W ARBHMEREBE S BBHEESZZRETEE
related to a wide range of customers for whom EREFEAR ZESEF I ETHEIAE -
there was no recent history of default.

Receivables that were past due but not impaired E#HIEY ERE 2 EKKTELEZ LKA TEE
related to a number of independent customers that MM EFER ZEEFRAEEHEE RITHE
had a good track record with the Group. Based Eriék-RIFBAGELS  EEEHEE  ARE
on past experience, management believed that no B =0 & KB &) &2 DR (E ] 2= 2UkE -
impairment allowance was necessary in respect of HULHAEGZSELIERERRE -

these balances as there had been no significant

change in credit quality and the balances were still

considered fully recoverable.

1 98 KK Culture Holdings Limited
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44. FINANCIAL RISK MANAGEMENT (Continued) 44. BIERRER (&)

(a) Credit risk (Continued) () fFERAR (&)
Trade receivables (Continued) BESENE (&)
Movement in the loss allowance account in respect FABHEE S EWFIER EEEE
of trade receivables during the year is as follows: AREVEBNLAT -
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHT FHBT
Balance at 31 December under BIER B LT 4R
HKAS 39 FE39HEN+ A
=t+—Bz#&% 4,718 4
Initial adoption on HKFRS 9 BIRERINE BB 75
(note 3.1B())) HAERIZE 95
(B&E3.1BG)) 583 —

Balance at 1 January under HKFRS 9 BB R 2R
FIREN—A—HZ

23 5,301 4
Impairment losses recognised during FRERRREEE
the year 3,451 4,718
Impairment loss recovered during the — FAT UK ERERIE
year (438) (4)
Balance at 31 December R+—A=+—Hz
R 8,314 4,718
The following significant changes in the gross LTREGEKRGBARERBECE
carrying amounts of trade receivables contributed to REHHEHFR T — \FEEEE
the increase in the loss allowance during 2018: 18840
= Trade receivables net of those impaired — HBREREBEZE S RWKIE
resulted in an decrease in loss allowance of BB R R ) 438,000
HK$438,000; and B Rk
= Increase in days past due over 90 days = B HAR 3890 H 1% I E B E 18
resulted in an increase in loss allowance of B {EIE 03,451,000 7T °

HK$3,451,000.

KKZ bR B R A 3
20185|551L\5$|>’z 1 QQ



Notes to the Financial Statements
BT 1% = 2% MY 5E

'.I:lll

For the year ended 31 December 2018
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44,

NF+ZA=+—RHILFE

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk (Continued)

Other receivables and deposits (excluding
prepayments)

The Group measures loss allowances for other
receivables and deposits at an amount equal to
lifetime ECLs. ECLs is assessed to be 2% - 5% on
the gross carry amount of other receivables and
deposits.

No significant change to estimation techniques or
assumptions was made during the reporting period.

As at 31 December 2018, the gross carrying
amount of other receivables and deposits was
HK$34,298,000 (2017: HK$18,177,000) and after
deducting impairment provision, the maximum
exposure to loss was HK$33,150,000 (2017:
HK$4,000,000). The Group made no write-off of
other receivables and deposits during the year (2017:
Nil).

Loans receivables

The Group has compared with the market ratings
of similar companies to rate for the third parties in
determining their credit risk. The Group required
certain third parties to provide guarantees as
security against the loans.

Over the terms of the loans, the Group accounts
for its credit risk by appropriately providing for ECLs
on a timely basis. In calculating the expected credit
loss rates, the Group considers historical loss rates
for each category of loan, and adjusts for forward

44,

BRARER (&)

(a)

EERE (&)

AtEUFHBEREEZ (FRAFE
)
REBHMEYWFIAR RS 2 BB
BEAESEN2HEHEEBRZ
SRR -RHEERENERE
b EUCGRIE R IR RREE 2%
£5% °

MRS AR - AR R AT R
2EREDY -

R—_E—N\F+—_A=+—8"
EMmERFERES 2 RETE
£34,298,000/8 7 (& — 4 :
18,177,000/ 7T ) - M BRI E B
#H1& == EERR A&33,150,000
BT (ZZ—+4F :4,000,000%
TL) o ZNES B A AR PR I 48 4l 8 L i e
WHERZe (ZE—HF &) -

EWES
AEBEEKE=TT 2 M5 RER
URB 2 FFETHR  AEBEEH
EERR AREERETE=T
REERIEAETRZER -

REFHRA - NEEE BN E R
REBEENEEERKEER
[ B A B o ﬁé?r“i%iﬁqﬁﬁ%ﬁéﬂ%
K5 AREEESRERZBE
B - I 3 AR Iit&ﬁﬁé/?-‘l@kﬁ

looking macroeconomic data. As at 31 December ETHAE RZ_ZT—-NF+H
2018, the Group provided for ECLs against loans to =+—H RAEERE12ME A B

third parties based on 12 months expected losses.
ECLs is assessed to be 2% — 3% on the gross carry
amount of loans.

No significant change to estimation techniques or
assumptions was made during the reporting period.

BERATHE =D ZER RN
EEBERE BHEEBENG
RESFRREEZ2%E3% °

R RS A BT S B RR
ZERED -
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44.
(a)

(b)

Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

Loans receivables (Continued)

As at 31 December 2018, the gross carrying amount
of loans to third parties was HK$15,640,000 (2017:
HK$4,000,000) and after deducting impairment
provision, the maximum exposure to loss was
HK$15,287,000 (2017: HK$4,000,000). The Group
made no write-off of loan receivables during the
year (2017: Nil).

Maximum exposure to credit risk

At the end of the reporting period, no financial
guarantees issued by the Group and Company
which represented the maximum amount the Group
and Company could be required to pay if the
guarantees were called on.

Currency risk

Foreign currency risk refers to the risk that the fair
value or future cash flows of a financial instrument
will fluctuate because of changes in foreign
exchange rates.

Most of the sales transactions of the Group were
denominated in RMB and HK$ and there were
expenses and capital expenditures denominated in
RMB and HK$. Certain trade receivables and trade
payables of the Group were denominated in foreign
currencies, mainly RMB. To mitigate the impact of
exchange rate fluctuations, the Group continuously
assessed and monitored the exposure to foreign
currency risk.

44.
(a)

(b)

B 755 R 2% B v

For the year ended 31 December 2018
BE_ T /\F+-RA=1+—HI=FE

BRARER (&)

EERE (&)

FERES (&)
R-_ZE—N&E+-_A=+—8"
BTE=ZFZ2ERZARE@ES
15,640,000/8L (= —tF:
4,000,000/ 7T ) + M 0Bk B E £
1k &=EEREK 15,287,000
Bt (ZZF—+1%F :4,000,000%8
T ) ° NS B L A S R E
R(ZB—+F ) -

REFERE

RBEMEERER AREREAR
AW EEREMPEER ZEH
BREREASERANRRATES
XM &S -

B E

SNE R IER I TE 2 AP EES
ARB 2 RERINEE RS F MR
BB -

AEBABNHEEX S TIAARE
RETINE  BRAREARFAINL
ARBRETIE - AEEETE
SR K B 5 B SRIBIAINE
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B E AEERFETHRER
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44. FINANCIAL RISK MANAGEMENT (Continued) 44. BIERRERE (&)

(b)  Currency risk (Continued) (b) E¥ER (&)
Foreign currency denominated financial assets and REEINESBE 2 HBEEERE
liabilities of the Group were as follows: (EUNNE
2018 2017
ZEB-N\F —E—+F
HK$°000 HK$'000
FET FHET

Foreign currency exposure to RMB A R¥ 2z SNERE K

Trade receivables B 5 ERFOR 2,594 18,692
Cash and cash equivalents Re kA EEIER 1 1
License right fees payables FEHE RS (41,898) (108,641)

(39,303) (89,948)
The following table illustrates the sensitivity of the TRETAAAKREZHBEER
net results for the year and accumulated losses in B ERRE R o FEXETFE
regards to the Group's financial assets and liabilities REBFTEBZHRER  URAEAE
at the reporting date and the reasonably possible B 7 ¥ B 8 & KR g 2 SMNEEE
changes in the foreign exchange rates in the next ERARKEI12EAN SR e ES) -
12 months to which the Group has significant BB EH M #EARRFLE - SNE
exposure at the reporting date, based on the i EApINCSEl - F i F S5
assumption that other variables are held constant. I R o

Changes in foreign exchange rates have no impact
on the Group's other components of equity.

2018 2017

—E-N\F T —tF
Effect on Effect on
Increase/ loss after Increase/ loss
(Decrease) tax and (Decrease)  after tax and
in foreign accumulated in foreign accumulated
exchange rates losses exchange rates losses
HEBRHAEBR HERTEERE
SEE R REEE HINEE BE & ES ]
EF# CRD) gE A CRD) 2B
HK$’000
FHET
RMB AR 3.4% 1,382 4.3% 4,149
(3.4%) (1,382) (4.3%) (4,149)

202 KK Culture Holdings Limited
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44, FINANCIAL RISK MANAGEMENT (Continued)

(b)

(c)

Currency risk (Continued)

Exposures to foreign exchange rates vary during
the year depending on the volume of overseas
transactions. Nonetheless, the analysis above is
considered to be representative of the Group’s
exposure to currency risk.

Interest rate risk

The Group does not have material exposure to
interest rate risk, as the Group has no financial
assets and liabilities of material amounts with
floating interest rates except for deposits held in
banks. Cash at bank earns interest at floating rates
based on the daily bank deposit rates during the
year. Any change in the interest rate promulgated by
banks from time to time is not considered to have
significant impact to the Group. The Group adopts
centralised treasury policies in cash and financial
management and focuses on reducing the Group’s
overall interest expense. The terms of repayment
of bank borrowings are set out in Notes 30 to the
financial statements.

Management did not consider it necessary to use
interest rate swaps to hedge their exposure to
interest rate risk as the interest rate risk exposure is
not significant.

8175 2k I ot

For the year ended 31 December 2018
BE=-T

—N\F+ZA=+—HLEFE

44, BIEERER (&)

(b)

(c)

EWEE (&)

SN EE EIHEﬁEAEWIiﬁﬁ\\X%;
ks o ST - Bt Tﬁ?ﬁzu AR
HEEK’*IE;TZ S HE R o

FEEB

BRERITIESON AERE W EERA
BNIRBVBEERAR BAK
B EmEHE AN RER - FA -
RITRSLFBDNE (ZERESA
TEARA ) 58 o RIT B R H)F
BRI EHARBEENERY
£ -AEERE RPKEERRN
STNHMERE  BAORELEE
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NF+ZA=+—RHILFE

FINANCIAL RISK MANAGEMENT (Continued)

(d)

Liquidity risk

The Group's policy is to regularly monitor its liquidity
requirements, its compliance with lending covenants
and its relationships with its bankers to ensure that
it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the
short and long term.

The Group had net current assets of
HK$108,485,000 (2017: HK$16,240,000) and net
assets of HK$171,893,000 (2017: HK$149,283,000)
as at 31 December 2018. In the opinion of directors,
the Group's exposure to liquidity risk is limited.

The following table details the remaining contractual
maturities at each of the reporting dates of the
Group’s non-derivative financial liabilities, which
are based on contractual undiscounted cash
flows (including interest payment computed using
contractual rates or, if floating, based on current
rates at the reporting date) and the earliest date the
Group may be required to pay.

Specifically, for bank borrowing which contain
a repayment on demand clause which can be
exercised at the bank’s sole discretion, the analysis
shows the cash outflow based on the earliest period
in which the entity is required to pay, that is if the
banks were to invoke the unconditional rights to call
the loan with immediate effect.

KK Culture Holdings Limited
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44. FINANCIAL RISK MANAGEMENT (Continued) ~ 44. BIFSEBSEE (4)
(d) Liquidity risk (Continued) (d) #REBELEMR (&)
Total More than More than
contractual ~ Within three three months  one year but
Carrying undiscounted months or on  but less than less than five
amount cash flow demand one year years
BIAHKRER R=BEARR EBR=1EA BA-F
HREE Reng EEX BR-FR BEREER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TR TR TR TR
As at 31 December RZZE—\F
2018 +=A
ET—E
Non-derivatives: JEOTET R :
Contract liabilities AHaE 612 612 612 - -
Other payables and HibERFIER
accruals JEATRI 5,578 5,578 5,578 - -
Amounts due tonon- B —FEHBA
controlling interests Al IR
of a subsidiary Em0A 22,884 22,884 22,884 - -
Amount due to a EN—%EZE
director IR 3,593 3,593 3,593 - -
License right fees TS
payables 41,898 42,268 15,815 12,734 13,719
74,565 74,935 48,482 12,734 13,719
As at 31 December RZE—tF
2017 T=A
=+—H
Non-derivatives: FTETR:
Other payables and HtREM SR
accruals JEATRFIX 12,413 12,413 12,413 - -
Amount due to non- B —FEHT B A
controlling interests AIZ 3R
of a subsidiary BmR 6,750 6,750 6,750 = =
Bank borrowings RITRE 5,896 5,896 5,896 = =
License right fees ENFTEE
payables 108,641 112,375 14,286 55,230 42,859
Loans from a —BRERE
shareholder B 40,312 41,571 - - 41,571
174,012 179,005 39,345 55,230 84,430
KK LI B R A &
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44. FINANCIAL RISK MANAGEMENT (Continued) 44. BIERRERE (&)

(d) Liquidity risk (Continued) (d) #REBELEMR (&)
The table that follows summarises the maturity TRELFBIEAR A E R R TR
analysis of those bank borrowings with repayment- TE 12 RN A 2% M A 12 SRR R X
on-demand clause based on the agreed scheduled WIRITTEENI MO - BEESE
repayments set out in the loan agreement. The BIEREHNEFTENN S -
amounts included interest payments computed Bt - ZE2EARRALZEH ST
using contractual rates. As a result, these amounts FIEER] RRARBKENGHE &
are greater than the amounts disclosed in the “on RSB M BAR N - AR T
demand” time band in the above maturity analysis. BEEZRABITTIRAIEITERISE
Taking into account the Group's financial position, ERAER - ARAEEHEEF
the directors of the Company do not consider HAEHEEBRESERHETHIE
that it is probable that the bank will exercise EEFAHEE-
their discretion to demand immediate repayment,
the directors of the Company believe that such
term loans will be repaid in accordance with the
scheduled repayment dates as set out in the loan
agreements.
Total More than More than
contractual ~ Within three  three months  one year but
Carrying undiscounted months or on  but less than less than five Over five
Group amount cash flow demand one year years years
BITHRER  WE@EARS  BB=fA BB-F
N1 REE BERE EEZX  BR-Fh  EREER BBEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL TET TERT FET Thx ThL
Term loans subject BEREK
to repayment-on- ERERL
demand clause EHEN
based on scheduled ~ ERET
repayments: EARE
31 December 2017 ZF—+#
TZA
==k 5,896 7,296 95 284 1,548 5,369
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Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)
(e) Fair values

The directors of the Company consider the fair
values of the Group's current financial assets and
liabilities are not materially different from their
carrying amounts because of the immediate or
short-term maturity of these financial instruments.
The fair values of non-current financial assets and
liabilities were not disclosed because these are not
materially different from their carrying amounts.

CAPITAL MANAGEMENT POLICIES AND
PROCEDURES

The Group's objectives when managing capital are:

o To safeguard the Group’s ability to continue as
a going concern, so that it continues to provide
returns for shareholders and benefits for other
stakeholders;

o To support the Group’s stability and growth; and

o To provide capital for the purpose of strengthening
the Group’s risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability, projected operating
cash flows, projected capital expenditures and projected
strategic investment opportunities. The Group has not
adopted any formal dividend policy.

Management regards total equity as capital, for
capital management purpose. The amount of capital
as at 31 December 2018 amounted to approximately
HK$171,893,000 (2017: HK$149,283,000), which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.

44,

45.

B 755 R 2% B v

For the year ended 31 December 2018
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46. EVENT AFTER REPORTING DATE 46. HEBESE
On 11 March 2019, Express Ocean Investment Limited, R-—FT—hNhE=A+—B R*EEHR
a wholly owned subsidiary of the Company entered BAR (AATZEEWE AT ) EH—%
into a provisional sale and purchase agreement with an BYE = A VEEEERSE  URE
independent third party to disposed of an investment 10,959,000/ T HHEREY S - HEFIH
property at a consideration of HK$10,959,000. The disposal R B iR T2 o

is not completed as at the reporting date.
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For the year ended 31 December 2018
BE_T—/\Ft+-RA=+—HI=FE

AEBBELEMRFECREREERAE L
BEBUOT - HEFAE TR ZEELMHERE T

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the

published audited financial statements and restated in accordance B AREEB ISR EERFESH [HAFE 2 IR
with HKFRS 5 “Non-current Assets Held for Sale and Discontinued — Eh&E MR IFREER | B

Operations”, is set out below:

FINANCIAL RESULTS 3

Financial year ended 31 December

BE+T-A=1t—-RALHEFE

2014 2015 2016 2017 2018
— P04 —hF —E—RF —E—+F —E-N\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FHT FET
CONTINUING OPERATIONS  HERKE %K
Turnover SEE 59,923 62,857 96,527 98,534 73,064
Profit/(Loss) before income tax  BRFrERi AT @A/
(&18) 15,962 5,412 (16,213) (81,525) (74,164)
Income tax (expense)/credit Frig®t (Ax) /
v (2,353) (1,719) 1,978 6,051 (1,193)
Profit/(Loss) for the REFELE
year from continuing ER2AEE
operations uwH/ (B8 13,609 3,693 (14,235) (75,474) (75,357)
DISCONTINUED CRIEEEER
OPERATIONS
Profit/(Loss) for the year from KB B & IEE
discontinued operations EBIAFE
whl,/ (E8) 81,026 (29,758) = - =
Profit/(Loss) for the year rEERF/
(E18) 94,635 (26,065) (14,235) (75,474) (75,357)
Attributable to: AR ALRER:
Equity shareholders of the KRR AR
Company 78,913 (26,065) (12,115) (57,834) (55,952)
Non-controlling interests RS 15,722 = (2,120) (17,640) (19,405)
Profit/(Loss) for the year KEEBF,
(B#8) 94,635 (26,065) (14,235) (75,474) (75,357)
KK AL R B PR A =]
2018F F 3R ZOQ
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For the year ended 31 December 2018
HE_Z-N\F+_A=1+—HILFE

As at 31 December

R+=A=+—~H
2014 2015 2016 2017 2018
“T-pmE —B-RF ZE-AF B tF ZB-N\E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

THET FHET BT FET THx
ASSETS AND LIABILITIES BEHEH
Total assets BEE 266,081 141,698 363,571 324,814 246,884
Total liabilities BmafkE (86,555) (10,990) (145,865) (175,531) (74,991)
Total equity EneE 179,526 130,708 217,706 149,283 171,893
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