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Management Discussion and Analysis

BEEEFN WD

BUSINESS REVIEW
Train Media

On 29 March 2019, the Company and China Baoli Technologies
Holdings Limited (“China Baoli” or the “Purchaser”), a company
incorporated in Bermuda with limited liability, the shares of which are
listed on the Main Board of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (stock code: 164), entered into the sale and
purchase agreement (the “Agreement”), pursuant to which the
Company conditionally agreed to sell and the Purchaser conditionally
agreed to acquire the entire issued share capital of Fullmoon Global
Limited (the “Target Company”), the then direct wholly-owned
subsidiary of the Company which then held 60% interest in Hong
Kong Made (Media) Limited (“Hong Kong Made”) and Ample Success
Limited (“Ample Success”), the train media business vehicle of the
Group, for an aggregate consideration of HK$34,750,000 (the
“Consideration”), which shall be satisfied by the allotment and issue
of the shares (the “Consideration Shares”) in tranches at the issue
price of HK$0.2 per share of the Purchaser at HK$0.1 per ordinary
share in the share capital of the Purchaser (the “Purchaser Shares”)
to the Company or its designated nominee(s) in accordance with the
terms and conditions of the Agreement.

The Consideration is satisfied by the allotment and issue of the
Consideration Shares in tranches at the issue price of HK$0.2 per
Purchaser Share by the Purchaser to the Company or its designated
nominee(s) in the following manner:

(i) as to HK$11,583,333, representing one third of the
Consideration, shall be paid by the Purchaser to the Company
or its designated nominee(s) by the allotment and issue of
57,916,665 Purchaser Shares upon the Completion Date (the
“First Tranche Consideration Shares”);

(i) as to HK$11,583,333, representing one third of the
Consideration, shall be paid by the Purchaser to the
Company or its designated nominee(s) by the allotment
and issue of 57,916,665 Purchaser Shares (the “Second
Tranche Consideration Shares”) upon the Second Tranche
Consideration Shares Issue Date, subject to Hong Kong Made
and BMEBREEKESAERAR (“Guangzhou Shengyu
Golden Line Advertising Company Limited” for identification
purpose only) (“Guangzhou Shengyu”) having executed
an agreement (in form and substance satisfactory to the
Purchaser) to extend the term of the Hong Kong Made
Contract for three years to 30 June 2023 (the “Second Tranche
Consideration Shares Conditions”); and
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Management Discussion and Analysis

(iii) as to HK$11,583,334, representing one third of the
Consideration, shall be paid by the Purchaser to the
Company or its designated nominee(s) by the allotment and
issue of 57,916,670 Purchaser Shares (the “Third Tranche
Consideration Shares”) upon the Third Tranche Consideration
Shares Issue Date, subject to the satisfaction of the following
conditions (the “Third Tranche Consideration Shares
Conditions”): (a) Hong Kong Made and Guangzhou Shengyu
having executed an agreement (in form and substance
satisfactory to the Purchaser) to further extend the term of
the Hong Kong Made Contract for two years to 30 June
2025; and (b) Ample Success and Guangzhou Shengyu having
executed an agreement (in form and substance satisfactory
to the Purchaser) to further extend the term of the Ample
Success Contract for two years to 30 March 2024.

In the event that the Second Tranche Consideration Shares Condition
and/or the Third Tranche Consideration Shares Conditions are
satisfied, the Purchaser shall allot and issue the Second Tranche
Consideration Shares and/or the Third Tranche Consideration Shares (as
the case may be) on the Second Tranche Consideration Shares Issue
Date and/or the Third Tranche Consideration Shares Issue Date (as the
case may be).

The Consideration was determined on an arm’s length basis under
normal commercial terms pursuant to the negotiation between the
Company and the Purchaser after taking into account, among others,
the equity interest of Hong Kong Made and Ample Success owned by
the Target Company after capitalisation of certain loans owed by Hong
Kong Made and Ample Success to the Target Company and the then
shareholders of Hong Kong Made and Ample Success and calculated
by reference to a premium over the net asset value of the Target
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
as a whole. Since only the First Tranche Consideration Shares were
received by the Company, a loss on disposal of approximately HK$8.5
million was recorded as at 30 June 2019. Assuming that the Second
and the Third Tranche Consideration Shares, which were regarded as
contingent assets as at 30 June 2019, could be issued at HK$0.2 each,
the Company would record an income of approximately HK$23.1
million.

The disposal was completed on 6 June 2019 and the Company

received the First Tranche Consideration Shares. Upon the completion,
the Company ceased to operate Train Media business.
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Management Discussion and Analysis

BEEENWED

Recruit Magazine and website

The recruitment advertising business had revenue of approximately
HK$30.8 million, representing a decrease of approximately HK$2.4
million or 7.2%. Besides, the gross profit for six months ended was
approximately HK$23.6 million (2018: HK$25.6 million) and the profit
after tax for the six months ended 30 June 2019 was approximately
HK$1.3 million, decreased from last year’s corresponding period
of HK$1.9 million. These were mainly attributable to labour
market becoming conservative as a result of deteriorating business
environment in Hong Kong that less recruitment advertisements were
placed to the magazine.

Property Investment

Express Ocean Investment Limited (“Express Ocean”) is the Company’s
wholly owned subsidiary engaged in investment property.

For the six months ended 30 June 2019, the rental income decreased
to approximately HK$161,000 compared with that of the same period
in last year of approximately HK$265,000. The decrease was due to
the disposal of the office premises in 2018 and the last premises was
sold in March 2019 and completed in May of the same year. Since all
the applicable ratios for the transaction to each of the independent
third parties were below 5%, the transaction 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”).

PROSPECTS
Recruit magazine and website

The management is cautious towards the prospect of the labour
market in Hong Kong in the second half of the financial year. In case
that the unemployment rate increases, the management will take
appropriate measures to minimise the impact.

Digitalization has caused a tsunami-like wave in the media industry,
and the new technologies and intense competition have been causing
a negative impact on advertising and circulation revenue. Having
considered that the Recruit magazine and website is a core strength
of the Group that has commandeered over the years, we will continue
to preserve our position in employment and print media industry
through maintaining stringent cost control, making improvements
in work flow efficiencies, as well as restructuring and streamlining
management and operational processes.
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Management Discussion and Analysis

In additions, by leveraging on the management experience and
business strategy which has shored up our position in the media
market, the Group will fully grasp the opportunities for business
development arising from the reform in cultural and educational
related sector. We believe that upstream online market and
downstream entertainment and educational industries have enormous
growth potential. Therefore, we considered that the addition of
a potential new sectors could accelerate our business expansion
and development through various new business model, investment
and/or acquisition which is in the interest of the Company and its
shareholders as a whole.

FINANCIAL REVIEW

For the six months ended 30 June 2019, turnover from Train Media
business was approximately HK$4.0 million (2018: HK$4.9 million),
representing a decrease of 18.37%. The decrease in turnover was
mainly due to (i) the continuing negative economic prospects of
mainland China‘s economy. Together with turnover contributed by
Recruit amounting to approximately HK$30.8 million (2018: HK$33.2
million) and rental income of approximately HK$161,000 (2018:
HK$265,000), the Group recorded a turnover of approximately
HK$35.0 million (2018: HK$38.4 million).

Selling and distribution costs remain stable and slightly increased
from approximately HK$10.4 million in the first half of 2018 to
approximately HK$11.3 million in the first half of 2019.

Due to the disposal of the train media business, the Group recorded a
loss on disposal of approximately HK$8.5 million.

Other expenses, which mainly represented impairment on financial
assets made during the period, amounted to approximately
HK$95,000 (2018: HK$101,000).

For the six months ended 30 June 2019, the Group recorded
approximately HK$7.6 million (2018: HK$31.8 million) of non-
cash amortisation expenses in relation to the amortisation of other
intangible assets relating to exclusive advertising licenses rights of
both the train body and train compartments of 22 Guangzhou-
Shenzhen Railway-China Railway High Speed trains incurred before
the train media business was disposed of.

Income tax expense of approximately HK$628,000 (2018: of

HK$619,000), was mainly attributable to income tax effect for the
profit derived from group companies during the period.
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Management Discussion and Analysis

BEEENWED

As a result of the above, for the six months ended 30 June 2019,
the Group recorded a net loss of approximately HK$20.6 million,
compared with a net loss of approximately HK$42.3 million for the
same period last year.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, the Group had net current assets of
approximately HK$112.6 million (31 December 2018: HK$108.5
million). The Group's current ratio was approximately 5.6
(31 December 2018: 2.8) while the Group’s net assets was
approximately HK$170.3 million compared with those of
approximately HK$171.9 million as at 31 December 2018. Total cash
and bank deposits was approximately HK$110.9 million (31 December

2018: HK$109.5 million).

The Group generally finance its operations mainly with internally
generated cashflow. The Group’s gearing ratio as at 30 June 2019 was
3.4% (31 December 2018: 0%), which is calculated on the basis of
the Group’s total interest bearing debts over the total equity interest.
The Group has no bank borrowing as at 30 June 2019 (31 December
2018: nil) and other interest-bearing borrowing of approximately
HK$5.8 million (31 December 2018: nil).

The Group adopts centralised financing and treasury policies in
order to ensure the group funding is utilised efficiently. Conservative
approach is adopted on monitoring interest rate risk. The Group does
not have material exposure to currency risk as most of the Group’s
transactions are carried out in HK Dollars and RMB, which is the
functional currency of the corresponding group entities.

INVESTMENTS IN SECURITIES

As at 30 June 2019, the Company had securities investments classified
as equity instrument at fair value through other comprehensive
income with market value of approximately HK$31.4 million
(31 December 2018: HK$26.9 million). During the period ended
30 June 2019, the Company has added 57,916,665 shares of China
Baoli which represent part of the Consideration Shares arisen from the
disposal of the Target Company.
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Management Discussion and Analysis

CAPITAL STRUCTURE

As at 30 June 2019, the total issued shares of the Company (“Shares”)
was 446,614,000 (31 December 2018: 446,614,000 Shares) at
HK$0.2 each.

On 31 July 2018, the Company entered into a placing agreement
with BaoQiao Partners Capital Limited (“Placing Agent”) to place
up to 74,000,000 new Shares on a best effort basis at HK$1.40
per Share to raise approximately HK$103.6 million. The gross and
net proceeds raised from the placing were HK$103.6 million and
HK$102.9 million respectively and the gross and net placing price
per Share was HK$1.40 and HK$1.39 respectively. The said placing
completed on 28 August 2018 and the net proceeds from placing will
be utilised for general working capital purpose and for future business
and investment opportunities. As at 30 June 2019, approximately
HK$4.1 million was utilised as general working capital while none was
utilised for investment opportunities as the Company has yet sourced
a suitable one.

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITY

As at 30 June 2019, the Group had no significant capital
commitments (31 December 2018: nil). The Group had no significant
contingent liabilities as at 30 June 2019 (31 December 2018: nil).

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed, the Group did not have any material acquisition or
disposal of subsidiaries during the six months ended 30 June 2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

As at 30 June 2019, the Company had no plans for material
investments in capital assets.

CHARGE ON GROUP ASSETS

As at 30 June 2019, there was no charge on Group assets.
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Condensed Consolidated Statement of Profit or Loss and Other Comprenensive Income
Ht 2 H W= R

EBHGAESEER

For the six months ended 30 June 2019

B2 —F—NFNA=1THIENEA
(Unaudited)
(REEER)
Six months ended 30 June
BZAB=1HLEXEA
2019 2018
—E-AF —N\&F
Notes HK$'000 HK$'000
Lz FHER FHIT
Turnover o 5 35,020 38,404
Direct operating costs BB (7,207) (7,587)
Gross profit EF 27,813 30,817
Other revenue and net income Hoftn s FOF WA 4,552 623
Selling and distribution costs SHE R A A (11,280) (10,435)
Administrative and other operating TR R EAGEE
expenses (31,155) (61,296)
Expected credit loss on B S EWIEEREEER
trade receivables (95) -
Other expenses EitnER - (101)
Loss on disposal of subsidiaries HEMEA R ZEE 17 (8,533) =
Finance costs M8 A (1.302) (1,250)
Loss before income tax BRFTISHATE R 7 (20,000) (41,642)
Income tax expense TS (628) (619)
Loss for the period AHEEEE (20,628) (42,261)
Other comprehensive income Hit 2 HE Kz
Items that may be reclassified AJBER R 18 BHT 7 4E
subsequently to profit or loss. EEmsHE -
Realised loss on disposal HERAFEERTA
of equity instruments at Hth 2 E sz Em TR
fair value through other 2 EEFREE
comprehensive income - (1,842)
Fair value loss on equity instruments ~ ZAFEETAEMET
at fair value through Wanz#Em T A
other comprehensive income Z N THEEEBE (5.270) (2,315)
Other comprehensive income AEAEE M2 E R
for the period, net of tax HERFLIE (5.270) (4,157)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income (continue)

RS EEEREMZERE R @

For the six months ended 30 June 2019
B F—NFNA=FHINEA

(Unaudited)
(REER)
Six months ended 30 June

BEANA=+THILEAER

2019 2018
—E-AF —E)\F
Notes HK$'000 HK$'000
Lz FHER FHIT
Total comprehensive income AEEEEK A
for the period (25,898) (46,418)
Loss for the period attributable to LA T A T FE{E AR A
Equity shareholders of the Company ~ ZRA BRI (18,102) (35,832)
Non-controlling interests eI (2,526) (6,429)
(20,628) (42,261)
Total comprehensive income UTNALTEERE
attributable to: WiRAEEE -
Equity shareholders of the Company ~ ZANA BRI R (23,372) (39,989)
Non-controlling interests FEPEAR R (2,526) (6,429)
(25,898) (46,418)
Loss per share for loss attributable A2 B RR
to the equity shareholders EhEEZSRER
of the Company during
the period
— Basic and diluted - EARREEE 9 HK(4.05) cents 3l HK(9.62)cents 751l
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Condensed Consolidated Statement of Financial Position

& B %R & B 35 AR R 3R

As at 30 June 2019
REZF—NFANA=1H

At 30 June @ At 31 December
2019 2018
R=-ZB—1#&F RZZE—N\F
RA=+H +TZH=1+—H
(Unaudited) (Audited)
(RESER) (F&EZ)
Notes HK$'000 HK$'000
M =E FHT T
ASSETS AND LIABILITIES BEEHREE
Non-current assets FREBEE
Property, plant and equipment Y% BRENEE 10 6,102 6,387
Investment properties WEME 10 - 9,631
Other intangible assets Hibfmp &= 11 - 22,849
Equity instruments at fair value through 3ZAFEEF AR M EE
other comprehensive income a2 i TR 31,428 26,852
Loan receivables JEUE R 11,407 11,407
Right-of-use assets EREEE 12,384 =
61,321 77,126
Current assets RENEE
Trade receivables B 5 RFIA 12 7,697 11,900
Other receivables and deposits Hib WA ke 12 14,169 43,665
Tax recoverable A eI IE 184 813
Loan receivables FEWE K 3,880 3,880
Cash and cash equivalents BeMReEEER 110,923 109,500
136,853 169,758
Current liabilities mEBE
Contract liabilities BHEE 594 612
Other payables and accruals L th A 5RIE R BT RS2 7,437 5,578
Amount due to non-controlling FERT—REFT B A 7]
interests of a subsidiary Z AR IR 2R SRR - 22,884
Amount due to a director B —REFFHIA 1,093 3,593
Other borrowings BEfhEgE 5,760 -
Current portion of license right fees  JEfTEFRF1EE Z BNEIEES
payables - 28,180
Lease liabilities HEAE 8,992 =
Provision for taxation TRIR RS 426 426
24,302 61,273

KK Culture Holdings Limited
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Condensed Consolidated Statement of Financial Position (continued

CEE

BY#5 AR T 3R o)

As at 30 June 2019

—E-AFNA=TH

At 30 June At 31 December
2019 2018
RZEB—hE R=ZF—N $
~A=1+H +ZA=+—
(Unaudited) (Audlted)
(REERK) (Fe=:Z)
Notes HKS$’'000 HK$'000
MI5E FHET T
Net current assets REEEFE 112,551 108,485
Total assets less current liabilities @EERRBAE 173,872 185,611
Non-current liabilities ERBAR
Non-current portion of FERHRRRT B 2 FEBNER R
license right fees payables - 13,718
Lease liabilities HEEaE 3,530 =
3,530 13,718
Net assets EEFRE 170,342 171,893
EQUITY R
Share capital [N 13 89,323 89,323
Reserves R 81,019 104,391
Equity attributable to equity AQ B SR RELERE
shareholders of the Company 170,342 193,714
Non-controlling interests FEIERR RS - (21,821)
Total equity R 170,342 171,893
KK AL R G R A H 11 —E-NERERS



Condensed Consolidated Statement of Cash Flows
BHGAESRERER

For the six months ended 30 June 2019
BEZ=—F—NFNA=THIAEA

(Unaudited)
(REER)
Six months ended 30 June

BEANA=+THILEAER

2019 2018
—E-AF —T-N\F
HK$'000 HK$'000
FTHExT FHIT
Net cash (used in)/generated REZEB(FA) B
from operating activities b ek (6,534) 16,161
Investing activities -
Interest received BHF S 364 166
Proceed from sales of equity HERATFEEFAREMER
instruments at fair value through Was 2 Bz T B 7 FriS 508
other comprehensive income - 15,527
Proceed from disposal HEREMEZ FEHIA
of investment property 10,896 3,980
Net cash outflow on disposal HERBAR ZRERLF5E
of subsidiaries (107) -
Payment of licenses fee payables SRR (14,910) (52,898)
Purchase of property, BEME  WEKRE
plant and equipment - (5,012)
Net cash used in investing activities R BT RI &5 (3,757) (38,237)
Financing activities B 5
Bank and other borrowings raised EERTRAMBE 14,560 18,000
Repayment of bank and ERRTREMEE
other borrowings - (775)
Interest on bank and EAERITREMEERE
other borrowings paid (346) (65)
(Decrease)/increase in amounts FERESFHIE CRd) 1
due to directors (2,500) 5,093
Net cash generated BLE RS IR & FEE
from financing activities 11,714 22,253
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Condensed Consolidated Statement of Cash Flows (conineq)
HAGEHRESRER

For the six months ended 30 June 2019
B2 —F—NFNA=+HINEA

(Unaudited)
(REER)

Six months ended 30 June

BEANA=+THILEAER

2019 2018
—E-AF —E)\F
HK$'000 HK$'000
FHER FHIT
Net increase in cash and RekBeEEEBBEINFE
cash equivalents 1,423 177
Cash and cash equivalents HYRe RIReEEIEAER
at the beginning of the period 109,500 28,472
Cash and cash equivalents HRE S MREEFHBEIER
at the end of the period 110,923 28,649
Analysis of balances of cash and ReRBLEEEB AR
cash equivalents
Bank and cash balances 1T RIR B R 110,923 28,649

MAJOR NON-CASH TRANSACTION EXFRERS

During the period, the Group disposed its entire interests in  HAN - REBEFEBF] 7R B & 7 8 H R EH
subsidiaries (note 17) by entering into the equity sales and purchase  FIEB A RIH 2 HiERHE (M7 17) o HEREL
agreement. The consideration of the disposal was satisfied by the A =#ETEFTROZARZT - ARBERZF
issuance of shares of the purchaser in three tranches. The Group ~—HWEF/NANAKEE kD - A FEEOR
received the first tranche at fair value of approximately HK$9,846,000 9,846,000 & T °

on 6 June 2019.

KK XfegRER2a |3 —2-hshmsgs



Condensed Consolidated Statement of Changes in Equity
HHGREERE IR

For the six months ended 30 June 2019

E_E—NFNA=FHIEMEA

Non-
controlling Total
Attributable to equity shareholders of the Company interests equity
BENEDRRERR FERES BRAT
Investment  Employee
Share Share  revaluation compensation Merger  Contributed  Accumulated
capital premium reserve reserve reserve surplus loss Total
R REE REEfRE ESRRERE AftaE BB ZitER G
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS$'000
TER TEn TR TEn TEn TER TEn TEn TER TEn
Balance at 1 January 2019 R=5—nE-A-A
(Audited) L (0E) 89,323 162,310 1,856 1,991 (43,897) 95,402 (11321) 193,714 (21,821) 171893
Lapsed of share options FIRERH - - - (1,991) - - 1,991 - - -
Disposal of subsidiaries HENBAR - - - - - - - - LY 1347
Transactions with owners BEEAZRA - - - (1,991) - - 1,991 - U347 434
Loss for the period THEEE - - - - - - (18,102) (18,102) (2.526) (20,628)
Other comprehensive income: S 2K :
Fair value loss on equity instruments AT EREFAZZE
at fair value through other Y BRI A
comprehensive income JATEEEE - - (5.2170) - - - - (5.270) - (5,270)
Total comprehensive income ~ AHE2ANRLE
for the period - - (5.270) - - - (18,102) (23312) (2,526) (25,8%)
Balance at 30 June 2019 RZB-7%xA=1A
(Unaudited) 28 (REEH) 89323 162,310 (3.414) - (43.897) 95400 (129.382) 17034 - 1038
Non-
controlling Total
Attributable to equity shareholders of the Company interests equity
BRRAATERRE ERER B
Investment Employee
Share Share  revaluation  compensation Merger  Contributed ~ Accumulated
capital pemum reseve reserve feserve surplus oss Tota
s RiaR REABMGRE ESRERE =] MAZH ZitER aif
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
TEL TEL THL TEL TEL THL TEL THL THL TEL
Balance at 1 January 2018 R=E-\§-R-A
(Audited) LB (EE) 74523 74130 6,734 1,991 (43,897) 95,402 (57,700) 151,183 (1,900) 149,283
Loss for the period THRER - - - - - - (35,832) (35,832) (6,429) (42,261)
Other comprehensive income: ~ Ef2MNE :
Realised loss on disposal HERATEESALM
of equity instruments at fair value ~ 2FREZBRT &
through other comprehensive 2B EREE
income ‘ - - (3.142) - - - 1,300 (1,842) - (1,842)
Fair value loss on equity instruments A FEE:F AZME2E
at fair value through other Y7 ERTA
comprehensive income LATEERE - - 2,315 - - - - (2,315 - (2,315)
Total comprehensive income ~ AHE2ANZEE
for the period - - (5457) - - - (34532) (39,989) (6,429) (46,418)
Balance at 30 June 2018 RZE-\§ R=TH
(Unaudited) LB (REER) 74523 74,130 1,277 1,991 (43,897) 95,402 (92,32) 111,194 (8329) 102,865

KK Culture Holdings Limited
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Notes to the Condensed Consolidated Financial Statements

AR S B R Rk M &

BASIS OF PREPARATION

The Group’s unaudited condensed consolidated financial
statements for the six months ended 30 June 2019 have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and with Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA").

The condensed consolidated financial statements have been
prepared under the historical cost convention, except for
equity instruments that are measured at fair values. The
condensed consolidated financial statements are unaudited
but have been reviewed by the Company’s audit committee.

PRINCIPAL ACCOUNTING POLICIES

The accounting policies used in preparing the condensed
consolidated financial statements are consistent with those
used in the annual financial statements for the year ended
31 December 2018 except for those that relate to new
standards or interpretations effective for the first time for
periods beginning on or after 1 January 2019. Save as
disclosed in the changes in accounting policies in note 3, the
application of other new and revised Hong Kong Financial
Reporting Standards (“HKFRS”) in the current period has no
material effect on the amounts reported and/or disclosures
set out in these unaudited condensed consolidated financial
statements.

The Group has not early adopted the new HKFRS that have
been issued but are not yet effective. The directors of the
Company are currently assessing the impact of these new
HKFRS but are not yet in a position to state whether they
would have material financial impact on the Group’s results of
operations and financial position.

A
AEBRHE—_FT-NFANA=THLENE
AZAREBZEREEVBERRIIRES
BBMERXZMBRARRESF EMARA £
MR MR ERRBEREREE
St Ag ([BASFMAS ) BM2E
AN FEEER]) 345 [F
MRS E | mARS -

S RBAR & B 7% 3% T 1% PR R 52 Ak AN 1B 91 4%
B HERTAKRAFEEFE - BBEK

FTESHEER
BREBER_-_ZT—NF—HA—-BRZEMARA
R ERER AL RN SRR
ARSI MEEAR AW HRRMER
RArzaitBREBE_T—/\F+_-A
St ALEFEZEFUBHRRAEBE
—H o BRI SR EBMEEEIN
RAREERAEMIET L REETEEY
BREEN(TEFEFHRE LD HA
AREZEAGRSMBEBRERABE ISR
/S RELEERTE

A B IR T RN E AR MR AR Z
T AR LA  AAANEER
EF RSB RE A2 Y
B MR EEE A R AR E 2
BRUERIBRNETELEANBRE -
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CHANGE IN HKFRSs

The HKICPA has issued a number of new or amended HKFRSs
that are first effective for the current accounting period of the
Group:

HKFRS 16, Leases
HK(IFRIC)-Int 23, Uncertainty over income tax
treatments

Amendments to HKFRS 9, Prepayment features with
negative compensation

Amendments to HKAS 19, Plan amendment,
curtailment or settlement

Amendments to HKAS 28, Long-term interests in
associates and joint venture

Annual Improvements to HKFRS 2015-2017 Cycle,
Amendments to HKFRS 3 Business Combinations,
HKAS 12 Income Taxes and HKAS 23 Borrowing Costs

The impact of the adoption of HKFRS 16 Leases have been
summarised in below. The other new or amended HKFRSs that
are effective from 1 January 2019 did not have any material
impact on the group’s accounting policies.

HKFRS 16 Leases ("HKFRS 16")

HKFRS 16 supersedes HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases-Incentives and HK(SIC)-Int 27
Evaluating the Substance of Transactions Involving the Legal
Form of a Lease. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of
leases and requires lessees to account for all leases under a
single on-balance sheet model.

KK Culture Holdings Limited
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Notes to the Condensed Consolidated Financial Statements

CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

Lessor accounting under HKFRS 16 is substantially unchanged
under HKAS 17. Lessors will continue to classify leases as
either operating or finance leases using similar principles as
in HKAS 17. Therefore, HKFRS 16 did not have an impact for
leases where the Group is the lessor.

The Group adopted HKFRS 16 using the modified retrospective
method of adoption with the date of initial application of
1 January 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initially applying
the standard recognised at the date of initial application.
The Group elected to use the transition practical expedient
allowing the standard to be applied only to contracts that
were previously identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 at the date of initial application. The Group also
elected to use the recognition exemptions for lease contracts
that, at the commencement date, have a lease term of 12
months or less and do not contain a purchase option (“short-
term leases”), and lease contracts for which the underlying
asset is of low value (“low-value assets”).

The effect of adoption HKFRS 16 as at 1 January 2019 (increase)
is as follows:

RS E P RRHEE

ERMEREERESE &)
EBISHEERNS 165 [ ((E8E
B EERE 165 ) (5

BEMBEREERNE16RABUSAEES
FHERIE 17 RABEANEHERE TR
HEABRECBETE G ERE 175
BUMRABHAESDBERREHELRE
ME - Bt - BEMBREEF 16571
AUAEEESEEANBEELRE -

AEBERRETERRAERANT A
BHREEREI6R  BRERAHLSZ
E-NE—-A—B - REWTZE ZBEE
AIEEENER  BRERZALRNR
ARERBERERBNMER AKEEE
ERBERTREN L - BZEEREE
AREMEERERBHERATEGE
AE17REELE(BRYBREZRELZE
2) REBEFIRERSEENEGD - HR
EHERARERAT —EAKEREA
rresRERR(EREE]) WEE
BHREREEREEBEEE([EEEER
EDWEEALN  AEETEEEMER
R o

RZZB-NF—A-BRNBTEFBERS
ZAFE 16T E (BT ¢

(Unaudited)
(REEFEZ)
HK$'000
T
Assets BE
Right-of-use assets FREEE 17,093
Liabilities =i
Lease liabilities HEaFE 17,093
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(a)

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of
property and equipment. Before the adoption of
HKFRS 16, the Group classified each of its leases (as
lessee) at the inception date as either a finance lease
or an operating lease. A lease was classified as a
finance lease if it transferred substantially all of the
risks and rewards incidental to ownership of the leased
asset to the Group; otherwise it was classified as an
operating lease. Finance leases were capitalised at the
commencement of the lease at the inception date fair
value of the leased property or, if lower, at the present
value of the minimum lease payments. Lease payments
were apportioned between interest (recognised as
finance costs) and reduction of the lease liability. In an
operating lease, the leased property was not capitalised
and the lease payments were recognised as rent
expense in profit or loss on a straight-line basis over
the lease term. Any prepaid rent and accrued rent were
recognised under prepayments and trade and other
payables, respectively. Upon adoption of HKFRS 16, the
Group applied a single recognition and measurement
approach for all leases, except for short-term
leases and leases of low-value assets. The standard
provides specific transition requirements and practical
expedients, which has been applied by the Group.

KK Culture Holdings Limited | &
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(a)

Nature of the effect of adoption of HKFRS 16
(Continued)

Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease
liabilities for those leases previously classified as
operating leases, except for short-term leases and
leases of low-value assets. The right-of-use assets for
most leases were recognised based on the carrying
amount as if the standard had always been applied,
apart from the use of incremental borrowing rate
at the date of initial application. In some leases, the
right-of-use assets were recognised based on the
amount equal to the lease liabilities, adjusted for any
related prepaid and accrued lease payments previously
recognised. Lease liabilities were recognised based on
the present value of the remaining lease payments,
discounted using the incremental borrowing rate at the
date of initial application.

The Group also applied the available practical
expedients wherein it:

- Used a single discount rate to a portfolio of
leases with reasonably similar characteristics

- Relied on its assessment of whether leases are
onerous immediately before the date of initial
application

- Applied the short-term leases exemptions to

leases with lease term that ends within 12
months at the date of initial application

Kk xiepgarad 19
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Notes to the Condensed Consolidated Financial Statements

BEiE

PR R MR

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(a)

Nature of the effect of adoption of HKFRS 16
(Continued)

Leases previously accounted for as operating leases
(Continued)

- Excluded the initial direct costs from the
measurement of the right-of-use asset at the
date of initial application

- Used hindsight in determining the lease term
where the contract contains options to extend
or terminate the lease

Based on the foregoing, as at 1 January 2019, right-
of-use assets and lease liabilities of HK$17,093,000
were recognised respectively and presented separately
in the unaudited condensed consolidated statement of
financial position.

Lease liabilities as at 1 January 2019 can be reconciled
to the operating lease commitments as of 31 December
2018 as follows:

BRI EERSE )
EBISHEERNS 165 [ ((E8E
B EERE 165 ) (5
(a) BAEEUBEREENE16HNY

Y (E)

SRS EHEARAHE (&)

- REIRFER B B 8E R
BER MR ERAA

- MENBESERIKLEAE
MEER AIRSRETHE
&M

BiEEXCA R —hF—

—B FHREEEREEASE
17,093,000 7 7T 7 7R 4% 25 1% 5 R 4%
EMBHRREF D RIRER - WEE
PR o

E-NF-A—BNHEERRE

HER—_FT—-\Ft+_A=1t—H
RETHEAIEHIRINT

(Unaudited)
(REeEZ)
HK$'000
FHT
Operating lease commitments R=Z-N\F+=HB=+—H
as at 31 December 2018 MRS HE AR 17,330
Weighted average incremental borrowing rate AM=—ZF—NF—H—H
as at 1 January 2019 BN T 3535 & fE KA 2R 4.33%
Discounted operating lease commitments RZZE—NE—H—H
at 1 January 2019 FYRLIR AL H B g 17,093
Lease liabilities as at 1 January 2019 R-Z-AE—A—HWHEARE 17,093
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(b)

Summary of new accounting policies

Set out below are the new accounting policies of the
Group upon adoption of HKFRS 16, which have been
applied from the date of initial application:

Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for
any remeasurement of lease liabilities. The cost of right-
of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease
payments made at or before the commencement date
less any lease incentives received. Unless the Group is
reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised
right-of-use assets are depreciated on a straight-
line basis over the shorter of its estimated useful life
and the lease term. Right-of-use assets are subject to
impairment.
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(b)

Summary of new accounting policies (Continued)
Lease liabilities

At the commencement date of the lease, the Group
recognises lease liabilities measured at the present
value of lease payments to be made over the lease
term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease
incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected
to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group
and payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the option
to terminate. The variable lease payments that do
not depend on an index or a rate are recognised as
expense in the period on which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a
change in the in-substance fixed lease payments or a
change in the assessment to purchase the underlying
asset.
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

3. CHANGE IN HKFRSs (Continued)
HKFRS 16, Leases (“HKFRS 16") (Continued)

(b)

Summary of new accounting policies (Continued)
Short-term leases and leases of low-value assets

The Group applies the short-term lease and lease of
low-value assets recognition exemption to its short-
term leases of office equipment (i.e., those leases
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase
option) and that are considered of low value (i.e.,
below HK$39,000). Lease payments on short-term
leases and leases of low-value assets are recognised as
expense on a straight-line basis over the lease term.

Significant judgement in determining the lease term of
contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any
periods covered by an option to extend the lease if it
is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is
reasonably certain not to be exercised.

The Group has the option, under some of its leases
to lease the assets for additional terms of three years.
The Group applies judgement in evaluating whether it
is reasonably certain to exercise the option to renew.
That is, it considers all relevant factors that create
an economic incentive for it to exercise the renewal.
After the commencement date, the Group reassesses
the lease term if there is a significant event or change
in circumstances that is within its control and affects
its ability to exercise (or not to exercise) the option to
renew (e.g., a change in business strategy).
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

3.

CHANGE IN HKFRSs (Continued) 3.
HKFRS 16, Leases (“HKFRS 16") (Continued)

(9]

Amounts recognised in the unaudited condensed
consolidated statement of financial position and
profit or loss

Set out below, are the carrying amounts of the
Group’s right-of-use assets and lease liabilities and the
movements during the period:

BRYBRE

XERISE (&)

EEMBREERE165E [HE ] ([HEH
BmEEAE 1655 ) (&)
RARBELBRERS HBEMRRRIE
HRERZEH

(9]

UTHINAEEEREEEREE
BEZREERANES

Lease
Right-of-use assets liabilities
ERAEEE HESE
Office Leased

equipment office Total

WARE HERLE ECH
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RgEZ) (REER) (REER)  (REER)
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHBT FHET
As at 1 January 2019 RZE—NF—HA—H 581 16,512 17,093 17,093
Depreciation e (66) (4,643) (4,709) =
Interest expenses FERE - - = 344
Payments (DE = - = (4,915)
As at 30 June 2019 RZZE—NFRA=TH 515 11,869 12,384 12,522
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4,

Notes to the Condensed Consolidated Financial Statements

CHANGE IN HKFRSs (Continued) 3.
HKFRS 16, Leases (“HKFRS 16") (Continued)

(c) Amounts recognised in the unaudited condensed
consolidated statement of financial position and
profit or loss (Continued)

Reconciliation to the condensed consolidated
statement of financial position:

RS E P RRHEE

ERMEREERESE &)
EBISHEERNS 165 [ ((E8E
B EERE 165 ) (5

(0 RAREREARSUBRRRE
BREAZEHR(E)

ERRERE MR R AR

Lease
Right-of-use assets liabilities
EREEE HEaE
Office Leased
equipment office Total
WARE HERLAE st
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(CR&#EZ) CREFEZ)  CREFZ)  CREER)
HK$'000 HK$'000 HK$'000 HK$'000
FAT T FAT FAT
Non-current JEBNER 515 11,869 12,384 3,530
Current BNER - = - 8,992
515 11,869 12,384 12,522
The Group recognised rental expenses from leases BE-Z-NFAA=ZTHIEAE
of low-value assets of HK$44,000 for the six months R AEEBEERRAEKEEEENE
ended 30 June 2019. 2 &R 44,0008 7T °
USE OF JUDGEMENTS AND ESTIMATES 4. ERFERAMLET

In preparing this unaudited condensed consolidated interim
financial statements, the significant judgements made by the
management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were the same as
those that applied to 2018 annual financial statements, except
for new significant judgements and key sources of estimation
uncertainty related to the application of HKFRS 16 as described
in note 3 and the fair value of contingent consideration
receivables.

KK ILZRER AR
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Notes to the Condensed Consolidated Financial Statements

CE SR B

5. SEGMENT INFORMATION

The executive director has identified the Group’s two service
lines as operating segments: advertising and property
investment. These operating segments are monitored and
strategic decisions are made on the basis of adjusted segment

7 EBE R
WITEZCEDASEMERBE R SE
B BERMERE - WELENE
DIRBERAESFLEEXREMERL R
B RBORTE ©

operating results.

Advertising Property investment Total
RE NERE At
Six months ended 30 June Six months ended 30 June Six months ended 30 June
BZEAA=TALAER BZ~A=THLAER HERAZTALAER
2019 2018 2019 2018 2019 2018
“EAE | ZF\E 0 ZEAF | SRR SEAAF | SRR
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REEER) (REER) (REEER) (REER) (REER)
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
THER THL TR THL THET TAL
Revenue Wi
- External sales - BOMHE 34,859 38,139 161 265 35,020 38,404
Reportable segment  AIZHAPES
results (7,636) (22,244) 1,068 22 (6,568) (22,222)
30 June 31 December 30 June 31 December 30 June 31 December
2019 2018 2019 2018 2019 2018
ZE-hF e Stz ZE-hEF “ZN\F ZE-nf it
AAZtTR | +ZA=1-H AAZtTR | +ZA=1—H ~BZ+H  +ZA=f-H
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
(REER) (&%) (REER) (&%) (REER) (&&%)
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TERL TAT TERL TAT TER TAT
Reportable segment ~ A2HAHEE
assets 40,137 88,570 10,387 17,890 50,524 106,460
Reportable segment  AZ2HAHEE
liabilities 13,033 70,086 426 494 13,459 70,580

KK Culture Holdings Limited
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

SEGMENT INFORMATION (Continued) 5. oEER @)

The totals presented for the Group’s operating segments MAEEZED 27 2 FIBASER
reconcile to the Group’s key financial figures as presented in KEZERGREVMBERER 2N 2 AEE
the unaudited condensed consolidated financial statements as LI ER 2 HERANT -

follows:

Six months ended 30 June

BESNA=+THILEAEAR

2019 2018
—E-NF —ET-N\F
(Unaudited) (Unaudited)
(REEZR) (REFEZ)
HK$'000 HK$'000
FET T
Reportable segment revenue  A] 25 2hUkas (& %5E)

(Turnover) 35,020 38,404
Group revenue EEEs 35,020 38,404
Reportable segment results A E2/D IS (6,568) (22,222)
Unallocated corporate income A&7 B ZEUWA 2,910 197
Unallocated corporate expenses &7 Bl % (16,171) (18,367)
Finance costs 975 & (171) (1,250)
Loss before income tax MRS LR Es 1A (20,000) (41,642)
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Notes to the Condensed Consolidated Financial Statements

CE SR B

5. 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.

Advertising
EE
Six months ended 30 June
B2AB=THIEAEA
2019 2018
“E-NE —E-N\F
(Unaudited) (Unaudited)
(REBER) (REER)

5. S%I&ER#E)

RTR BERITEMETS T2EmMm
KRS R FA RS R & D o TR

IR A 0 ¥y Wk B2
BE o

Property investment
NERE
Six months ended 30 June
BEXB=tHIAERA
2019 2018
ZE-hE “EN\F
(Unaudited) (Unaudited)
(REER) (REEER)

AEBRIZHRD B2 H

Total
ait
Six months ended 30 June
HEAAZTRLEAER

2019 2018
“E-NE —EN\E
(Unaudited) (Unaudited)
(REER) (REER)

HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
TEL TAT TARL TAT TAL TAT
Primary geographical FEEm
market
Hong Kong BE 30,823 33,210 161 265 30,984 33,475
PRC i 4,036 4,929 - - 4,036 4,929
34,859 38,139 161 265 35,020 38,404
Major products/services TEER,/RK
Provision of advertising  JRELE&RE :
service:
- Recruitment - 30,823 33210 - - 30,823 33210
~ Train media - B 4,036 4,929 - - 4,036 4,929
34,859 38,139 - - 34,859 38,139
Property rentals ESiikq - - 161 265 161 265
34,859 38,139 161 265 35,020 38,404
Timing of revenue hERR R
recognition
Transferred over time £ — BB R 34,859 38,139 161 265 35,020 38,404
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

6. FINANCE COSTS

MBER

Six months ended 30 June
BEZAA=1THIAEA

2019 2018
—E-NF —T-N\F
(Unaudited) (Unaudited)
(REEER) (RgeEZ)
HK$'000 HK$'000
FEx FAET
Interest charges on RITEE 2 MEZH -
bank borrowings, which BB EERESER
contain a repayment on ZIER (BN T ERNBEER)
demand clause,
wholly repayable
within twenty years - 65
Interest charges on HAEE 2B H
other borrowings, which (ER—ERNEBHEE)
wholly repayable
within one year 346 312
Imputed interest expenses HEAEEE ZAAFERAX
arising from lease liabilities 344 -
Imputed interest expenses e B EA 2 (AT A B A
arising from license
right fees payables 612 873
1,302 1,250
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

7. LOSS BEFORE INCOME TAX 7. BRFAEHRAIEE
Loss before income tax has been arrived at after charging/ BRETSFAIBIEEING, (GEA) THISE -
(crediting):

Six months ended 30 June
BEZA~A=1THI~EA

2019 2018
—E-hEF —E-N\F
(Unaudited) (Unaudited)
(REEER) (RieEZ)
HK$°000 HK$’000
FHER FHIT
Amortisation of other H AT &
intangible assets 7,607 31,837
Depreciation arising FEREEEZITE
from right-of-use assets 4,709 -
Depreciation arising M s R
from property, MIRBEMEZITE
plant and equipment and
investment properties 418 969
Employee benefit expense EERAFAX 18,430 14,771
Minimum lease payments paid A& 7178 E Z &4
under operating leases Fifi B &
in respect of
— Rented premises and - HEMEREERE
production facilities - 4,830
— Internet access line - B ELRR 44 70
Net foreign exchange loss b 1R F R 857 626
Interest income A EHA (364) (166)
Loss on disposal of subsidiaries i &RiEB A &) &8 8,533 =
Gain on disposal of HE IR EY % 2 W
an investment property (1,398) (426)
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Notes to the Condensed Consolidated Financial Statements

INCOME TAX EXPENSE

The amount of income tax charge to the unaudited
condensed consolidated statement of profit and loss and other
comprehensive income represents:

RS E P RRHEE

FriSBim=<
EREEREREAER R A2 AR
RRHAZFTGHAL S

Six months ended 30 June

BEAA=+tHLEAEA

2019 2018
—E-hE —E-)N\F
(Unaudited) (Unaudited)
(RIEER) (RE&EZ)
HK$'000 HK$'000
FEx FHIT
Hong Kong profits tax BBNEH
Current period AN HA 628 619
Income tax expense FriS iR > 628 619

On 21 March 2018, Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill")
which introduces the two-tiered profits tax rates regime. The
Bill was effective on 28 March 2018. The two-tiered profits
tax rates regime, the first HK$2 million of profits of qualifying
corporations will be taxed at 8.25%, and profits above HK$2
million will be taxed at 16.5%. The profits of group entities in
Hong Kong that are not qualifying for the two-tiered profits
tax rates regime will continue to be taxed at a flat rate of
16.5%.

Accordingly, starting from 1 January 2019, Hong Kong
profits tax is levied at 8.25% on the first HK$2 million of the
estimated assessable profits and at 16.5% on those above
HK$2 million on a qualified entity applied two-tiered profit tax
rate regime.

KK xfezgarad 3
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Notes to the Condensed Consolidated Financial Statements

CE SR B

9. LOSS PER SHARE 9.

The calculation of the basic loss per share attributable to the
equity shareholders of the Company is based on the following
data:

BRERE

AprERBEREESRERNBRIRE

ATEIEAE

Six months ended 30 June
BZEASA=1THIEAREA

2019 2018
—B-nE —F-N\F
(Unaudited) (Unaudited)
(REBEZ) (RgeEZ)
HK$'000 HK$'000
FHERT FHET
Loss for the period attributable ZNA Rl#Ezs AR SR FE(h 2 AN HAfE 548
to the equity shareholders
of the Company (18,102) (35,832)
Number of shares
RGEE
2019 2018
—E-NF —E)N\EF
‘000 ‘000
TR T A%
Weighted average number ARGt E BIREREE
of ordinary shares for the 2 AR I T 8L
purposes of basic loss
per share 446,614 372,614

For the six months ended 30 June 2019 and 2018, dilutive loss
per share is the same as basic loss per share as the impact of
the exercise of share options was anti-dilutive.

KK Culture Holdings Limited (37

BHE_T-NFR-_Z-N\FXA=1H
EARER ARITEEREAREEY
& wEREEERESRENERER -

Interim Report 2019



10.

11.

Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

PROPERTY, PLANT AND EQUIPMENT AND

INVESTMENT PROPERTIES

10. ¥%  BERRBURKRENE

The movement during the period are: RANEAR 2 &R
Property,
plant and Investment
equipment properties Total
N BERRE REWF At
HK$'000 HK$'000 HK$'000
FAT FAT FHTT
Net book amount as at RZZE—-hF—HA—H
1 January 2019 (Audited) ZEREFE (KER) 6,387 9,631 16,018
Disposals A= = (9,498) (9,498)
Depreciation e (285) (133) (418)
Net book amount as at RZE—NFAA=1H
30 June 2019 (Unaudited) ZEREHE CREEER) 6,102 - 6,102

OTHER INTANGIBLE ASSETS

11. HfE

FEE

Advertising agency
license rights

BEERERSTE
HK$'000
TET

At 1 January 2019 RZE—NE—H—H
Cost (DN 194,899
Accumulated amortisation EGE $i (172,050)
Net carrying amount (Audited) BREFE (REFR) 22,849
Opening net carrying amount HA Y AR T FHE 22,849
Disposal of subsidiaries HEMBAT (15,242)
Amortisation i3] (7,607)
Closing net carrying amount (Unaudited) HRBRENRE (R EX) =

At 30 June 2019 RZE—NFERA=1H

Cost DN -
Accumulated amortisation RETEESE _
Net carrying amount (Unaudited) BREDFHE (RRER) -

KK XALIZRERA 7
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

12.

TRADE AND OTHER RECEIVABLES AND

DEPOSITS

The Group allows a credit period from 7 days to 120 days (31
December 2018: 7 days to 120 days) to its trade customers.

Aging analysis of trade receivables as at 30 June 2019, based

on invoice date and net of provisions, is as follows:

12. ESRHMEBEVREANRFS

AEBRTFTEESEFIREINI0AR(ZE
—NEFE+ZA=+—B:7XE120K) 2

e -

RZZE-—NFARA=THZEZEEHE
BEZ A RRBERZREDTOT

30 June 31 December

2019 2018

—E-hEF —E—)N\F

ARA=tH | +tZA=1t—H

(Unaudited) (Audited)

(REBER) (F&EZ)

HK$'000 HK$’000

FEx FAT

0 — 30 days 0E 30K 7,603 6,502
31 - 60 days 31 260K 63 304
61— 90 days 61 290K 23 90
91 - 120 days 91E 120K 7 9
121 - 150 days 121 2 150K - -
Over 150 days i@ 150 K 1 4,995
Total trade receivables B 5N IA AR 7,697 11,900
Other receivables and deposits LAt E U IE I ¢ 14,169 43,665
21,866 55,565

KK Culture Holdings Limited
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13.

14.

15.

Notes to the Condensed Consolidated Financial Statements

SHARE CAPITAL

AR S M MR M A

13. RB=&

No of shares

RoEE
‘000 HK$'000
F B FHET
Authorised: JERE
Ordinary shares of HK$0.20 each &A% EI(E 0.20 8 7T.2 EiBA%
At 1 January 2019 and RZE—NFE—H—H
30 June 2019 R=ZF—NFA=+H 5,000,000 1,000,000
Issued and fully paid: BEITRERE
At 1 January 2019 and R=Z-—NF—H—H
30 June 2019 kR=—Z—h&EXA=1+H 446,614 89,323
DIVIDENDS 14. KRE

No interim dividend was declared in respect of the six months
ended 30 June 2019 and 2018.

CAPITAL COMMITMENTS

As at 30 June 2019, there were no capital commitment
contracted but not provided for in respect of the acquisition of
property, plant and equipment (31 December 2018: Nil).

BE_Z-NFER-_ZT-N\FXA=1H
LENE A EE R RS

15. BEARRIE
RZZE—NERNA=1+8 AKNEEWE5
WY - HE RS EHE B BRI B RE
ERNEAERE(ZZE—N\F+A=+—
BH:&)-
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

16. RELATED PARTY TRANSACTIONS 16. BEREEALRS
a) Related party transaction a) BHREALRS
Transactions between the Company and its subsidiaries, ARG EBARABEHREALTZ
which are related parties of the Company, have been MBARZXZEREKEERE R
eliminated on consolidation and are not disclosed in i BWERAMZFAREE - A
this note. Details of significant transactions between SEEHEMEAEATREBEE-T
the Group and other related parties for the six months —NEASA=THIAEAETZ
ended 30 June 2019 are disclosed as follows: HMEARZFIBHRBLT :

Six months ended 30 June
BEZAA=1THIEAEAR

2019 2018

—EB-NE —E-)N\F

(Unaudited) (Unaudited)

(REBEZ) (REeEZ)

HK$'000 HK$’000

FTHERT T

Licenses fee income B —HEBER T T EERA

received from

a related company 2,750 -
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Notes to the Condensed Consolidated Financial Statements

16. RELATED PARTY TRANSACTIONS (Continued)

a)

Related party transaction (Continued)

On 24 January 2019, the Company entered into a
licensing agreement (the "Licence Agreement") with
Kingkey Enterprise Hong Kong Limited (”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, Office 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). As Kingkey Enterprise
is wholly-owned by Mr. Chen Jiarong, the associate
of a 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. The above
related party transactions also constitute a connected
transaction for the Company under Chapter 14A of the
Listing Rule.

KK XfegRER23 3/
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

16.

17.

RELATED PARTY TRANSACTIONS (Continued)
b) Compensation of key management personnel

The directors of the Company were considered to
be key management personnel of the Group. The
remuneration of key management personnel is
determined by the remuneration committee having
regard to the performance of individuals and market
trends.

16. BRAEATRF #)

b) FTEEEASHE

ARAREFRAKEETRZERA
B TZ2EEASZMET)h
ZEERERMERALZRART
SBBRETE -

Six months ended 30 June
BEZAA=1THIEAEAR

2019 2018
—E-hEF —E-N\F
(Unaudited) (Unaudited)
(REBEZR) (REEHFZ)
HK$’'000 HK$’000
FHET FTT
Short-term employee (2 HA{E B1&F
benefits 1,137 1,157
DISPOSAL OF SUBSIDIARIES 17. HEMEBAT

On 6 June 2019, the Group disposed its entire interests in
Fullmoon Global Limited and its subsidiaries (the “Disposal
Group”) which is engaged in provision of advertising
services to an independent third party at the consideration
of HK$34,750,000 which shall be satisfied by the allotment
and issue of the shares in three tranches at the issue price
of HK$0.2 per share of the purchaser to the Group or its
designated nominees in accordance with the terms and
conditions of the sales and disposal agreement.

KK Culture Holdings Limited (38
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17.

Notes to the Condensed Consolidated Financial Statements
& B4R & B 15 3R 3R MY &F

DISPOSAL OF SUBSIDIARIES (Continued)

The Group received the first tranche consideration at fair value
of approximately HK$9,846,000 on 6 June 2019. The second
and third tranche consideration were regarded as contingent
assets as at 30 June 2019 as the likelihood of the extensions
of the related contracts is not certain. This will be re-assessed
in the next few months when the 2019 annual financial

statements are prepared.

Net assets of the Disposal Group at the date of disposal are as

follows:

17. HEMBLR &)
AEBA T AERANBKREE—#
RE - RFEE%9,846,000/ 7T ° B
RELFEEHBEANTERMA LN - £
RE=HRER-_E—AE~SA=+BHK
EASREE - EARKEA  ERHE_-T
—hEEEPHRERE - BLAEBE

HAPAE -

HESENHERRNEEFERT

HK$’000
FAT
(Unaudited)
(REg&EZ)
Other intangible assets Hivfm & E 15,242
Trade receivables 2 Z WA 5,094
Other receivables and deposits HAbEUGRIA KR ¢ 24,080
Bank and cash balance HRTT IR B AR 107
Other payables H b pE (5K (1,528)
Amounts due to non-controlling interests FET FEPE AR M 2 IR (12,563)
Licenses rights fee payables eI S (27,600)
Bank borrowings RITIERK (8,800)
Shareholders’ loan fRERE R (99,165)
(105,133)
Non-controlling interests FEPEAR 24,347
Assignment of shareholders’ loan R ERER 99,165
Loss on disposal of subsidiaries HEME AR ZEE (8,533)
Consideration RE 9,846
Consideration consistent of: REBE :
Issuance of shares BITIR G 9,846
Net cash outflow arising from the disposal: B & E A RER &t HFE
Cash and bank balances disposed of BEHERE MIRTTASH (107)
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Notes to the Condensed Consolidated Financial Statements
& B4R & B 75 3R 3R MY & F

18. CONTINGENT LIABILITIES 18. HAEME
As at 30 June 2019, the Group had no significant contingent R=ZE—NFA=Z1+H AEETES
liabilities (31 December 2018: Nil). RFARBBE(ZE—N\F+_A=+—8":
") .
19. EVENT AFTER REPORTING DATE 19. HHEHRSBE
This is no material subsequent event undertaken by the KRR AEBR =T —NFAA=1H
Company or by the Group after 30 June 2019. B EFEFMWEAELKLER -
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DIRECTORS' AND CHIEF EXECUTIVES' INTERESTS
IN SECURITIES

As at 30 June 2019, 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 of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO")) as recorded in the register required
to be kept under Section 352 of the SFO or 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 in Appendix 10 of the Listing Rules (the
"Model Code"), were as follows:

Long Position in the shares of the Company

Other Disclosures

HbiR &

EERBSITHRAERE S 2 &R

RZZ-NFRA=TH  ARAEERZSTH
/\EE’\\$AT‘JZEEH$H BEE (TR RESF LB
B0 (TR REHERD )% XVER ) 2k - 1
BRI S EREE T HEARERE S LG GPISE 352
FATHFEZERMACHRIERIIXR - JRE
ETRAIM SR EMEITAERETER I HHR
FETRI(BRETR D AMEARAREBBHAR
SIFERAT ([HPT]) 2 m AR

RARBRG ZHAE

Approximate
Percentage in
the Issued
Share Capital of

Name Nature of Interest Number of Shares the Company
HARARESRIT

®E ERME BAEE BERZBAEDL

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

PFREE EmEA A

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

REERL BEmlBA
Long position in underlying shares or equity derivatives
of the Company

As at 30 June 2019, 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.
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Other Disclosures
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SHARE OPTIONS

The Company has adopted a share option scheme approved by
a resolution passed by the shareholders of the Company on 29
December 2015, under which it may grant options to directors,
employees, any advisors and service providers of any member of the
Group to subscribe for shares in the Company.

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 30 June 2019, no share options were outstanding. During the
period, 2,830,000 share options were lapsed.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, so far as was known to the directors and chief
executive of the Company the following persons (other than a
director or chief executive of the Company) had or were deemed to
have, interests or short positions in the shares or underlying shares
of the Company being 5% or more in the issued share capital of
the Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO:
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Long position in shares of the Company

Other Disclosures

RAERBRG 2HA

Htt i %

Approximate
Percentage to
the Issued
Share Capital of

Name Nature of Interest Number of Shares the Company
DTS RT

=L ERME RHOEE RAEZBAE DL

Upsky Global Limited (Note 1) Beneficial owner 95,037,657 21.28%

SRIRFABR AR (FIEET) BEREAA

Champion Ease Group Limited (Note 2) Beneficial owner 74,000,000 16.57%

HirEBAR AR (FiFE2) BEREAA

Polaris Investment Management Beneficial owner 50,248,828 11.25%

Limited (Note 3) (Fif5E 3) BEmfBA
Notes:
1. Upsky Global Limited is wholly and beneficially owned by Mr. Chen
Jiajun.
2. Champion Ease Group Limited is interested as to 50% by each of Ms.
Zhan Meiging and Mr. Liu Guoliang.
3. Polaris Investment Management Limited is wholly and beneficially

owned by Mr. Liu Gary Wei.

Save as disclosed above, as at 30 June 2019, the Company had not
been notified of any other person (other than a director or chief
executive of the Company) who had an interest or short position in
the shares, underlying shares or debentures of the Company and
was required to be recorded in the register required to be kept by the
Company under Section 336 of the SFO.
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CONTINUING CONNECTED TRANSACTIONS

On 24 January 2019, the Company entered into a licensing agreement
(the “Licence Agreement”) with Kingkey Enterprise Hong Kong
Limited (“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, Office 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 of the
Company as a whole.

As Kingkey Enterprise is wholly-owned by Mr. Chen Jiarong, the
associate of a 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 then highest applicable percentage ratio calculated under
the Listing Rules in respect of the proposed annual cap under the
Licence Agreement was more than 5% but less than 25% and the
proposed annual cap was 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.

KK Culture Holdings Limited
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Save as disclosed above, during the period ended 30 June 2019, 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.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the six months ended 30 June 2019, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any of the
Company’s shares.

CODE ON CORPORATE GOVERNANCE
PRACTICES

In the opinion of the Board, the Company has complied with the code
provisions set out in the Corporate Governance Code and Corporate
Governance Report (the “Code Provision”) contained in Appendix 14
of the Listing Rules throughout the six months ended 30 June 2019.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code 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 set out in the Model Code
regarding securities transactions by the directors throughout the six
months ended 30 June 2019.

EMPLOYEES AND EMOLUMENT POLICY

As at 30 June 2019, the Group had 53 full-time employees (30 June
2018: 54). 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 employee benefits include provident fund,
insurance and medical cover. Share options was granted to certain
full-time employees and directors pursuant to the Company’s share
option scheme.
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Other Disclosures
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AUDIT COMMITTEE

The audit committee has four members comprising one Non-executive
Director, Mr. Yiu Yu Cheung and three independent Non-executive
Directors, namely, Mr. Chan Chiu Hung, Alex (Chairman), Mr. William
Keith Jacobsen and Dr. Leung Ka Kit, with terms of reference in
compliance with the Listing Rules. The audit committee review the
Group’s financial reporting, internal controls and make relevant
recommendations to the Board.

The audit committee have reviewed the Company’s interim report for
the six months ended 30 June 2019 and are in the opinion that report
has complied with the applicable accounting standards and adequate
disclosures have been made.

By Order of the Board
KK Culture Holdings Limited
Tsang Hing Bun
Executive Director

Hong Kong, 29 August 2019
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BOARD OF DIRECTORS

Executive Director

Mr. Tsang Hing Bun

Non-Executive Director

Mr. Yiu Yu Cheung

Independent Non-Executive Directors

Dr. Leung Ka Kit
Mr. William Keith Jacobsen
Mr. Chan Chiu Hung, Alex

COMPANY SECRETARY
Mr. Tsang Hing Bun CPA, ACIS, ACS, FRM

AUTHORISED REPRESENTATIVES

Mr. Tsang Hing Bun
Mr. Yiu Yu Cheung

AUDIT COMMITTEE

Mr. Chan Chiu Hung, Alex (Chairman)
Mr. William Keith Jacobsen

Dr. Leung Ka Kit

Mr. Yiu Yu Cheung

REMUNERATION COMMITTEE

Mr. William Keith Jacobsen (Chairman)
Dr. Leung Ka Kit

Mr. Chan Chiu Hung, Alex

Mr. Yiu Yu Cheung

NOMINATION COMMITTEE

Mr. Chan Chiu Hung, Alex (Chairman)
Dr. Leung Ka Kit

Mr. William Keith Jacobsen

Mr. Yiu Yu Cheung

WEBSITE

www.kk-culture.com
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Corporate Information
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AUDITOR

BDO Limited

Certified Public Accountants
25th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

LEGAL ADVISER

Edward Lau, Wong & Lou
9/F, LHT Tower

31 Queen's Road Central
Central, Hong Kong

PRINCIPAL BANKER

Industrial and Commercial Bank of China (Asia) Limited
33/F, ICBC Tower, 3 Garden Road,
Central, Hong Kong

SHARE REGISTRARS AND TRANSFER OFFICES

Principal Registrar

MUFG Fund Services (Bermuda) Limited
4th Floor North Cedar House

414 Cedar Avenue

Hamilton HM 12

Bermuda

Hong Kong Branch Registrar

Tricor Investor Services Limited
Level 54, Hopewell Centre
183 Queen's Road East

Hong Kong

REGISTERED OFFICE

Clarendon House
2 Church Street

Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

44/F, Officer Tower, Convention Plaza
1 Harbour Road, Wan Chai,
Hong Kong

STOCK CODE
550
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