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The board of directors (the “Director(s)”) (the “Board”) of
Universe Entertainment and Culture Group Company Limited
(the “Company"”) announces the unaudited condensed
consolidated balance sheet as at 31st December 2019
and the unaudited condensed consolidated statement of
comprehensive income, the unaudited condensed consolidated
statement of changes in equity and the unaudited condensed
consolidated statement of cash flows of the Company and
its subsidiaries (collectively, the “Group”) for the six months
ended 31st December 2019 (the “Period”) as follows:

UNAUDITED CONDENSED
CONSOLIDATED BALANCE SHEET

ETREVLEBERARDNTARAN2ES
(BFx)g(EFg )RR REMBA
AR AEE)R_E—AhF+_A=+—
BZARELEASREGEERAERUNESR
—E-AE+ZA=+—RLEXNBEATEEH
B2 REEZERESEERER - REHE
ZERFEEREIRIREERERES
RemnsxRwT :

AREERERGES
EERER

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBERZ REZ
R-E—IF R-ZE—hE
+=A=+—H ~AZ=+H
Note HK$'000 HK$'000
By &E FET FET
(Note)
(M%)
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment VI - I RS 6 5,574 4,649
Right-of-use asset FREEE 6 20,521 =
Investment properties "EYE 6 31,460 31,460
Other intangible assets HhEpEE 6 2,314 2,387
Film rights and films in progress BERERRER 2
B 6 231,950 235,304
Interests in associates REEE R A 2 % 7(a) = 1,085
Loans receivable EUER 12 1,461 L
Loan to an associate BT —HEBERFZ
B - 4,288
Film related deposits B EBE S 64,106 74,426
Deposits paid =N 1,971 1,596
Deferred tax assets EERIAE B 281 341
Other financial assets EhamEE 9 13,516 9,574
373,154 365,110

...........................................
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UNAUDITED CONDENSED RMEERERFEE
CONSOLIDATED BALANCE SHEET EEEER®
(Continued)
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBERZ REZ
R-E—1F RZZ—NF
+-A=+-A8 AB=+H
Note HK$'000 HK$'000
BT &E TET FHT
(Note)
(F13E)
Current assets hRBEE
Inventories T8 11,885 9,217
Accounts receivable U AR TR 10 85,266 11,161
Loans receivable U ER 12 43,822 61,630
Amount due from an associate Uk — R & A B 508 7(b) 239 =
Deposits paid, prepayments BEfETE - BRFER
and other receivables Hofth & WU RIR 39,582 87,501
Trading securities RG4EFES 13 8,691 8,691
Contingent consideration e S ARAE
receivable 8 - B
Tax recoverable B ELE 2,242 2,242
Tax certificate et - 45
Bank balances and cash RITHEHRLBR S
- trust accounts -ERERP 14 782 869
Cash and cash equivalents RekReFED 184,394 178,228
_Totalcurrentassets . RBEERE ... . 359,584
Total assets HEE 750,057 724,694
EQUITY R
Equity attributable to ARNREE AEGER
the owners of the Company
Share capital %N 16 9,066 9,066
Share premium R mE 35,013 35,013
Other reserves HAh#E 18 546,629 546,467
Accumulated losses ZETEE (165,414) (209,315)
425,294 381,231
Non-controlling interests FEE R (632) (297)
Total equity R 424,662 380,934

.......................................................................................................
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UNAUDITED CONDENSED RBEZERGS
CONSOLIDATED BALANCE SHEET BEESER®

(Continued)
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBERZ IBRIZ
R-ZE-—hEF RZZE—NF
+=ZHA=+—H NA=1H
Note HK$'000 HK$'000
BisE FTHERx FHET
(Note)
(H13E)
LIABILITIES &
Non-current liabilities FRBEE
Lease liabilities HEaRE 8,783 3
Deferred tax liabilities BEEHIBRE 89 90
AT R s %, SN R W et | UGG 9
Current liabilities nEBEE
Accounts payable FARESA 20 18,421 10,821
Amount due to an associate e — B & A R FUA 7(b) = 2,725
Other payables and Hfth (3B R AT S
accrued charges 115,547 74,610
Contingent consideration payable e ARE 21 20,400 20,400
Contract liabilities AHEE 127,291 193,454
Deposits received BET 16,451 34,923
Lease liabilities HEBE 11,982 7
Taxation payable FEAHIA 6,431 6,730
. Total current liabilities =~ REREER 316523 ... 343,670
~Jpotalliabilities -~ S I e e T s . 343,760
Total equity and liabilities HERREE 750,057 724,694
Net current assets REBEEFE 60,380 15,914
Total assets less current BEERRBEE
liabilities 433,534 381,024
S e -

The Group has initially applied HKFRS 16 at 1st July 2019 using the  A&EER=—Z—HFE+L B — BUAKER] 2 B ET
modified retrospective approach. Under this approach, comparative FREAEESVGHMEERE 165 c BRIFUL HE - I
information is not restated. See note 3. EEHILLRER - RIS -

The notes on pages 13 to 62 form an integral part of this  #HNE13EH E62 8 7 M it ARk &= 4% 58

unaudited condensed consolidated interim financial information. 4= A& R HABF B R 2 — 25 o

EFREXLCEBER LA
—E-NISEFERHRE



06

UNAUDITED CONDENSED
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

PSS ALy
EHEKER

Unaudited
RIBERZ

For the six months ended

31st December

BE+t-A=1t—-RHLAEA

2019 2018
—E-hE —T-N\F
Note HK$'000 HK$'000
By 5 TR FET
(Note)
(F13E)
CONTINUING OPERATIONS REREXEY
Revenue =
Sales of goods - video HEEMm - HREET
distribution, optical products RERE fm MBS Em
and watches products 24,915 17,352
Income on film distribution BRI TR -
and exhibition, licensing R REXEFRE
and sub-licensing of film rights WA 191,934 3,710
Income from other businesses Hth ZEHEWA 7,404 7,209
Total revenue RV G 5 224,253 28,271
Cost of revenue U 28 AR
Cost of inventories sold BEEFERA (16,234) (10,269)
Related cost on film distribution BREIT R
and exhibition, licensing and R RERBEHRE
sub-licensing of film rights FREEA A (106,712) (3,595)
Cost from other businesses H fth ZEHPK AR (3,257) (345)
Total cost of revenue Wras Bk A (126,203) (14,209)
Selling expenses HEER (6,133) (5,446)
Administrative expenses THEAR (43,517) (35,034)
Change in expected credit loss BHEEBIEEZD (15,444) (1,828)
Amortisation of other intangible Hih 8
assets 6 (73) (74)
Other gains/(losses) — net Hihzs,/(B1E) - 38 7,445 (3,228)
Other income Hl A 484 5,321
Gains/(losses): Wi/ (&8 :
Fair value change R5MFSH 2 NFE
on trading securities i - (2,777)
Fair value change on other BABBERRATEARZ
financial assets at fair value HemEEL
through profit or loss NEES 2,600 (17,347)
Finance income BRI 472 1,546
Finance costs B IREN 22 (273) =
Share of losses of associates FE(hE & AR 2 BB (1,085) (499)
Profit/(loss) before tax BRBADRR (F8) 23 42,526 (45,304)
Income tax credit/(expense) FrigfiiEe,/ (Fx) 24 105 (935)
Profit/(loss) for the Period from  REFELEXK 2
continuing operations HRER (B8) 42,631 (46,239)

Universe Entertainment and Culture Group Company Limited

Interim Report 2019/20



UNAUDITED CONDENSED
CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME (continued)

REEZEPGZS
2HWER®

Unaudited
RBER
For the six months ended
31st December

BE+=-H=1t—HILAEA

2019 2018
—ZE-hF —ET-NF
Note HK$’000 HK$'000
BT =E FTET FET
(Note)
(&%)
DISCONTINUED OPERATION DRIEREEK
Profit/(loss) for the Period from RECKRIECEER 2
discontinued operation BREH, (EE) 26 935 (3,418)
Profit/(loss) for the Period HRER (&8) 43,566 (49,657)
Other comprehensive income: Hih2HEUE
Items that may be reclassified to HEM A EEERCHE
profit or loss:
Currency translation differences ERpE = 162 65
Other comprehensive income for HREMm2EKE -
e e e L T e e i S e oo
Total comprehensive income/(loss) BRI 2 E W,/ (K518)
for the Period e 43,728 (49,592)
Profit/(loss) attributable to RATEE AEEETR
owners of the Company: (E518) -
- from continuing operations - REFELCEEY 42,966 (46,150)
~ from discontinued operation - REERIEEEER 935 (3,418)
Profit/(loss) for the Period attributable 787 B1% A A JE(LEA
to owners of the Company i Fl/ (E18) 43,901 (49,568)
Loss attributable to FEREZEGER
non-controlling interests:
- from continuing operations - RERFECEER (335) (89)
— from discontinued operation - REBRIEEEER - =
Loss for the Period attributable to R E R BAEE
non-controlling interests (335) (89)

EFREXLCEBER LA
—E-NISEFERHRE



08

UNAUDITED CONDENSED RBEZERGS
CONSOLIDATED STATEMENT OF 2HEWER®
COMPREHENSIVE INCOME (continued)

Unaudited
RBER
For the six months ended
31st December

BE+=-H=1t—HILAEA

2019 2018
“E-hE —ET-N\F
Note HK$’000 HK$'000
B 5 TExT FHET
(Note)
(PF3E)
Total comprehensive income/(loss) AT /G R E K,
for the Period attributable to: (BR) &% -
Owners of the Company RRBEB A 44,063 (49,503)
Non-controlling interests FEE R S (335) (89)
43,728 (49,592)
Total comprehensive income/(loss) REU T HFEZAQF
attributable to owners of BFEAEGEZERE
the Company arises from: (E518) 4% -
Continuing operations SEIRE £ 43,128 (46,085)
Discontinued operation BRIEEEETR 935 (3,418)
44,063 (49,503)
Earnings/(loss) per share HAERAREE AES
attributable to the owners SREA /(&8
of the Company for (A EM S )
the Period (expressed in
HK cents per share)
From continuing and REBHECEEER
discontinued operations CRILEEER
- basic and diluted - BEARREE 25 4.84 (5.47)
From continuing operations REFELSEEL
- basic and diluted - EAREE 25 4.74 (5.09)

Note:

B

The Group has initially applied HKFRS 16 at 1st July 2019 using the AEBR =T —NF LA —BULET ZBPEN
modified retrospective approach. Under this approach, comparative  FEREETSRELEDFE 165 o REFH HE - I

information is not restated. See note 3.

BB AR o RIFES -

The notes on pages 13 to 62 form an integral part of this %Eﬁ’t\%1SE?—QG\ZIEZWjﬁiﬁ$5k,\\§%$iﬁuﬁﬂﬂ
unaudited condensed consolidated interim financial information.  #f& R BB ER Z —& 5 -

Universe Entertainment and Culture Group Company Limited

Interim Report 2019/20



UNAUDITED CONDENSED NS TA LTy
CONSOLIDATED STATEMENT OF ERBEE
CHANGES IN EQUITY
Attributable to the owners of the Company
AONGE 2PN
Non-
Share Share Other  Accumulated controlling Total
capital  premium reserves losses Total interests equity
RE  RBGEE  HtRE Zithi it FERER s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn FiEn Tin TiEn TiEn TiEn Tin
(unaudited)  (unaudited) (unaudited)  (unaudited) (unaudited) (unaudited) (unaudited
(REEH)  (REEHR)  (REER) (REEh) (REEHR) (RLBK)  (REER)
(Note 18)
(KrsE18)
Balance at 1st July 2019 RZ2-n§
tB-ReLH 9,066 35,013 546,467 (209,315) 381,231 (297) 380,934
Comprehensive income 2ENE
Profitfloss) for the Period Bnatl/ (58 = = = 43,901 43,901 (335) 43566
Other comprehensive income B2 Ak
Currency translation difference SRBEER - = 162 = 162 = 162
Total other comprehensive income £ 2 EhEAE = = 162 = 162 = 162
Total comprehensive income/(loss) SR 2EKHE /(58
for the Period am = = 162 43,901 44,063 (335) 43,728
Balance at 31st December 2019  M=Z-A%E+=A
ZT-AeEH 9,066 35,013 546,629 (165,414) 425,294 (632) 424,662

EFREXLCEBER LA
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UNAUDITED CONDENSED
CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (continued)

AREBZERGS
ERSERe

Attributable to the owners of the Company

NG TN
Non-
Share Share Other  Accumulated controlling Total
capital premium reserves losses Total Interests equity
R RDEE Rtk 2ithkR &3 FARER s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thi T i i Th T Th
(unaudited)  (unaudited)  (unaudited) (unaudited)  (unaudited)  (unaudited)  (unaudited)
(REsw)  (RIEBR)  (REER)  (REER)  (REER)  (REER)  (REER)
(Note 18)
(18)
Balance at 1st July 2018 R=F-N&
tB-RiH 9,066 928,358 67,565 (88,094) 916,89 78 916,973
Impact on initial application of NS ERERSERE
HKFRS 9 RAR0RHTE % . (6,629) 1) (6,650) S (6,650)
9,066 928,358 60,936 (88,115) 910,245 78 910,323
Comprehensive loss 2EFE
Loss for the Period BRER % . X (49568 (49,568) (89 (49,657)
Other comprehensive loss B2 AR
Currency translation difference BRAEER 3 = 65 2 65 = 65
Total other comprehensiveloss ~ Et2EERAE R = 65 = 65 = 65
Total comprehensive loss for Bh2EFEER
the Period 5 = 65 49,568) (49,503) (89) (49,592)
Transactions with owners REEAZRS
Dividend paid EARE = - (N9 - 2199 - 2199
Reduction of share premium RIVEELA
(Note 16(al) (A3t 16(a) = (893,345) 893,345 o - = =
Total contributions by and EATREALER
distribution to owners of BE: NG 2 IN
the Company, recognised PRZEE
directly in equity ERNERTER - [393345) 621355 - 199 - (N9
Balance at 31st December 2018 ~ W=Z-NF+=A
St-Bekt 9,066 %013 682,356 (137683) 588,752 (11 568,741
Note: MI3E -

The Group has initially applied HKFRS 16 at 1st July 2019 using the AEBR -_Z—HNELA—BUKBITZEIREY
modified retrospective approach. Under this approach, comparative FREAEEVMGHMEERE 165 c RIFUL A I
information is not restated. See note 3. mEIILERER - RHIFES -

The notes on pages 13 to 62 form an integral part of this R FE 132628 2 Ml & 7N 5 48 %1% 15 0 47
unaudited condensed consolidated interim financial information. &M EIBIEER 2 —ZH -

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20



UNAUDITED CONDENSED
CONSOLIDATED STATEMENT OF

CASH FLOWS

PSS ALy
BERER

Unaudited
RBER

For the six months ended

31st December

BE+-HA=1+—HILAEA

2019 2018
—E-NE —E-N\%E
Note HK$’'000 HK$'000
{oFzs TET FHET
(Note)
(FtzE)
Net cash generated from BEIHELEZFERS
RN OPERating Activities. . o bl B Mo e e O S . iR
Cash flows from investing RETBZHERE
activities
Purchase of property, BAME -« HEREHE
plant and equipment 6 (2,289) (1,207)
Decrease/(increase) in film e R e
related deposits i) 10,320 (40,961)
Payments for film rights and BYMBERRERER 2
films in progress T3 6 (32,643) (17,024)
Proceeds from disposal of HEWME  BBEBRERE
property, plant and equipment FT1S %38 - 34
Proceeds from disposal of HEREREY
films in progress FriS 3R - 8,198
Return of capital from other BEEMESRERE
financial assets REER 1,446 34,658
Interest received BYFE 472 1,546
Dividend received B S = 1,664
Net cash used in RETBFMAZFERS
seninyestingractivitiosy, Lot M e o MES e a0 ol (22,694) ~ (13192)
Cash flows from financing METH HERE
activities
Capital element of lease BERHe2ERE S
rentals paid (5,652) (9)
Interest element of lease EfNHEEHEHD
rentals paid (273) =
Dividend paid BERRE - (271,990)
Net cash used in financing BETHFAZEES
activities (5,925) (271,999)

.......................................................................................................
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UNAUDITED CONDENSED
CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

RBEZERGZS
BERER®

Unaudited
RBER
For the six months ended
31st December
BE+-A=1+—HLEXEA

2019 2018
—E-NE —E-N\F
HK$'000 HK$'000
BT FET
(Note)
(&5
Net increase/(decrease) in cash BeRBELEEYZF
and cash equivalents #h0,/ (D) 6,153 (191,013)
Currency translation differences EEBREES 13 115
Cash and cash equivalents B RE R EEY
at the beginning of the Period 178,228 522,285
Cash and cash equivalents HRzHeRESEEY
at the end of the Period 184,394 331,387
Analysis of cash and HeRBASEEYIN .
cash equivalents:
Cash and cash equivalents e RBREZEEY 184,394 331,387
184,394 331,387

Note: The Group has initially applied HKFRS 16 at 1st July 2019 using
the modified retrospective approach. Under this approach,
comparative information is not restated. See note 3.

The notes on pages 13 to 62 form an integral part of this
unaudited condensed consolidated interim financial information.

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20
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AREZERGRS
o 5 B 75 B LB

NOTES TO THE UNAUDITED
CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

GENERAL INFORMATION

The Group is principally engaged in video distribution, film
distribution and exhibition, licensing and sub-licensing of
film rights, money lending, leasing of investment properties,
entertainment business, securities investment, trading,
wholesaling and retailing of optical products and watches
products, and provision of type-setting, translation, printing,
design, distribution of financial print products and other related
services (“Financial Printing Services”). The Group ceased the
business of China Jianxin Financial Services Limited, an indirect
wholly-owned subsidiary of the Company, which was principally
engaged in the business of securities brokerage and margin
financing (“Securities Brokerage Business”) with effect from
30th June 2018.

The Company is a limited liability company incorporated in
Bermuda. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda. The address
of the principal place of business of the Company is 18th Floor,
Wyler Centre Phase II, 192-200 Tai Lin Pai Road, Kwai Chung,
New Territories, Hong Kong.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

This unaudited condensed consolidated interim financial
information is presented in thousands of units of Hong Kong
dollars (“HK$'000"), unless otherwise stated. This unaudited
condensed consolidated interim financial information has been
approved for issue by the Board on 27th February 2020.

BASIS OF PREPARATION

This unaudited condensed consolidated interim financial
information has been prepared in accordance with the Hong
Kong Accounting Standard (“HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") as well as the applicable disclosure
provisions of the Rules of Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”).

The unaudited condensed consolidated interim financial
information has been prepared on the historical cost convention,
as modified by the revaluation of financial instruments that are
measured at fair values at the end of each reporting period,
contingent consideration receivable, contingent consideration
payable and investment properties, which are carried at fair
value.

The unaudited condensed interim financial information has
been prepared in accordance with the same accounting policies
adopted in the Company’s consolidated financial statements for
the year ended 30th June 2019, except for the accounting policy
changes that are expected to be reflected in the Company’s
consolidated financial statements for the year ending 30th June
2020. Details of these changes in accounting policies are set out
in note 3.

—REH

AEBTBEREREET EXBTREN
B EHRERXERRE  RE - HEKRE
ME - REET  BHFERE REEmMNRE
BREMES HMBERTEEYR  UREHE
RERIZEm2 PR ~ 85 ~ EIR) - &&1 - 2
& B A AR R AR TS (B ENRIBR % D) - B =
- N\FRA=ZTHE  AEEERILPEH
BERBREBRABRRRBEZENEB
RENZER  ZARIBREFZH LN
EREEB(BHELEBLD -

ARARTRBREFMAZLZBERAA -
HaMgEE it AClarendon House, 2
Church Street, Hamilton HM 11, Bermuda °
AAREBEEMBNUREENALRENE
PEiE192-2005% E im0 — B84 -

ARABZBRONRBEEABERZAER AR
(MBS PR D EMR LT »

BEABBPN  RREEZGREA TR
BERATELTTTETD REMLZD - &
AREZBARSHTHRUBERCR T =
TE_A-THHEESSHETE -

mBLEE
AARREVEREATHRYBERTDIRIEE
Bartog (B g )EMNE
BEFHER(FEESFHER ) F345% i
BREIARBRAES EHAAT EHR
AN e ERE B GRS MRS

AREZBARE B E R THIRE LK
RERE ARNEREFRRATFEFE
ZEMTHE  BRHARE  BAKAKE
NREYELRAFEERMIER -

BRIEMHERARAANBE_ZS_ZF A=+
BILFEZHGEMBRRRR &5t BRE
B REELERTBYBEHDRER
ARRABE_Z-AFRNA=+HLEFEZE
BUBBRARAERRZ SFTEERH -
ZEGTTBREBE ZFERTINMIFS -
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BASIS OF PREPARATION (Continued)

The preparation of interim condensed consolidated financial
statements in conformity with HKAS 34 requires management
to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets and
liabilities, income and expenses on a year to date basis. Actual
results may differ from these estimates.

The unaudited condensed consolidated interim financial
information contains selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial
position and performance of the Group since the annual financial
statements for the year ended 30th June 2019. The unaudited
condensed consolidated interim financial information and notes
thereon do not include all of the information required for full set
of financial statements prepared in accordance with the Hong
Kong Financial Reporting Standards (the “"HKFRSs").

CHANGE IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16, Leases, and
a number of amendments to HKFRSs that are first effective for
the current accounting period of the Group.

Except for HKFRS 16, Leases, none of the developments have
had a material effect on how the Group’s results and financial
position for the current or prior periods have been prepared
or presented in this interim financial report. The Group has
not applied any new standard or interpretation that is not yet
effective for the current accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK(IFRIC) 4, Determining whether an
arrangement contains a lease, HK(SIC) 15, Operating leases
—incentives, and HK(SIC) 27, Evaluating the substance of
transactions involving the legal form of a lease. It introduces a
single accounting model for lessees, which requires a lessee to
recognise a right-of-use asset and a lease liability for all leases,
except for leases that have a lease term of 12 months or less
(“short-term leases”) and leases of low value assets. The lessor
accounting requirements are brought forward from HKAS 17
substantially unchanged.

The Group has initially applied HKFRS 16 as from 1st July
2019. The Group has elected to use the modified retrospective
approach and has therefore recognised the cumulative effect
of initial application as an adjustment to the opening balance of
equity at 1st July 2019. Comparative information has not been
restated and continues to be reported under HKAS 17.
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CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

Further details of the nature and effect of the changes to
previous accounting policies and the transition options applied
are set out below:

(a) Changes in the accounting policies

(i)

(ii)

New definition of a lease

The change in the definition of a lease mainly relates
to the concept of control. HKFRS 16 defines a lease
on the basis of whether a customer controls the
use of an identified asset for a period of time, which
may be determined by a defined amount of use.
Control is conveyed where the customer has both
the right to direct the use of the identified asset and
to obtain substantially all of the economic benefits
from that use.

The Group applies the new definition of a lease
in HKFRS 16 only to contracts that were entered
into or changed on or after 1st July 2019. For
contracts entered into before 1st July 2019, the
Group has used the transitional practical expedient
to grandfather the previous assessment of which
existing arrangements are or contain leases.

Accordingly, contracts that were previously
assessed as leases under HKAS 17 continue to
be accounted for as leases under HKFRS 16 and
contracts previously assessed as non-lease service
arrangements continue to be accounted for as
executory contracts.

Lessee accounting

HKFRS 16 eliminates the requirement for a lessee
to classify leases as either operating leases or
finance leases, as was previously required by HKAS
17. Instead, the Group is required to capitalise
all leases when it is the lessee, including leases
previously classified as operating leases under
HKAS 17, other than those short-term leases and
leases of low-value assets. As far as the Group
is concerned, these newly capitalised leases are
primarily in relation to property, plant and equipment
as disclosed in note 6.

Where the contract contains lease component(s)
and non-lease component(s), the Group has elected
not to separate non-lease components and accounts
for each lease component and any associated non-
lease components as a single lease component for
all leases.
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CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(a)

Changes in the accounting policies (Continued)

(ii)

Lessee accounting (Continued)

When the Group enters into a lease in respect of
a low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis. For
the Group, low-value assets are typically laptops
or office furniture. The lease payments associated
with those leases which are not capitalised are
recognised as an expense on a systematic basis
over the lease term.

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition,
the lease liability is measured at amortised cost and
interest expense is calculated using the effective
interest method. Variable lease payments that do
not depend on an index or rate are not included in
the measurement of the lease liability and hence are
charged to profit or loss in the accounting period in
which they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, discounted to their present value, less
any lease incentives received.
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CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(a)

Changes in the accounting policies (Continued)

(ii)

(iii)

Lessee accounting (Continued)

The right-of-use asset is subsequently stated at
cost less accumulated depreciation and impairment
losses, except for the following types of right-of-use
asset:

= right-of-use assets that meet the definition of
investment property are carried at fair value;

= right-of-use assets related to leasehold
land and buildings where the Group is the
registered owner of the leasehold interest are
carried at fair value; and

= right-of-use assets related to interests in
leasehold land where the interest in the land
is held as inventory are carried at the lower of
cost and net realisable value.

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group's estimate of the amount expected to be
payable under a residual value guarantee, or there is
a change arising from the reassessment of whether
the Group will be reasonably certain to exercise a
purchase, extension or termination option. When
the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in
profit or loss if the carrying amount of the right-of-
use asset has been reduced to zero.

Leasehold investment property

Under HKFRS 16, the Group is required to account
for all leasehold properties as investment properties
when these properties are held to earn rental
income and/or for capital appreciation (“leasehold
investment properties”). The adoption of HKFRS 16
does not have a significant impact on the Group’s
financial statements as the Group previously
elected to apply HKAS 40, Investment properties,
to account for all of its leasehold properties that
were held for investment purposes as at 30th June
2019. Consequentially, these leasehold investment
properties continue to be carried at fair value.
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3, CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(b) Critical accounting judgements and sources of estimation uncertainty in
applying the above accounting policies

(i)

(ii)

Classification of interest in leasehold land and
buildings held for own use

In accordance with HKAS 16, Property, plant and
equipment, the Group chooses to apply either
the cost model or the revaluation model as its
accounting policy for items of property, plant
and equipment held for own use on a class-by-
class basis. In applying this policy, the Group has
concluded that its registered ownership interests
in leasehold properties and the right to use other
properties leased under tenancy agreements are
two separate groupings of assets which differ
significantly in their nature and use. Accordingly,
they are regarded by the Group as separate classes
of asset for subsequent measurement policies in
accordance with the above accounting policies.

In making this judgement, the Group has taken into
account that, as the registered owner of a leasehold
property, the Group is able to benefit fully from any
changes in the valuation of these properties whether
as holding gains or by selling the property interest to
others, as well as being able to use the properties
in its operation free of paying market rents. In
contrast, the shorter term tenancy agreements
are typically for periods of no more than 10 years
and are subject to other restrictions, in particular
on transferability of the Group's tenancy rights to
others. These shorter term tenancy agreements
are executed in order to retain operational flexibility
and to reduce the Group’s exposure to the property
market fluctuation. They may contain termination or
extension clauses, and/or variable rental payment
clauses linked to the level of sales generated by
the Group's use of the premises, and are typically
subject to market rent reviews.

Determining the lease term

As explained in the above accounting policies,
the lease liability is initially recognised at the
present value of the lease payments payable over
the lease term. In determining the lease term at
the commencement date for leases that include
renewal options exercisable by the Group, the
Group evaluates the likelihood of exercising the
renewal options taking into account all relevant
facts and circumstances that create an economic
incentive for the Group to exercise the option,
including favourable terms, leasehold improvements
undertaken and the importance of that underlying
asset to the Group's operation. The lease term is
reassessed when there is a significant event or
significant change in circumstance that is within
the Group's control. Any increase or decrease in
the lease term would affect the amount of lease
liabilities and right-of-use assets recognised in future
years.
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CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(c)

Transitional impact

At the date of transition to HKFRS 16 (i.e. 1st July 2019),
the Group determined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted using
the relevant incremental borrowing rates at 1st July 2019.
The weighted average of the incremental borrowing
rates used for determination of the present value of the
remaining lease payments was 3%.

To ease the transition to HKFRS 16, the Group applied the
following recognition exemption and practical expedients
at the date of initial application of HKFRS 16:

(i) the Group elected not to apply the requirements
of HKFRS 16 in respect of the recognition of lease
liabilities and right-of-use assets to leases for which
the remaining lease term ends within 12 months
from the date of initial application of HKFRS 16, i.e.
where the lease term ends on or before 30th June
2020;

(ii) when measuring the lease liabilities at the date of
initial application of HKFRS 16, the Group applied
a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases
with a similar remaining lease term for a similar
class of underlying asset in a similar economic
environment); and

(i) when measuring the right-of-use assets at the date
of initial application of HKFRS 16, the Group relied
on the previous assessment for onerous contract
provisions as at 30th June 2019 as an alternative to
performing an impairment review.
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3, CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(c)

Transitional impact (Continued)

The following table reconciles the operating lease
commitments as disclosed in note 28(a) as at 30th June
2019 to the opening balance for lease liabilities recognised

SR HER2E (@)
EEUBMEERE 65 - HE (B

(c)

RN ()

TRETNME28@)MBEER —F—N
FRAZTRZEERERERR —
T-NFELtA-AERAZHEREZ

as at 1st July 2019:

HI At R 2 BBk

At 1st July 2019

R=F—-HF
+A—H
HK$'000
FAET
Operating lease commitments RZTE-—HhFA=+HZ
at 30th June 2019 G E AR 22,058
Less: commitments relating to leases W BERRERNMEEAEER
exempt from capitalisation: R
- short-term leases and other leases - RHHE R MFIERME AN
with remaining lease term ending —E-TFRA=1+H
on or before 30th June 2020 R AEmHE (1,878)
- leases of low-value assets -EEBEAEHRE (10)
Add: lease payments for the additional o REERSEIRHEE A MITE
periods where the Group considers JEEE R 2 BN 2
it reasonably certain that it will HERK
exercise the extension options 973
21,143
Less: total future interest expenses B RRF B EEE (679)
Present value of remaining lease payments, HRTHENFRE  FARZE—NEF
discounted using the incremental borrowing +tA—HB 2 ERFIRER
rate at 1st July 2019 20,464
Add: finance lease liabilities recognised m:R=ZF-hEFEA=ZTHER
as at 30th June 2019 MEHEERE 7
Total lease liabilities recognised RZE—NF+LtHA—BERZHEE
at 1st July 2019 BEESE 20,471

The right-of-use assets in relation to leases previously
classified as operating leases have been recognised at an
amount equal to the amount recognised for the remaining
lease liabilities, adjusted by the amount of any prepaid or
accrued lease payments relating to that lease recognised
in the statement of financial position at 30th June 2019.

So far as the impact of the adoption of HKFRS 16 on
leases previously classified as finance leases is concerned,
the Group is not required to make any adjustments at the
date of initial application of HKFRS 16, other than changing
the captions for the balances. Accordingly, instead of
“obligations under finance leases”, these amounts are
included within “lease liabilities”, and the depreciated
carrying amount of the corresponding leased asset is
identified as a right-of-use asset. There is no impact on the
opening balance of equity.

The Group presents right-of-use assets that do not meet
the definition of investment property and lease liabilities
separately in the balance sheet.
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CHANGE IN ACCOUNTING POLICIES (Continued) 3. EEBEREHEE)
HKFRS 16, Leases (Continued)

(c)

Transitional impact (Continued)

The following table summarises the impacts of the
adoption of HKFRS 16 on the Group's consolidated

balance sheet:

ERUBMEERE 65 - HE ()

(c) BERIEZEE

TRERRA T BB MEERF 16
FEHARERAEEARRIFE

Carrying Capitalisation Carrying
amountat  of operating amount at
30th June lease 1st July

2019 contracts 2019
R-EB-h& RZEB-h&
AAZ+HAZ REHEED tA-A2
HEEEE BREX REE
HK$'000 HK$'000 HK$'000
TEL FHEL THT

Line items in the consolidated ZEMNE RN BREERE 165

balance sheet impacted by e RRBEERERER
the adoption of HKFRS 16:

Right-of-use assets FRELE = 20,384 20,384
Property, plant and equipment mE - BBRRRE 4,649 (9) 4,640
Total non-current assets FRBDEEARE 365,110 20,375 385,485
Other payables and assets charge Hin R AR ET X 74,610 (89) 74,521
Lease liabilities (current) Eifﬁ &(R®) 7 9,985 9,992
Current liabilities REBEE 343,670 9,896 353,566
Net current assets RBEEFE 15,914 (9,896) 6,018
Total assets less current liabilities BEERRBAE 381,024 10,479 391,503
Lease liabilities (non-current) HEBEGERE) = 10,479 10,479
Total non-current liabilities FRBEELE 90 10,479 10,569
Net assets EEFE 380,934 = 380,934

The analysis of the net book value of the Group’s right-of-
use assets by class of underlying asset at the end of the

RBREMRRBEEETBR B MELE
165 E R NEBREBEBEES

reporting period and at the date of transition to HKFRS 16 HE D2 ERAEEEREFESTHN
is as follows: 58
At At
31st December 1st July
2019 2019
R=—Z—h&F =—NF
+=ZA=+—H = 8=
HK$’000 HK$'000
FHT FHET
Included in “Right-of-use assets”: FFAMEREEE] :
Other properties leased for own BITER AR HE
use, carried at depreciated cost EE Az EAs 20,521 20,375
Plant, machinery and equipment, RITERK AR IR 2 HB8S -
carried at depreciated cost WA R 55 A - 9
20,521 20,384
Ownership interest in leasehold RAFESEZ
interest properties, THERsmEZ
carried at fair value HmEERER 31,460 31,460
51,981 51,844
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CHANGE IN ACCOUNTING POLICIES (Continued)

(d)

(e)

3. EIEE23E)

HKFRS 16, Leases (Continued) BBV R EERE 165 - HE )
Lease liabilities @ HEEE
The remaining contractual maturities of the Group's lease RBEEARRBEEEEM B RMELE
liabilities at the end of the reporting period and at the date AlE16RER AEEHEBECH#
of transition to HKFRS 16 are as follows: TEHIHBEREAT -
At 31st December 2019 At 1st July 2019
RZEB-AF+ZA=t+-H RZZE-NF+A—H
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
BEHE BIEHAE HERE RERE
HRAE BES L BESE DG
HK$'000 HK$'000 HK$'000 HK$'000
TAT FHR T TET
Within 1 year 1ER 11,982 12,431 9,985 10,410
After 1 year but within 2 years 1FRE2FR 6,615 6,772 7,100 7,294
After 2 years but within 5 years 2518 {BEER 2,168 2,194 3,379 3,439
8,783 8,966 10,479 10,733
20,765 21,397 20,464 21,143
I I
Less: total future interest B RRFE R BE
expenses (632) (679)
Present value of lease liabilities HEAERE 20,765 20,464
Impact on the financial result, segment results and cash flows of the (e) HIAEEAERE DEHREEREET
Group BrEE
After the initial recognition of right-of-use assets and T—NFLtA—BUSTHERER
lease liabilities as at 1st July 2019, the Group as a lessee BEERBEEER  AEB(EAE
is required to recognise interest expense accrued on AN ERREEGBEREBERTE

the outstanding balance of the lease liability, and the
depreciation of the right-of-use asset, instead of the
previous policy of recognising rental expenses incurred
under operating leases on a straight-line basis over the
lease term. This results in an insignificant impact on the
reported profit from operations in the Group’s consolidated
statement of comprehensive income, as compared to the
results if HKAS 17 had been applied during the year.

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases
into their capital element and interest element. These
elements are classified as financing cash outflows, similar
to how leases previously classified as finance leases
under HKAS 17 were treated, rather than as operating
cash outflows, as was the case for operating leases under
HKAS 17. Although total cash flows are unaffected, the
adoption of HKFRS 16 therefore results in a significant
change in presentation of cash flows within the cash flow
statement.
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CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(e)

Impact on the financial result, segment results and cash flows of the
Group (Continued)

The following tables may give an indication of the
estimated impact of adoption of HKFRS 16 on the Group's
financial result, segment results and cash flows for the
six months ended 31st December 2019, by adjusting
the amounts reported under HKFRS 16 in these interim
financial statements to compute estimates of the
hypothetical amounts that would have been recognised
under HKAS 17 if this superseded standard had continued
to apply to 2019 instead of HKFRS 16, and by comparing
these hypothetical amounts for 2019 with the actual 2018

(e)

ST BREEE (&)
BB WEERZE 165

HE (58)
fTZK @Wﬁ%ﬁ% )
CHEE)

T%&T%T%%E%Wﬁﬁﬁﬁ
AL EERLl = i*
o0
B

1638) B —F—
Z\ /RTH?E«DZE%J&HX
/ﬁE‘JEﬁEEPZfEif"é%EH‘f I 1

corresponding amounts which were prepared under HKAS —E-NFERBRREEHE_T )N
17. EREESS AN TRARNLE
R ESTEITER -
Unaudited
REER
For the six months ended 31st December
BE+-A=t+-RHL~EAR
2019 2018
“E-hE —Z-)\F
Deduct:
Estimated
amounts
related to Compared
Add back: operating Hypothetical  to amounts
Amounts HKFRS 16 leases as amounts reported
reported depreciation if under for 2019 for 2018
under and interest HKAS 17  asif under under
HKFRS 16 expense (note (|)) HKAS 17 HKAS 17
ﬂ§§% HIREEE
me : SR BEEE G5 ER
BEEE BBHH F175% g 7%
HBRE RERED FELEEH 175 FEx v
RRISE165 165 T TERE Rtz —E-N\F
2% HWERAE zfHeE —Z-Nf SHEET
kx| 5 (HE=E()) BELE &
(A) (B) (C) (D=A+B-C)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR TR FET
Financial result for SRABERBRE
the six months ended ERF16ETEZ
31st December 2019 BE-E-NE
impacted by +ZA=+-HLt
the adoption of HKFRS 16:  AfHA BT #%4 :
Administrative expenses G (43,517) 5,811 (6,024) (43,730) (35,034)
Finance costs B AR (273) 273 - - =
Profit/(loss) before taxation &L £K 2 BRHA
from continuing operations &%,/ (E5i8) 42526 6,084 (6,024) 42,586 (45,304)
Profit/(loss) for the period ~ HELLERZHA
from continuing operations &% /(&8 42,631 6,084 (6,024) 42,691 (46,239)
Profit/(loss) for the period B (B8 43,566 6,084 (6,024) 43,626 (49,657)
Reportable segment ZEMNEENBREER
profit/(loss) for the F16HTECHE
six months ended “E-hEt+=A
31st December 2019 =t+—HItAEA
(note 5) impacted by 2HAHER
the adoption of HKFRS 16:  (518) (Fff5¥5) :
= Video distribution, -BBET BREOIK
film distribution and W - R RER
exhibition, licensing and B MmiE
sub-licensing of film rights 62,665 1,868 (1,826) 62,707 (12,438)
- Trading, wholesaling and -REERRBRER
retailing of optical products g5 HERTE
and watches products (6,889) 3,040 (3,007) (6,856) (3,411)
- Financial printing - B Ejel (3,427) 1,176 (1,191) (3,442) (3,635)
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3!

CHANGE IN ACCOUNTING POLICIES (Continued)
HKFRS 16, Leases (Continued)

(e) Impact on the financial result, segment results and cash flows of the

Group (Continued)

3. EFEXR23HE
AP BWMEELE 165 - HEE)

(e)

BREFYERE  DERBERBELTE
BZHE(E)

Unaudited

RBER

For the six months ended 31st December

BET-A=t-HIL~MERA

2019 2018
—E-hE —I-N\F
Estimated
amounts
related to
operating Hypothetical Compared
Amounts leasesas  amounts for to amounts
reported if under 2019 as reported
under HKAS 17 if under under
HKFRS 16  (notes (i) & (ii)) HKAS 17 HKAS 17
REEEET
ERE17H  BEEBSH HRERE
REES FEHER ERIE175 S5rER
REEEER mefgy itz  B17RMER
F16 2R it eHE “E-hE ZEEET
Ze8E  (WEG)RG) BReHE e
(A) (B) (C=A+B)
HK$'000 HK$'000 HK$'000 HK$'000
FET FiET Tax TAR
Line items in the condensed STHEMEEMBREEE
consolidated cash flow statement ~ F16%FEvHZE
for the six months ended “E-NE+ZA=t-H
31st December 2019 impacted by tABERAGHEEES
the adoption of HKFRS 16: RERAER
Net cash generated from ReEBmELEL
operating activities ReRE 34,772 (5,918) 28,854 94,178
Capital element of lease rentals paid BffecERSS (5,652) 5,645 (7 9)
Interest element of lease rentals paid B & 2F| 855 (273) 273 = =
Net cash used in financing RETBFAZRERE
activities (5,925) 5,918 (7) (271,999)
Note (i):  The “estimated amounts related to operating Bt . [AEKLEEZ(EiteE]
leases” is an estimate of the amounts of the ATEBBEEUNE1TH
cash flows in 2019 that relate to leases which RZZTE-—NEDARERZ
would have been classified as operating leases, BRAT  BHELIEAK
if HKAS 17 had still applied in 2019. This LB HEER-_Z—N
estimate assumes that all of the new leases FE7HREREMFTE5E -
entered into in 2019 would have been classified ERGBHBR EFEg
as operating leases under HKAS 17, if HKAS 17 STEAEITHRR T — A
had still applied in 2019. Any potential net tax FMABEBRZIERT - P
effect is ignored. ERZZE—NEFRILZH
HEREBEEBSHENE
1TREDHERKERE -
FRBETFREZEHR
WG ©
Note (ii): In this impact table these cash outflows are MisEG) : FEUFERFT  ZER/E

reclassified from financing to operating in order
to compute hypothetical amounts of net cash
generated from operating activities and net
cash used in financing activities as if HKAS 17

still applied.

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

41 Financial assets and liabilities measured at fair value

(i)

Fair value hierarchy

The following table presents the fair value of the
Group's financial instruments measured at the
end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy
as defined in HKFRS 13 “Fair Value Measurement”.
The level into which a fair value measurement
is classified is determined with reference to the
observability and significance of the inputs used in
the valuation technique as follows:

o Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date

o Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data is not available

° Level 3 valuations: Fair value measured using
significant unobservable inputs

4, EMIBAZRAVEE
41 BRAFEFEZEMEBEENAE

(i)

AFEER

TREJNAEESBTAZAT
B ZEeMIAZAFERR
SHRIREEMEEESE - I D
BREBVBRELNFE13%R
[RFEFEIMREZ =ZRRF
BEE - BRFEAESHEZE
RIESE M EET AR RS
ABEZIBREREEERE

E

. E—RfhE: BEAFE -
FBABEGEIRAGER
FEEERAERERET
BZARRABRE)E
AN |

. F_REE: ERFE R
WABIE(BIREEZERE
—RZUBRBARE)
B RERBBRTATERE
WAZBFEZATE-
TABERGARBELED
BEIEZ WARE

«  ESRSE: EREAT
TERHAREHEZA
i
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4.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(Continued)

4.1

Financial assets and liabilities measured at fair value (Continued)

(i)

Fair value hierarchy (Continued)

The Group has a team headed by the finance
manager performing valuations for the financial
instruments. The team reports directly to the
directors of the Company and the audit committee.
Valuation reports with analysis of changes in fair
value measurement are prepared by the team
at each annual reporting date, and are reviewed
and approved by the directors of the Company.
Discussion of the valuation process and results with
the Directors and the audit committee is held twice
a year, to coincide with the reporting dates.

4.

Unaudited

TRIT A2 AV ERFEE)

41 BRAVEFEZEREERAGEGE

(i)

Fair value measurements as at

31st December 2019 categorised into

LFEERE)

REEERE - MU BREEE
ZEG - BERESR T EETH
B - ZESKEEAARREER
B REEWME - WA A VET
BRI 2 HERSE T HEK
REFEREHAHRE  IHA
NEEEEHMRIE - BEHHE
BEREFRERGBFEEERES
ZESETMATR - AERE
B HRE—3

Audited
Fair value measurements as at
30th June 2019 categorised into

FEEH 373
REB-AEtZA=1-A RZZ-NE~A=1A
ZATEHEAER LATEENER
Fair value Fair value
at 31st at 30th
December June
Level1  Level2  Level3 2019 Levell  Level2  Level3 2019
RZB-0F
2R RZE-NF
=t-H ~A=TH
£-% #-8 #=4 ZATE  E-R R E=R LDV
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000 HK$'000
T TEz  TEn Tt ThAr TAr  TEx Fitn
Recurring fair value BEEATEHE
measurements
Assets: BE:
Unlisted investment funds FITREES
(Note (al (¥t = = 317 317 > = 317 317
Derivative financial instruments T4 2B &
(Note (al (i3 (a)) - - 480 4,846 = - 2088 2,058
Unlisted limited partnership EEmERAYLE
(Note (al (" a) = - 838 8,353 = SR 7,199
Trading securities (Note (d) REUEH () = - 869 8,691 = - 869 8691
Contingent consideration ERARE
receivable (Note (b)) (BzE() - - - - - S g 5
- - 2w 2,07 - - 1826 16265
Liabilities: g8f:
Contingent consideration EZARE
payable (Note (c)) (H¥) - - (20400 (20,400) 5 - (20400 (20,400)

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20



4.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(Continued)

4.1

Financial assets and liabilities measured at fair value (Continued)

(i)

Fair value hierarchy (Continued)

During the six months ended 31st December 2019,
there were no transfers between Level 1 and Level
2, or transfers into or out of Level 3.

During the year ended 30th June 2019, the Group
reclassified two listed equity security, amounted
to HK$1,791,000, from Level 1 to Level 3 due to
suspension of trading. The listed equity security
suspended trading as at 30th June 2019 and was
still suspended from trading up to the date of this
unaudited condensed consolidated interim financial
information. The Group’s policy is to recognise
transfers between levels of fair value hierarchy as
at the end of the reporting period in which they
occur. Therefore, the transfer between Level 1 and
Level 3 of the fair value hierarchy is deemed to have
occurred at the end of the reporting period. Apart
from the above, there were no transfers between
Level 1 and Level 2, or transfers into or out of Level
3 during the year ended 30th June 2019.

Notes:

(a) For unlisted investment funds and limited
partnership classified under Level 3 of the fair
value measurement hierarchy, the fair values
were determined based on the net asset
values of those investment funds and limited
partnership with reference to third party
valuation of underlying investment portfolio
and adjustments of related expenses.
When the net asset values of the unlisted
investment funds and limited partnership
increase/decrease by 10% (as at 30th June
2019: 10%), the fair value would increase/
decrease by HK$867,000 (as at 30th June
2019: HK$752,000). The higher the net assets
values, the higher the fair value.

4.

TRT A2 A FERFE )

4.1

BAVEABEZEREERABGE

(i)

RFEERE)
RBE—F-AF+_R=+—
HIEAREA  S—HREE-_F2
M EER - TEERAS =R
FEE=REREL -

REBEE-_ZE—NFA=Z+AHLL
FE - AEBARWIE TR
FF1,791,0008 tEEEEM
BZHE—REFTIEEE=
FLeR—T—NEXNA=ZTHZ
FTRABLFEFESE  MER
AREEZERGAPHRTBE
BRABDESREFES - A45H
MBRRREEMEZREH K
RERTFESHKFZEZE
B At RTPESHE—HKE
FE-RE 7 EBERABRRED
RKOEE - B EMEN - REZE
—E-NEXRA=TBIEFE -
FREAE R W R
MEEBAE=MREE=HE
B o

GEX

(a) MOEAE=MATME
EEHNELTREES
RERGBLENS F A
FEDNREZSREES
LMERGBLEZEET
B 2ZHBEREEEGY
FE=ZHEERBERIE
HZAEEBETE - BEIEL™
RERSRERAELE
WMEEFEEM B
10%(R=_Z—NEXA
=+H:10%)K  A¥F
E#&E 0,54 867,000
BTN _ZT—hhFE~A
=18 : 752,000 7T) °
EEFEMRS  BAFE
W e
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(Continued)

4.1 Financial assets and liabilities measured at fair value (Continued)

(i) Fair value hierarchy (Continued)

Notes

(a)

: (Continued)

(Continued)

During the year ended 30th June 2019, the
Group entered into certain arrangement to
dispose one of the unlisted investment funds
at a fixed consideration in December 2021. In
the opinion of the directors of the Company,
the arrangement constituted a derivative
contract which should be recognized as a
derivative financial instrument (“DFI"”). The
DFl is net of deferred day one gain, which
arise from the difference between its fair
value at initial recognition and its transaction
price of nil. The deferred day one gain is
amortised over the period from March 2019
to December 2021.

4, ERMIBEZAVEFEGR

41 BAFEFEZemMEEREEGE)
M A~ FEERE
B - ()

(a)

(B

BE-_Z—AFA=+
BIEFE  AEEFVSE
FLEUR—_E-_—F+
ZRAZEFERELEES
—IEIE L THIRERSD - K
RAIESERAE - ZBALH
B —0ITEEL BT
BRETEESMTE(ST
EemITAD -TESR
TATEMBRIELEE B UK
# o TTERERYSER
BOATFEEERSER
MHEZBEATMES - &
EEBREFR-_ZT—NE
= leseed s iaae = I
HRfE SR o

Valuation Significant
techniques unobservable input Range
BEAFHE
HERE BAHE gE
HKS
BT
Derivative financial Marking-to-market Fair value of equity HK$317,000
instruments approach and interest in unlisted (as at 30th June 2019:
discounted cash investment fund HK$317,000)
flow approach
fTHEEmIA mEEER RIELMREESZ 317,000% 7T
BRBELREE IR FE RZE—-NF
<A=+A :

As at 31st December 2019 and 30th June
2019, it was estimated that a 5% increase
or decrease in the fair value of the unlisted
investment fund while holding all other
variables constant would not significantly
affect the value of the DFI. As a result, no
sensitivity analysis for the six months ended
31st December 2019 and the year ended
30th June 2019 was disclosed for the impact
of changes in the fair value of the unlisted
investment fund.

Universe Entertainment and Culture Group Company Limited

Interim Report 2019/20

Credit value adjustment
factor

317,000/ L)
4.85%-13.30%

(as at 30th June 2019:

4.85%-13.30%)
4.85%~-13.30%

(R=B—N%F
RA=+A

4.85%—13.30%)

R=FB—AFE+=A=+
e =R R R =
+ 8 - HETH H A S
BAg FELrmREES
A F1E 2 5% hn sk E
BT EHETESHT
BECEEEERVE -H
o BEZZT—hE+=
A=+—BLt~EARE
EZT-NFAA=FAH
IFFERERELTRE
ES N FEEH2TER
BERBE D



4, FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 4 SBMIBZQAFEF=EGE)

(Continued)
41  Financial assets and liabilities measured at fair value (Continued) 41 EBEAFEFEZERMEERBEE
(i) Fair value hierarchy (Continued) (i) INFEER(E)
Notes: (Continued) st : (88
(a)  (Continued) @@ (&
As at 31st December 2019, a 5% increase R=ZTE—h&E+=-A=+
or decrease in the credit value adjustment —HB M BEEMEHR
factor while holding all other variables BETE FEEEAER
constant would decrease or increase the A & 2 5% 3 10 35k > 18
carrying amount of the DFI by HK$576,000 DRUR DI METE S
or HK$572,000 (as at 30th June 2019: BT H Z8RM{E576,000
HK$724,000 or HK$715,000), respectively. 7708k 572,000/ T (R =

F-AFAA=TA
724,000/ 7T3715,000%8

7T)
The following table represents the changes in TRAEFAE=ZFRAFE
other financial assets included in Level 3 fair HEHMSRMEEY &
value measurements: 3
Unlisted Unlisted
investment limited
funds Derivative financial instruments partnership Total
¥
FL BRE®
REES fTESMIA t¥ Eh)
Deferred
day
Gross  one gain Net
13

B HRKE FE
HK$'000  HK$'000  HK§'000  HK$'000 HK$'000 HK$'000
TAL TEL TAL TEL TAL TEL

Asat Tst July 2018 RZB-N\F
+A—H 1,049 = = = 64,833 65,882
Addition HE e 15,500 (15,500) = S =
Gainfllosses) included in Az 2 zs/
profit or loss (B8 (732) 422 = 422 (19,127) (19.437)
Amortisation of defered ~ EXLEHANEZ
day one gain B 53 o 1,636 1,636 & 1,636
Return of capital BREH 3 i < e (38,507) (38,607)
As at 30th June 2019 RZZ-NF
~NAZ=TH 317 15,922 (13,864) 2,058 7,199 9,574
Gain included in profit FTABEZ
or loss W& = = = = 2,600 2,600
Amortisation of defered ~ EXEHANEZ
day one gain B = 2 2,788 2,788 = 2,788
Return of capital ENEE & z = 5 (1,446) (1,446)
Asat 31st December 2019 R=Z—A%F
TEEE=E 317 15,922 (11,076) 4,846 8,353 13,516

EFREXLCEBER LA
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(Continued)

4.1 Financial assets and liabilities measured at fair value (Continued) 4.1
(i) Fair value hierarchy (Continued)
Notes: (Continued)
(b)  The valuation techniques and key inputs used
for contingent consideration receivable in
Level 3 fair value measurement at the end of
the reporting period are as follows:
Valuation Significant
techniques unobservable input
HERE ERATUEHERAE
Contingent Discounted cash Expected net loss
consideration flow approach
receivable
BURHARE HRBEEREE R EE

TRIT A2 AV ERFEE)

BAVEABEZEREERABGE

(i)

BEZR (%)

fsE - ()

(b)

Range

gE

REREHIR - BUREAR
BE=ZMIFEFERE
BzEEREREEEHA
IR -

Discount rate

BB =

The fair value of the contingent consideration
receivable represented the profit guarantee
in relation to the adjustments to the
consideration from the acquisition of AP
Group Investment Holdings Limited (“AP
Group") as detailed in Note 8.

As at 31st December 2019 and 30th June
2019, the contingent consideration receivable
is determined by reference to the financial
statements of AP Group and its subsidiaries
for the years ended 31st December 2016
and 2017, in which the consolidated results
showed a net loss position. As at 31st
December 2019 and 30th June 2019, it was
estimated that a 5% increase or decrease
in the expected net loss of AP Group while
holding all other variables constant would not
significantly affect the value of contingent
consideration receivable.

Universe Entertainment and Culture Group Company Limited

Interim Report 2019/20

Expected loss of HK$1,875,845
(as at 30th June 2019: HK$1,875,845)

TEHAE5 181,875,845/ 7T
(RZF-AFE~A=FAH:
1,875,845 7T)

100% (as at 30th June 2019: 100%)
100%(R=E—NEAXA=FA:

100%)

B HAREORFERE
HHWEEH EERRE
RAm(EHEEDHR
ERBRABENGMRE
iN{iEsRcE=S

T e
—BEREZE—hFAA=
+B  EBRSKARETR
BEHEBEEWBAQR]
BE-_Z—FRFER_F—
At ap =5 =ar= =ik
FEUBRE (EPEE
¥BEENFEBRRE
E-R=_E—h&E+=A
=t+t—HBEZZE—AEAX
BA=+8  BREAEEM
BEEFITE B EH
EEBEHFEB AT
5% T EREFER

WRAREREE -



4.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 4,
(Continued)

41 Financial assets and liabilities measured at fair value (Continued)
(i) Fair value hierarchy (Continued)

Notes: (Continued)
(b)  (Continued)

As at 31st December 2019, it was estimated
that a 5% increase or decrease in the
discount rate used while holding all other
variables constant would decrease or
increase the carrying amount of contingent
consideration receivable by Nil or HK$725,000
(as at 30th June 2019: HK$NIl or HK$725,000)
respectively.

The movements during the period/year

TRT A2 A FERFE )

41 BRAFEFEZEREERAGEGE
M AFEERE)
fsE - ()

b) &

R=ZTE—h&E+=-A=+
—B - WETBEMmE e
BAE  FiERCBRR
EIMFR Db %A E
58 B sk R RE 2 BR
EE S BR85S
7£8k725,0008 T(R=-F
—NEXNA=+H BB
JLE725,000587T) °

FZEE=—MAVEFEZ

in the balance of these Level 3 fair value RN FERESD
measurements are as follows: 158
Unaudited Audited
Six months
ended Year ended
31st December 30th June
2019 2019
RIBERZ KEZ
BE-Z—-hE #HE-Z-IF
+=BA=+—H ~A=1+H
1ER<EA IFEE
HK$’000 HK$'000
FET FHET
Contingent consideration ERRANRE :
receivable:
At the beginning of RHE 4
the period/year - 3,796
Total gain included in FFAEEA B
profit or loss - (3,796)
At the end of the period/year RH R = =
Unaudited
For the six months ended
31st December
RCERZ
BE+-HA=+—HLXEA
2019 2018
—E-hEF —ZE_—\F
HK$'000 HK$'000
FET FHT
Total loss included in profitor ~ BLREHIRIEZE 2 EE

FAABRRZBER

loss for assets held at the end
of the reporting period

EFREXLCEBER LA
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(Continued)

4.1 Financial assets and liabilities measured at fair value (Continued)

(i) Fair value hierarchy (Continued)

Notes: (Continued)

(c)

The valuation technigues and key inputs used
for contingent consideration payable in Level
3 fair value measurement at the end of the
reporting period are as follows:

Valuation
techniques

fHERE

Significant
unobservable input

BEXTUBERABE HE

TRIT A2 AV ERFEE)

41 BATFEEZEREERABEE
il A~FEERGE)

BisE : ()

(©) RMEHR - EBEIAR
BE=ZMIFEFERE
BzEEREREEEHA
IR -

Range

Contingent Discounted cash Expected net loss
consideration flow approach
payable

ENSARE HRAGREE R EE

The fair value of the contingent consideration
payable represented the profit guarantee
in relation to the adjustments to the
consideration from the disposal of AP Group
as detailed in Note 21.

As at 31st December 2019 and 30th June
2019, the contingent consideration payable
is determined by reference to the financial
statements of AP Group and its subsidiaries
for the years ended 31st December 2016
and 2017, in which the consolidated results
showed a net loss position. As at 31st
December 2019 and 30th June 2019, it was
estimated that a 5% increase or decrease
in the expected net loss of AP Group while
holding all other variables constant would not
significantly affect the value of contingent
consideration payable. The amount would
become payable once the actual results of
AP Group is finalised and no discount factor
is applied to the amount. As a result, no
sensitivity analysis for the period ended 31st
December 2019 and year ended 30th June
2019 was disclosed for the impact of changes
in expected net loss and discount rate.

Universe Entertainment and Culture Group Company Limited

Interim Report 2019/20

Expected loss of HK$1,875,845
(as at 30th June 2019:
Loss of HK$1,875,845)

1B RiE181,875,845/8 70
RZZ—NFAA=1+AH:
[5181,875,8457% 1)

ENRARENAFER
BEHEEHEENRE
ARABSFRE - N
BEE21 56t o

RZF-—hE+=-A=+
—BRZZE—NFEARA=
+B  BRKAKREDR
BEEHEBERENB AT
BE-_ZT—FRFR_ZF—
T e i | B [
FEFERR(EFERE
¥BEENFEBRRE
Ee-R=ZTE—N&E+=A
=E+t—BE=Z—A%E~
A=+H8  BEMEEM
BERAFTE  HHEH
EEBEHFEB AT
5%l T EREFERE
NHAREBHER - —B
EEEHEETRES -
ZeBHEAXN B%E
BATER - At - WiE
RIEHFEEEZS MR
Ry VEWBEBE_T—
NE+=ZA=+—R8 15
BMEEZE—_ZT—NENA
=StHRLEFEZHRES
T o



4.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 4. RI BN EEGE)
(Continued)
41  Financial assets and liabilities measured at fair value (Continued) 41 EBEAFEFEZERMEERBEE
(i) Fair value hierarchy (Continued) (i) RNFEERGE)
Notes: (Continued) st : (88
(c)  (Continued) © &
The movements during the period/year ZEEF=HATEFEZ
in the balance of these Level 3 fair value BHNE/ FRE8HW
measurements are as follows: T
Unaudited Audited
Six months
ended Year end
31st December 30th June
2019 2019
RGEX EEZ
BZEZ-_Z-h&E #HE-_Z—NF
+=HA=+—H NAZ=+H
1ER1E B HFE
HK$'000 HK$'000
FE T FHET
Contingent consideration BASHARE :
payable:
At the beginning and at FER F 9
the end of the period/year B FR (20,400) (20,400)
Unaudited
For the six months ended
31st December
RIEER
BZ+=-A=+—HI~HEA
2019 2018
—E-NE NS
HK$'000 HK$'000
FET FHET
Total loss included in profitor ~ BLBREHIRIEG Z
loss for liabilities held at the BEMABRZ
end of the reporting period BB B - =

(d)  The financial assets at fair value through
profit or loss classified under Level 3 of the
fair value measurement hierarchy represent
investment in listed equity securities
suspended from trading.

d SDERQFEFEERSE
=RETERBRERAF
BEARZEREERER
ThAZEHF(BEEEER)
ZIRE -
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4, FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 4. £RI BN FEEGE)
(Continued)
4.1 Financial assets and liabilities measured at fair value (Continued) 41 BAFENEZCREERBEGE
(i) Fairvalue hierarchy (Continued) (i) D FEER(E)
Notes: (Continued) MisE : (88)
(d)  (Continued) @ &
The fair value of those equity instruments ZERmTAZATET)
is mainly valued based on Guideline Publicly TERESI AR H AR
Traded Company (the “GPTC") method (ME3IRAXRZRRAE
whereas the key inputs to the valuation EITHE  BEZAET
models include the market multiples, share HERL 2 = E@ A SR
prices of similar companies that are traded BREREAHMBSETRS
in a public market and discount for lack ZEBEAR TS EE
of marketability. The discount for lack of IR (B R R = M5 AT
marketability used are unobservable input. ZHiE - TRz B®RE=™
As at 31st December 2019 and 30th June SUERMEZ TR AT #
2019, if any of the significant unobservable REAHBE - RZ=ZT— N
input above was 5% higher/lower while all F+-A=t+—HBEK=F
the other variables were held constant, the S =7 p e e M
changes in fair value of the listed equity AR E KA 2R A
security would not be significant to the Group. HIRIR D /R IE5 % i FT
BHEHMESHEFTE - A
TR AFERZ AFEE
PHAEEmMSYTE
* o
The movement during the year in the balance ZE=MAFEFEES
of these Level 3 fair value measurements are RERZEBIT -
as follows:
Unaudited Audited
Six months
ended Year ended
31st December 30th June
2019 2019
RIEER EEZ
BZE-_Z—-h&E #HE_Z—NF
+=B=+—H ~NA=1+H
1ER1E B IEFE
HK$'000 HK$'000
FET FHET
Listed equity security suspended ETRAES
from trading (BEEFEER)
At the beginning of RH A
the Period/year 8,691 9,465
Transfer from Level 1 EBREEE & = 1,791
Total loss included in FFAEEZ
profit or loss EiiE4asE - (2,565)
At the end of the year RER 8,691 8,691
Unaudited
For the six months ended
31st December
RBEZX
BE+-A=1+—-HLEAEA
2019 2018
—ZE-NF —E-N\F
HK$’000 HK$'000
FET FHET
Total loss included in profit or REEHR
loss for assets held at the BHEZEEA
end of the reporting period t=Enwd) spi=FCE] - =
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FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
(Continued)

42 Financial assets and liabilities at other than fair value

The carrying amounts of the Group's financial instruments
carried at amortised cost are not materially different from
their fair values as at 31st December 2019 and 30th June
2019.

SEGMENT INFORMATION

The Group manages its businesses by divisions, which are
organised by business lines (products and services). In a manner
consistent with the way in which information is reported
internally to the Chairman of the Company, being the Group's
chief operating decision maker (“CODM") for the purposes of
resources allocation and performance assessment. The Group
has presented the following reportable segments.

During the year ended 30th June 2018, the Group ceased its
business in securities brokerage and margin financing which are
classified as discontinued operations for the year ended 30th
June 2018. Further details of the cessation of the business in
securities brokerage and margin financing are set out in the
note 26 to the unaudited condensed consolidated financial
statements.

Continuing operations

= Video distribution, film distribution and exhibition, licensing
and sub-licensing of film rights

= Trading, wholesaling and retailing of optical products and
watches products

& Leasing of investment properties
= Securities investments

o Money lending

" Entertainment business

o Financial printing services

Discontinued operation

= Securities brokerage and margin financing

TRT A2 A FERFE )

42  ABEUAAVFEIEZERMEENAR

REHZRBHERAAKZeMIAZ
REEHEAR-_T-AF+ZA=T
—BR=_F-NAERA=THZAF
EZRTK -

DEHER

AEBIRIME D EREER - MEPFIRE
BEMERBE)RY - LWERERSERE
RFERARBERE(AAEBREELERSE
E((XxEEBBARE]D))ABLEFRER T —
B2HR - AEEBEE2FA T 2D -

HE_ZE-N\FRA=TRHILEE Ft&£H
BIEREE=ZT— )\iﬁﬁ*ﬂ-atifg’ﬁ
BAERIEKEXEBNESF K LERITERE
¥  BFRRIEBFCLERITRBEERN
HE—SHBIRNACEZHPREATBHRE
BI5E26 °

ii*i(«@%ﬁ%
= BRI BRETREE  RER
BIRETRE

% REEMMNERERES  RLBERT
&

= HEKREYE
- ERRE

- KE

- REEH

- HRERIBRTS

BERIEREERTR
. BEBHRLELFFRRE

EFREXLCEBER LA
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b SEGMENT INFORMATION (Continued)

Information regarding the Group’s reportable segments as
provided to the Group's CODM for the purposes of resources

5. ZOHERGE

RUTAEBETELERREREERDE
Moy BRI Z A ERE A 2 3,0 & & FL #

allocation and assessment of segment performance is set out FR o
below.
2019
Z2-NE
Continuing operations Discontinued operation
REGEER BAILEEEH
Video
distribution,  Trading,
film wholesaling,
distribution and
and  retailing of
exhibition, optical
licensing  products Securities
and sub- and  Leasing of Totalfor  brokerage  Total for
licensingof ~ watches investment  Securities  Money Entertainment Financial continuing and margin  discontinued
filmrights  products properties investments lending  businesses  printing Elimination operations  financing  operation  Total
#8367 ERERR
EYROR  ERER
H#BER 85 #% B RESE BR0LR BALLE
BREYRE  RBE RENE EERE  HE REXK  HEDR ¥ EBAR RRME  EEAT A
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
Tén TR TR Thn TR Térx THErn TER Tn Tn Tén TER
Forthe sixmonthsended ~ HZ=F-NE1=R
315t December 2019 =t-RiE~ER
(Unaudited): (REEH)
Segment revenue Al
Disaggregate by timingof ~ EEHARHENE
revenue recognition i
~Point in time Bt 192,804 24,045 o o = 95 = - 21694 1 1 216345
- Overtime - R S = = = = - 268 = 2,681 = - 2681
-Revenue outof scopeof - BB EREES
HKFRS 15 155882
Wa - - 570 - 4058 - - - 4,628 - - 4628
External revenue i 192,804 24,045 570 - 4,058 9% 2,681 - 224,253 1 1 224,254
Inter-segment sales PRHEE - - - = = = 293 (293) = = = =
192,804 24,045 570 - 4,058 95 2974 (293) 224253 1 1 224,25
Segment results PREE 62,665 6,889) 4“7 (78)  (8556) (618)  (3427) 43544 935 935 44479
Amortisation of defered day ~ BERLFTASBI AL
one gain in respect of EEERYE
derivative financial
instrument 2,188 - 2188
Fairvalue change of other ~~ BBEARATE
financial assets caed of  ABZEEE
fair value through BEIATEES
profit or loss 2,600 - 2600
Finance income HBRA 472 = 4
Share of losses of associates ~ HMEEEAFEE (1,085) - (1,089)
Unallocated corporate APRLERT
expenses (5,793) - (579
Loss before tax BhAEE 42526 935 43461
I I
Asat31st December 2019 R=ZF-A%+=A
(Unaudited): =t+-B(REEK)
Reportable segment assets  T2HAHEE 410,99 34,845 31,493 8691 43861 5,650 8,822 544,358 7549 7549 551,907
Reportable segment EEE VL
liabilities 251,901 19,324 342 - - 10,803 4,587 286,957 m 719 281,736

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20



5. SEGMENT INFORMATION (Continued) 5. AEEMGE)
2018
“3-)\F
Continuing operations Discontinued operation
b e BABERH
Video
distribution,
film Trading,
distribution  wholesaling,
and and
exhibition, retaiing
licensing o optical Securities
and sub- productsand  Leasing of Totalfor  brokerage Total for
licensingof ~ watches investment  Securiies  Money  Entertainment  Financial continuing  and margin ~ discontinued
fimrights ~ products  properties investments ~ lending  businesses  printing  Elimination ~ operations  financing ~~ operation Total
BE%T  REERR
SPEAR  BEER
He - BER 85 #E i HEmE BHEER BALEE
EREYhE REE  REME ERRE  HE REXE B B #BAM  FRRE  FBed 4
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
Thn Thn Fhn Thr TR Thn AL Thn Thn Thn Thn  TAx
Forthesixmonthsended ~ BZ=F-\§1=f
31st December 2018 =t-HiE~ER
(Unaudited): (REEH)
Segment revenue ARk
Disaggregate by timing of ~ REEARHERE
revenue recognition i
= Point in time - B 5,039 16,023 g R e 1,699 = ¥ 22,761 1 1T 2762
- Overtime -BRE £l = = 2 - = m = M = > m
~Revenue outof scopeof - EAHEHEE]
HKFRS 15 F1558EN
Wi B o 544 - 4eu = S - 5238 E 5130
External revenue Sl 5039 16,023 544 - 45w 1,699 m S TR 1 1 2821
Intersegment sales ABREE & o c 3 5 = 463 (463) 3 3 = =
5039 16,023 544 = A6 1,699 3% 463) 2821 1 1T 820
Segment results PPEE (12.438) (3411) 413 (1302 1,797 25 3,635) (18,551) (3438) (3438)  (21,989)
Fairvalue change onother ~ EBEHRATE
financial assets at fairvalue A ZEfB 48
through profitor loss BEIATEEY (17,347) - (17347
Finance income BB 1,546 - 156
Share of losses of associates ~ HEBFE A AR 499) - %)
Unallocated corporate AORLERT
expenses (10453) - (10483
Loss before tax RitaIEE (45,304) (3.438)  (48,742)
I I
As at 30th June 2019 RZB-RERA=TR
(Audited): (&&#) :
Reportable segment assets  T2RABEE 385,615 23412 31,488 8691 59922 5497 4,846 519,471 13,736 13,736 533207
Reportable segment EES: i
liabilities 287519 6,679 229 S = 7238 2184 303,849 818 818 304,667
EFRENLCLEEBERAA

ZE-NIZEFERBRE
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SEGMENT INFORMATION (Continued)

Management monitors the results of the Group's operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment
profit/(loss), which is a measure of profit/(loss) before tax
from continuing operations. The profit/(loss) before tax from
continuing operations is measured consistently with the Group’s
profit/(loss) before tax from continuing operations except that
amortisation of deferred day one gain in respect of derivative
financial instrument, fair value change on other financial assets at
fair value through profit or loss, finance income, share of losses
of associates and unallocated corporate expenses.

Segment assets exclude unallocated other intangible assets,
interests in associates, other financial assets, unallocated loan
receivable, unallocated cash and cash equivalents, deferred tax
assets, loan to an associate, amount due from an associate,
contingent consideration receivable, tax recoverable and other
unallocated corporate assets as these assets are managed on a
group basis.

Segment liabilities exclude tax payable, deferred tax liabilities,
contingent consideration payable, amount due to an associate
and other unallocated corporate liabilities as these liabilities are
managed on a group basis.

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20
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CAPITAL EXPENDITURES

6. BEARBEX

Unaudited
For the six months ended 31st December 2019
REEY
BE-2-NE+tZA=t-HLAEA
Property, Other  Film rights
plantand Right-of-use  Investment intangible and films
equipment assets properties assets  in progress
VERE: Hity FIER
k& EREZE RENF BYEE HEHZEY
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThR TERL THET TERT TERL
Net carrying amount at RZE-NnE~A=+A
30th June 2019 JREFE 4,649 - 31,460 2,387 235,304
Impact on initial adoption of NIRME BB REER
HKFRS 16 (Note) £16% < Z2 (ff3t) (9) 20,384 = = =
Net carrying amount at RZB-NEtA—-AYZ
Tst July 2019 REFE 4,640 20,384 31,460 2,387 235,304
Additions E 2,289 6,356 - - 32,643
Depreciation and amortisation TERER (1,347) (5,820) = (73) (35,997)
Adjustment for lease modification  EHE 2 A% - (355) - - -
Currency translation difference ~ E¥HEZH (8) (44) - - -
Net carrying amount at RZZ-NF+=A
31st December 2019 =t-BZEERHE 5,574 20,521 31,460 2314 231,950
Unaudited
For the six months ended 31st December 2018
RBEG
BE-T-\Et-B=t-Hi AR
Property, Other Film rights
plantand  Right-of-use Investment intangible and films
equipment assets properties assets in progress
ERR T £ EFHRER
R RREEE REME BYEE SR E¥
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL TiEx THER THET T
Net carrying amount at RZZ-\EtA—H
Tst July 2018 ZEHEE 5,705 & 29,360 2,535 80,603
Additions AE 1,207 = " £ 17,024
Depreciation and amortisation FEREE (1,505) x = (74) (267)
Disposals & 82) Z = = 9,332)
Currency translation difference ~ SHKEEH (14) 5 = = =
Net carrying amount at RZB-\E+=A
31st December 2018 =t-HZEEHE 5,311 = 29,360 2,461 88,028

Note: The Group has initially applied HKFRS 16 using the
modified retrospective method and adjusted the opening
balance at 1st July 2019 to recognise right-of-use assets
relating to leases which were previously classified as
operating leases under HKAS 17. (See Note 3)

i : AEE RN REETERLEERAE
BB REERNE165E - WHER -
Z-NFELA - BZBIER - AT
REBHEZEREEE  ZSHE
ERMAERBEERFE 1R TED

REEHE

o (RHEE3)

EFREXLCEBER LA

—E-NISEFERHRE

39



40

CAPITAL EXPENDITURES (Continued)

6. EAFXGEE

The valuation of investment properties carried at fair value was RZE-NF+ZA=+—8 EFHEAR
reassessed as at 31st December 2019 by the Directors using —E-NAFNAZTHAEEB LGB
the same valuation technique used by the Group's independent THERFAZEREERE @ HiRATE
valuer when carrying out the valuation as at 30th June 2019. The NRZIEEMEZHBEELER - EEMH
Directors estimated that the fair value as at 31st December 2019 i - AFEFTZA=T—HZRA¥EH
was approximately the same as the fair value as at 30th June —E-NFAAZTHZAFERE -

2019.

The fair value measurement information for these investment ZEREMERBEBVBREERFE135%

properties in accordance with HKFRS 13 is given below.

Fair value hierarchy

2 AVE BARFIRTX -

Unaudited
Fair value measurement
at 31st December 2019 categorised into

RBEX
ATETE
AFEER R-ZB-hE+=-A=+—HEH
Quoted prices Significant
in active other Significant
markets for observable unobservable
identical assets inputs inputs
HEEERE
TERMISH HhE X BART
B AEE@A BR@A
(Level 1) (Level 2) (Level 3)
(E—H (E=® (B=#)
HK$'000 HK$'000 HK$'000
FET TERT FTHET
Recurring fair value LEMEANFEE
measurements
Investment properties WEYE
- Residential — Hong Kong -FE-FF = = 31,460
Audited
Fair value measurement
Fair value hierarchy at 30th June 2019 categorised into
KB
AFEH &
ATEEER RZZBE-NERA=ZTHER
Quoted prices Significant
in active other Significant
markets for observable unobservable
identical assets inputs inputs
ERE ETE
V& B T 3% HfhEX BEARA
HiE AIER I A BRE A
(Level 1) (Level 2) (Level 3)
(E—H (B=#) (=%
HK$'000 HK$'000 HK$'000
FET FHT FHT
Recurring fair value KEEAFETE
measurements
Investment properties REYE
- Residential — Hong Kong -FE-FF = b 31,460

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20



CAPITAL EXPENDITURES (Continued)

During the six months ended 31st December 2019 and the year
ended 30th June 2019, there were no transfers between Level 1
and Level 2, or transfer into or out of Level 3. The Group's policy
is to recognise transfers between levels of fair value hierarchy as
at the end of the reporting period in which they occur.

Investment properties which have fair value measurement use
significant unobservable inputs (Level 3).

B (8
REBEE_Z-—AF+-A=+—HIXEA
MBE_Z-NFARA=THILFE  £—
MEAFE R ELEEE - TEERAE=
RFAFE=RERL - FEBZBRRRE
EZREPRERSATFEERKTFZMZ
-

ERERTABEH A EAFENRED
F(E=A -

Unaudited Audited
Six months
ended Year end
31st December 30th June
2019 2019
RGEZX EEZ
BE-Z—h§F BHEZZ—NF
+=H=+—H NA=1H
1ER1E A EFE
HK$’000 HK$'000
F#ExT FHET
At the beginning of the period/year RE 4 31,460 29,360
Fair value change NEEZE = 2,100
At the end of the period/year WE R 31,460 31,460

The fair value of investment properties located in Hong Kong
is determined by direct comparison approach with reference to
recent sales price of comparable properties on a price per square
feet basis, adjusted for a premium or discount specific to the
quality of the Group’s properties compared to recent sales on
the comparable transaction. Higher discount for lower quality
properties will result in a lower fair value measurement.

NRBBZREMEZ AFEDNEREEL
BORETE  RESENHLEYERETYS
REBERAHEZAHNERE - AOhAEE
VI 8 7 ¥ (B ST i (BRI B AT L 88
EXZLBABMEL AR - REERWE
ZHBEES  TEERBREZAFEAEH
=

EFREXLCEBER LA
—E-NISEFERHRE
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7. INTERESTS IN ASSOCIATES/AMOUNT DUE FROM/TO AN 7. REZEQAT R FEWFES — B

ASSOCIATE ENEZFIE
(a)  Interests in associates (a) PREERRZER
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RECEX KEZ
R-B—-hE R-_E—h&F
+=A=+-8 ~A=t+A
HK$°000 HK$'000
FE T FHT
Cost of investments in associates, REBE RRZA -
unlisted JEET 42,314 42,314
Share of post-acquisition profits FE (R U B 1855 A 1,197 2,282
Less: Accumulated impairment loss A BEOREEE (38,758) (38,758)
Less: Dividend received o Bl E (4,753) (4,753)
- 1,085
(b)  Amount due from/to an associate (b)  FEMTFE(T—FREEEE QA2 FIE
The amount due from/to an associate is unsecured, B A —HEBE AR RIEEE
interest free and repayable on demand. The balance is B DNETENREBRERER - 246
denominated in Hong Kong dollars and approximate to its BIABTIHEREEAFERE -
fair value.
8. CONTINGENT CONSIDERATION RECEIVABLE 8. REWHAKE
The fair value of the contingent consideration receivable ERSIAREBZ AFEREARBEEZE S —
represented the profit guarantee in relation to the adjustments FRAZTHLEFERBEHER I REZ
to the consideration from the acquisition of AP Group during AREA B FIERGEER T XHIEEM) - /&
the year ended 30th June 2016 as detailed in Note (i) below. WA ARBIRBERRZATEFE - &
Contingent consideration receivable is measured at fair value at WS AREAFEZZEHT -
the end of the reporting period. The movements of the fair value
of contingent consideration receivable are as follows:
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RISEXK BEZ
R=—ZT—h#&F R=ZT—hF
+=A=+-—AH ~A=1+A
HK$'000 HK$'000
FE T FHET
At fair value: BRAFELTE
At beginning of the period/year REEA = 3,796
Fair value change NEEEH = (3,796)
At end of the period/year WELFER = =

42 Universe Entertainment and Culture Group Company Limited
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8.

9.

CONTINGENT CONSIDERATION RECEIVABLE (Continued) 8. BWHAREGE
Note: BI5E -
(i) Adjustment to the consideration (i) REZFHE
Pursuant to the sale and purchase agreement entered in BERUBEHEBRIILZEEH
relation to the acquisition of AP Group, in the event that EMEMEEE T —A~F—A—
the audited consolidated profit after tax of AP Group for EEeeel —ameaa e B S qnei(s
the period from 1st January 2016 to 31st December 2017 I 2 EEZBRREBEE R DR
is less than HK$16,000,000, the vendors shall, and the 16,000,000/8 7T * A E 5 e R IER AE
guarantors shall procure the vendors to, pay to the Group REBAFBBETRARAANER M
the adjustment amount (the “Adjustment Amount”) in ARcHE(HAESRE]D
accordance with the formula set out below:
A = HK$20,400,000 — (NP/2) x 5 x 51% A=20,400,0007 7T - (NP/2) x 5 x 51%
Where: Hr
“A" means the amount of Adjustment Amount in HK$; [AIFEAB A AR B 8UE
and P53
“NP" means the net profit for the period from 1st January INPIEEE=ZE—"F—A—BR=_
2016 to 31st December 2017. Where the NP is a negative T—tF+-_A=+—RHLEBHEZH
figure, NP shall be deemed to be zero. AMFRE - WmfFEAEE AT
FREBWARES -
The fair value of the contingent consideration receivable BWKARER=_T—NFE+=_A=
as at 31st December 2019 and 30th June 2019 are based T 9 e 2 e o G T F 74
on the valuation performed by the Directors. Details of fair TEDERESFETZHEEE - A
value measurement are set out in Note 4.1. FEFENFIBERNHEL -
OTHER FINANCIAL ASSETS 9. HittemEE
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RIGEX EEZ
R-B-hF R_ZT—h&F
+=ZA=+—H ANAZ=1H
HK$’000 HK$'000
FET FHT
Financial assets measured at fair value EBREZBAFEARZ
through profit or loss SEEE
- Unlisted investment funds - JELTREES 317 317
~ Unlisted limited partnership -ELETAERAGELE 8,353 7,199
- Derivative financial instruments -PTESMT A 4,846 2,058
13,516 9,574

EFREXLCEBER LA
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10.  ACCOUNTS RECEIVABLE 10. FEURERRR
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBEX EEZ
R-B—-h&E RZT—hIF
+=H=+-—H NAZ=ZTH
HK$’000 HK$'000
FET FHET
Accounts receivable arising from BHLLERITEMEEL
securities brokerage and margin EEZEWRX :
financing business:
- Clearing house, brokers and -BEA BRRBESEF
cash clients 16 20
Less: Impairment loss A REER - N
Net SRR 16 20
- Margin clients -HREF = 1,500
Less: Impairment loss A OREEE - (1,500)
Net FEE - -
16 20
Accounts receivable arising from HthEREE 2 EWERK :
other businesses:
Accounts receivable — others FEUERR — Efth 90,422 16,313
Less: Impairment loss B REEE (5,172) (5,172)
R e oy sl I T N e . ... .. ... Mhded
Accounts receivable — net EUWERER - F58 85,266 11,161
The carrying amount of accounts receivable approximates to FEUWERZ RAEREAFEES -

their fair values.

Notes:

(a) Accounts receivable arising from clearing house, brokers

and cash clients

As at 31st December 2019, the ageing analysis of the
accounts receivable from clearing house, brokers and cash
clients which are past due but not impaired as of the end

G

@ REEER KLERBASEFPNER

BRK

RZF-—AF+ZA=+—8 RRK
SHRBMERREORKEER
B hkReBPOEKRKKREK DT

of the reporting period was as follow: a1
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBEX BEZ
R-B-hF RZZT—NF
+=—BA=+-—H NA=1H
HK$'000 HK$'000
FET FHT
Neither past due nor impaired I AR 78 B Rt (B - =
Less than 1 month past due #E LR 1MER - =
More than 1 month past due # BRER A 118 A 16 20
16 20

Universe Entertainment and Culture Group Company Limited
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10.

ACCOUNTS RECEIVABLE (Continued)

Notes: (Continued)

(a)

Accounts receivable arising from clearing house, brokers
and cash clients (Continued)

The normal settlement terms of accounts receivable from
clearing house, brokers and cash clients, which arise from
the securities brokerage and margin financing business,

10.

FE s B ()

GEX

(a)

(®)

KEREEM
R ()

BRERBRSEPHER

BFELRAIRBEEGEL ZREK
%Zﬁﬁ RERB2EPERZ R
HBEHRAR %EI?%:?ﬁEIVWFMSZL%@

are within two days after trade date. Accounts receivable EEPEREFNEEHRIZEREE -
from cash clients are repayable on demand subsequent to
the settlement date.
Accounts receivable arising from margin clients (b) BREPEA 2 EWER
Accounts receivable from margin clients, which arise from K EBHEL &ﬁ)?éﬁﬂﬁ X H R
the securities brokerage and margin financing business, FREFEANGEARKERE
are repayable on demand subsequent to the settlement e
date.
No ageing analysis of the accounts receivable from margin HRARBEEZRR  ERNFERE
clients is disclosed as in the opinion of the directors of ER2EBME  RROWAEEER
the Company, the ageing analysis does not give additional FIMEE  MUERERITFREPEK
value in view of the nature of the business in margin FIE BT IRE DT
financing.
Accounts receivable arising from other businesses (c) PREHM R FEWARK
As at 31st December 2019, the ageing analysis of the T e e T = Tl =] S S R
accounts receivable arising from other businesses, based %%Fizgﬂﬂlﬁﬁmﬁzﬁ‘ HHEIZ73
on invoice date was as follows: IRECDTAT
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RICERZ KEZ
R-B-hE —T-NEF
+=A=+-—H ~A=+AH
HK$’000 HK$'000
FET FAET
1 to 90 days 1HZE90H 3,108 8,693
91 days to 180 days 91HZ180H 80,126 262
Over 180 days 1808 A Lk 2,016 2,186
85,250 11,141

Sales of videogram products are with credit terms of 7
days to 60 days. Sales from film exhibition, licensing and
sub-licensing of film rights are on open account terms.
Sales from trading and wholesaling of optical products
and watches products, and provisions of financial printing
services are with credit terms of 0-90 days. Sales to retail
customers are made in cash or via major credit cards.
The Group has policies in place to ensure that sales of
products on credit terms are made to customers with an
appropriate credit history and the Group performs periodic
credit evaluations of its customers.

HESRBREMZEERAR7TAECR -
BRI - RERBREXREZH
EHURRTEAETT - REEMNE
REME S RHLE 2 HE N RIRHY
EENRIBRTS < EEEIAR0E90H & o
MEEREFPHEOURESTEARER
TZERARET - ARBEDHEREK
BREMHEEEEHNIRNAGRIEFE
RRSFNEFIEL  AEEHERP
EITEHREERE
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11.  DIVIDENDS

Unaudited
RBEZX
For the six months ended
31st December

BE+t-A=t—HLXER

2019 2018
—E-hF —ZT-N\&F
HK$’000 HK$'000
FET FHET
Special dividend declared and paid of BBk RIKEFR.IBITTZ
HK$0.3 per share (notef(i) R BI R 2 (B ) = 271,990

Note: MIsE -

(i)~ On 17th September 2018, it was proposed by the Board i) RZZE-—NFNLA+tH EFeg
and approved by the shareholders at the special general FEBRRNBREFR ARG L& : ()
meeting that: (i) the amount standing to the credit of the #7282 &) BR 0 ) (B BR A R FE IR
share premium account of the Company be reduced by 893,345,000/ 7t (i) D & EER
HK$893,345,000; (ii) the credit arising from the share EEZERTEBE ARG Z2EHR
premium reduction be transferred to the contributed # RNVEEEEEBHARAEHE
surplus account of the Company; and (i) the Board be AR ERREE2£271,989,682.808 T iR
authorised to make a distribution of a special dividend of LB R A R BRI EFR0.3B T2
HK$0.3 per share up to HK$271,989,682.80 of the amount RIS (T2IR]) °
standing to the credit of the contributed surplus account of
the Company, pro rata to the shareholders of the Company
(“the Distribution”).

The Distribution has become unconditional on 4th October AERZZT—-N\F+ANBEKAER
2018 and was paid on 22nd October 2018. - YER=ZTE-N\F+A=+=H
IR e
12.  LOANS RECEIVABLE FEWE K

Loans receivable from third parties

EWE =TT &R

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RIGEX KEZ
R-B-hEF RZZTE—h&F
+=A=+-—8 NA=1H
HK$’000 HK$'000
FE T FHT
Loans to third parties BRYE=FZ2ER 47,311 66,908
Less: loss allowance o EEEE (2,028) (5,278)
45,283 61,630
The maturity profile of the loans receivable, RIZZIHIR 27! 7 fEUL
based on the maturity date is as follows: EHERAT -
- Non-current - 3ERNHR 1,461 =
- Current - BnHER 43,822 61,630
45,283 61,630

Universe Entertainment and Culture Group Company Limited
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12.

LOANS RECEIVABLE (Continued)
Loans receivable from third parties (Continued)

The credit quality analysis of the loans receivable is as follows:

12.

FEWE =X (%)
ERE=NTEPERME)
RUREFRNEEEZOHINOT

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RICER BEZ
R-B-hF RZZTE—h&F
+=H=+-—H ~NA=+A8
HK$’000 HK$'000
FHET FHET
Unsecured loans AR R E R
Not past due R HR 4,849 23,710
Less than 30 days past due #H D 30H = 5,198
31-60 days past due #mHI31260H = 8,000
Over 180 days past due #HI180H M £ 8,000 =
Secured loans BEBER
Not past due AR HEA 4,462 =
60-91 days past due #HI60Z291H = 30,000
Over 180 days past due #HI180H M £ 30,000 =
47,311 66,908
Less: loss allowance R R BRI (2,028) (5,278)
45,283 61,630

Except for secured loans receivables of HK$4,462,000 which
are denominated in Renminbi, interest bearing and repayable
with fixed terms agreed (as at 30th June 2019: unsecured
loans receivables at (i) HK$909,840 which are denominated in
Renminbi, interest-free and repayable with fixed terms agreed
and (ii) HK$1,000,000 which is denominated in Hong Kong
Dollars, interest bearing and repayable with fixed terms agreed),
all remaining loans receivable are due from third party customers,
which arose from the money lending business in Hong Kong,
and are denominated in Hong Kong dollars, interest bearing and
repayable with fixed terms agreed with the customers.

The secured loans receivables of HK$30,000,000 (as at 30th
June 2019: HK$30,000,000) and HK$4,462,000 (as at 30th June
2019: nil) are secured by second mortgage on a property located
in Hong Kong and investment in a film-in-progress respectively.

The maximum exposure to credit risk at each balance sheet date
is the carrying value of the loans receivable.

All the loans receivable are entered with contractual maturity
within 1 to 2 years. The Group seeks to maintain tight control
over its loans receivable in order to minimise credit risk by
reviewing the borrowers' or guarantors’ financial positions.

Loans receivable are interest-bearing at rates ranging from
8.5% to 18% per annum (as at 30th June 2019: 3% to 18% per
annum).

Interest income of approximately HK$4,058,000 (for the
six months ended 31st December 2018: approximately
HK$4,694,000) has been recognised in “revenue” in the
unaudited condensed consolidated statement of comprehensive
income during the Period.

KA IR E R4,462,0008 T A A B 5
B sFEREBEZETFHEE R =_Z—
NENA=1H : EUREEFEFX()909,840
BILTUARENE  2EREREZEEF
EA{E38 K (ii)1,000,000/8 TTAB TTEHE ~ 5HE
MEmEz BT FHER) N EHRTZE
WE=ZFREFER(BENREEBES)
TIAETTAE At EREERFBEZEE
FHEE -

B A IR E 30,000,000 (R - —Hh
£ =+H : 30,000,000 7T ) 54,462,000
BT ZE—NFAA=1+H : DHRINA—IE
MNREEMENSE WL —BREEFEY
BEEME -

NEEERBERAPZRANGEERRSEYK
B2 BRE(E

PERKERMETSHNEMBE N FI122F
Ao AEBBNEBRMERARERAR
BRI - 55 AR B SR AR RS - 7
K EERBRERE

EWERILNF8.5%Z 18% 2 F F| k&t
BE(R-ZE—LEA=1H : 853%=
18%) °

A B Uk A 494,058,000 7T (B E =T — )\4F
+ZA=+—HLIAEA : £4,694,000%
T ER AR 2 REEZERLE 2 EKE
K2 RFER ©
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13.

14.

TRADING SECURITIES 13. RBMHES
Unaudited Audited
As at As at
31st December 30th June
2019 2019
RIBERZ KEZ
R-B-hE RZT—hF
+=A=+-8 AA=+A
HK$'000 HK$'000
FET FAT
Listed equity securities at fair value BEBRBREATEARZ
through profit or loss ETRAE S
— listed in Hong Kong -REBLETM 8,691 8,691
Trading securities are presented within “operating activities” as RHEBEFTIFTAIE LE@)JIEA*”“%V
part of changes in working capital in the unaudited condensed ARG ERENERNEREEERE D2
consolidated statement of cash flows. —&1p -
As at 31st December 2019 and 30th June 2019, the trading P 71¢+ ﬂ +—BRZZT-NF
securities of HK$8,691,000 (as at 30th June 2019: HK$8,691,000) N h=F (=] 75 #+8,691,0008 7L (A =
represents listed equity securities suspended from trading. T—-NEFEARA= ‘1‘5 8,691,000/ L) & £
The fair value of the listed equity suspended from trading is TRAZSH(BEFEE) - ETREAZSF (B
determined based on valuation techniques and inputs as stated e B R) 2N FETREN S 1) 2
in note 4.1(i)(d). HMEFERBASEET -
BANK BALANCES AND CASH — TRUST ACCOUNTS 14, RITEHRRRE - EERF

The Group maintains segregated trust accounts with licensed
banks to hold clients’ monies arising from its normal course of
business. These clients’ monies are maintained in one or more
trust accounts. The Group has recognised the corresponding
amount in accounts payable to the respective customers in
current liabilities section as the Group is liable for any loss or
misappropriation of clients’ monies. The Group is not allowed
to use the clients’ monies to settle its own obligations. The
trust accounts bank balances are restricted and governed by
the Securities and Futures (Client Money) Rules under the Hong
Kong Securities and Futures Ordinance.

Universe Entertainment and Culture Group Company Limited
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15.

INTERESTS IN JOINT OPERATIONS 15.

The Group has entered into certain joint operation arrangements
to produce and distribute four (as at 30th June 2019: four)
television series, eighteen (as at 30th June 2019: nineteen) films
and one webisode (as at 30th June 2019: one) respectively. The
Group has participating interests ranging from 5% to 90% (as at
30th June 2019: 5% to 90%) in these joint operations. As at 31st
December 2019, the aggregate amounts of assets, liabilities and
profit after income tax recognised in the unaudited condensed
consolidated interim financial information relating to the Group's
interests in these joint operation arrangements are as follows:

NEBEB oS
AEEDUSETAEEBTE  UH &
ERBETNBAR -_ET—NEAA=TH X"
MEREER - +NBRAR=ZZE—NFXNA
=tH: tAH)EFE—BMR=_T—NF
NAZHH  —IPERE c AEERZES
BEERBFEENTL%EIN%(R_E—NF
NAZ1TH 5%E0%) 2L HEER - PN
TZ—hhF+-_A=+—8  BEAEERIL
LR EBRTHZEDZT  ERAEERE
RGPV BENTHRRZEE  BER
BRETS R B R R AsEm T

Unaudited Audited
As at As at
31st December 30th June
2019 2019
REBEX EEAZ
R=—ZB—hE R-_T—N%E
+=H=+—H N ==
HK$’000 HK$'000
FET FHET
Assets BE
Television series right and television series ~ BARE & B ifE M BEF 2
in progress BREEE 5,011 —
Film rights and films in progress BEREREEP 2 EY 46,020 58,502
Film related deposits EX-2: 1l H 9,273 36,429
Accounts receivable and other receivables  JEUBR Ft & E th FE U ZK B 81,108 9,369
141,412 104,300
Liabilities a1
Accounts payable and other payables FE AT BRE R EL Ath B A RRIB 450 6,565
Deposits received BEYET & 3,242 28,309
Contract liabilities aHaE 2,686 72,231
6,378 107,105
Unaudited
For the six months ended
31st December
RECEX
BE+-HA=1+—RHIEAEA
2019 2018
—E—-hEF —EF—N\F
HK$'000 HK$'000
FET FHT
Revenue Wz 189,924 3,653
Expenses ¢33 (106,404) (2,887)
Profit after income tax FR ET1S B8 12 0 7 83,520 766

EFREXLCEBER LA
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16.  SHARE CAPITAL

16. BR=A

Unaudited Audited
As at 31st December 2019 As at 30th June 2019
RIBEZ BEZ
R-ZE-hF RZT—NEF
+=A=+-H ~A=TH
Number Nominal Number Nominal
of shares value of shares value
BRHEE HE GEEE HE
‘000 HK$'000 ‘000 HK$'000
T FTExT Tk FHET
Authorised: VERE ¢
Ordinary shares of HK$0.01 each HAR0.018 Lz EimAk 10,000,000 100,000 10,000,000 100,000
Issued and fully paid: BERETRAR :
Ordinary shares of HK$0.01 each B0.0178 T2 EiER 906,632 9,066 906,632 9,066

Movements in the issued share capital of the Company during
the year ended 30th June 2019 and six months ended 31st

ARRRBE_T—NEFEANAZTHLEEE
rEE_TE-—hF+-_A=+—81<@EA

December 2019 are as follows: WEEITIRAZZHMNT :
Number of
ordinary shares Nominal value
ZRREE HE
Note HK$'000
{iFs3 FET
At 1st July 2018, 30th June 2019, R-ZT—N\EtA—H"
1st July 2019 and “ZT-NAFAA=tH-
31st December 2019 ZE-NEFEA-HEK
e e ] 906,632,276 9,066
(@  On 17th September 2018, it was proposed by the Board @ RZZFE-—NFLA+tH BT

and approval by the Shareholders at the special general
meeting that the amount standing to the credit of the
share premium account of the Company be rendered by
HK$893,345,000. Further details are set out in note 11.

Universe Entertainment and Culture Group Company Limited
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SHARE OPTIONS 17. EBR#E

Pursuant to an ordinary resolution passed in the annual general BER-_E—=F+_A-ARTZRIEA
meeting held on 2nd December 2013, the Company conditionally FRELMBs —BERABER  ARER
approved and adopted a share option scheme (the “Share Option B EMRAE IR E RFE R —BERE
Scheme”) in compliance with the Listing Rules. The Company srEI(TRE MR IEET &) - AR T & ERRIES
operates the Share Option Scheme for the purpose of providing 2 LB AEEEKEEELERMONEE
incentives and rewards to eligible participants who contributed 182 EE TR 2 SRR -

to the success of the Group’s operations.

There is no share options outstanding during the six months REBEE-_ZT—NWEF+-_A=+—HIAREA
ended 31st December 2019 and year ended 30th June 2019. FEEZT-—NFANA=ZTHLEFERER

RATEERBCAE

OTHER RESERVES 18.  Hitbf#E
Reserves
arisingon  Reorganisation Contributed Translation
consolidation reserve surplus reserve Total
RERR
gt BARE Efas EifE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TERL TERT TER TER
As at Tst July 2019 R=E-NE+A—-H 87 60,577 485,360 (341) 546,467
Currency translation difference EHEE - = = 162 162
As at 31st December 2019 RZZ-NE
gl =] 871 60,577 485,360 (179) 546,629
Available-
Reserves for-sale
arisingon  Reorganisation Contributed investment Translation
consolidation reserve surplus reserve reserve Total
FakE AL E
FriRE BARE ESES REGE 3| @8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL AL T Tibn T ThL
As at Tst July 2018 RZE-\EtA-A 871 60,577 = 6,629 (512) 67,565
Impact on initial application of NS RABBHH RS
HKFRS 9 ERIEGRNTE S & - 6,629) 5 6,629)
87 60,577 - S (512) 60,936
Currency translation difference ERER 3 - = = 65 65
Transfer from share premium BEARMEE
(Note 16(al) (P7E16(a)) = S 893,345 = = 893,345
Special dividend paid (Note 11) RIS (HE11) = = (271,990) = = (271,990)
As at 31st December 2018 RIZ-N\%
Tl 871 60,577 621,355 & (447) 682,356

EFREXLCEBER LA 57
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19.

EMPLOYEE BENEFITS EXPENSES INCLUDING DIRECTORS' 19. EERAFX(BREZH)
EMOLUMENTS
The Group operates a Mandatory Provident Fund Scheme (“the ANEBRBREFERHEATELT G AE
MPF scheme”) under the Hong Kong Mandatory Provident EREREGHNRETXENEER Y —HR
Fund Schemes Ordinance for employees employed under the HERTESB((RESF ) - RESE
jurisdiction of the Hong Kong Employment Ordinance. The MPF SAE—TEHHBUSAAETENTERHIGENK
scheme is a defined contribution retirement plan administered P&l - RIERESE BEEREEESH
by independent trustees. Under the MPF scheme, the employer BiR(E BHEBRARS% R EIHE a2 E
and its employees are each required to make contributions to the AU A E30,00078 7T o 584K BNEF 57
plan at 5% of the employee’s relevant income, subject to a cap B -
of monthly relevant income of HK$30,000. Contributions to the
plan vest immediately.
The employees of the Group’s subsidiaries in the PRC are REBRPENKBAREENR2EBHEH
members of a state-managed retirement benefit scheme BUR RIZBERE R RKEHF B - ZEW
operated by the government of the PRC. The subsidiaries are BRABARHF ST R DL RZRIKER
required to contribute a specified percentage of payroll costs to FHEMERAZAEF) o NEEEZEREF
the retirement benefit scheme to fund the benefits. The only FHEIMME —FEAELRTEOMRK -
obligation of the Group with respect to the retirement benefit
scheme is to make the specified contribution.
Unaudited
For the six months ended 31st December
FEBY
BZt-A=t-ALA~fEA
2019 2018
“E-NE FN\E
Continued Discontinued Continued ~ Discontinued
operation operation Total operation operation Total
K& B&L B BALE
BELH BELH st Bk BEEHK @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn Tién T T Tibn T
Wages and salaries TERES 15,877 = 15,877 18,869 1,035 19,904
Directors and staff bonus ESREIRA 13,732 = 13,732 400 = 400
Provision for unutilised annual leave ARERCERE - = = 64 = 64
Write-back of provision for unutilised BORDREREE
annual leave (143) - (143) (43) = (43)
Write-back of provision for long service BORBRESEE
payment (231) = (231) (27) = (27)
Staff welfare BIR/H 444 = 444 304 = 304
Pension costs - defined contributionplan ~ BAKER A - REM53E 1,024 = 1,024 918 76 994
Total including directors' emoluments nEEENS B8 30,703 = 30,703 20,485 1111 21,596
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ACCOUNTS PAYABLE

FEASBRR

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RICERZ KEZ
R-B-hE RZZT—NF
+=H=+-—H ~NA=+H
HK$’000 HK$'000
FET FHT
Accounts payable arising BHLERITEMEEL
from securities brokerage and EEZEMAERM
margin financing business:
- cash clients -HeEF 32 113
- margin clients -HFBREF 506 516
538 629
Accounts payable arising HEKEE Z2ENRR
from other business 17,883 10,192
18,421 10,821

The settlement terms of accounts payable to cash client, arising
from securities brokerage and margin financing business are
within two days after the trade date. Accounts payable to cash
clients are repayable on demand subsequent to settlement date.
Accounts payable to margin clients are repayable on demand. No
ageing analysis is disclosed as in the opinion of the directors of
the Company, the ageing analysis does not give additional value
in view of the nature of this business.

Accounts payable in the amount of HK$782,000 as at 31st
December 2019 (as at 30th June 2019: HK$869,000) were
payable to clients in respect of the trust and segregated bank
balances received and held for clients in the course of conducting
the regulated activities. However, the Group does not have a
currently enforceable right to offset these payables with the
deposits placed.

As at 31st December 2019, the ageing analysis of the accounts
payable arising from other businesses based on invoice date was
as follows:

EFRERARBEZVELZENAESR
FPEREEMATZIHEMANAN - ENRE
EPEFREEARREREER - BENTR
BEPERFIREREER - ARAEERR &
MAEBZMEE - EBRER D T I SR EESD
EBfE - FWEEERE DT -

MEEBTZHREELBRETRBEFP I R
EZEARBYBRITESKNE  R=ZT—H
F+ A=+t HZENRZBREERARRL
St 2 FIBT782,0008 T (R=_E—NLF XA
=+H : 869,000/ 7T) ° A - ANEEIL &
TR &R SR RIB 2 IREE ]
CRTIBTTHE

R=F—NAF+=-A=+—8  &35= A
20 E b R E 2 FEAT BR B BR iR /3 4T 4N
e

Unaudited Audited

As at As at

31st December 30th June

2019 2019

RIGEX KEZ

R-ZB-—hEF RZT—NF

+=—HA=+—H A~NA=1+H

HK$'000 HK$'000

THET FHTT

1 to 90 days 1£290H 15,828 8,080
91 days to 180 days 91H£180H 27 48
Over 180 days 180H A 2,028 2,064
17,883 10,192
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21.  CONTINGENT CONSIDERATION PAYABLE 2. BEEASHARKE

The fair value of the contingent consideration payable ERIKAREBZATFEREEREBE=S—
represented the profit guarantee in relation to the adjustments to +tFEARA=TRLFERAEHEEHEEFA
the consideration from the disposal of AP Group during the year SRE@ TSRO TR 2 B FIRE -
ended 30th June 2017 as detailed in Note (i) below. Contingent NEARERBERRERAFETE - BN
consideration payable is measured at fair value at the end of the KARBZAFEZSHHOT ¢

reporting period. The movements of the fair value of contingent
consideration payable are as follows:

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RCEX EEZ
R=-ZT—h&F RZE—N&F
+=—A=+-—H NAZ=TH
HK$'000 HK$'000
THExT TFHET
At fair value: BRAFEE :
At beginning and end of the period/year RE EMREFXR 20,400 20,400
Note: MIEE
(i) Adjustment to the consideration (i) KREBZHAE

Pursuant to the sale and purchase agreement entered
in relation to the disposal of AP Group, in the event that
the audited consolidated profit after tax of AP Group
for the period from 1st January 2016 to 31st December
2017 is less than HK$16,000,000, the Group shall pay to
the purchaser the adjustment amount (the “Adjustment
Amount”) in accordance with the formula set out below:

A = HK$20,400,000 — (NP/2) x 5 x 51%
Where:

“A" means the amount of Adjustment Amount in HKS;
and

“NP" means the net profit for the period from 1st January
2016 to 31st December 2017. Where the NP is a negative
figure, NP shall be deemed to be zero.

The fair value of the contingent consideration payable as
at 31st December 2019 and 30th June 2019 are based on
valuation performed by directors of the Company. Details
of their fair value measurement are set out in Note 4.1.
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23.

24.

FINANCE COSTS

22.  BAFERLAS

Unaudited For the six months ended 31st December

AEERBET-AZT-BLEAMER

2019 2018
it -3 —3-0\%
Continued  Discontinued Continued Discontinued
Operation Operation Total Operation QOperation Total
b | BAL 8 BRI
Bexy Bexn gt Bexk BEx% &t
HK§'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
Tin TEn Thx ThL ThL Tk
Interest on lease liabilities HEBERS m = m 3 = =
PROFIT/(LOSS) BEFORE TAX 2. BBiADEF (EE)
Profit/(loss) before tax is arrived at after charging: BRELADE R (BB TSk Ty &BES
G
Unaudited For the six months ended 31st December
AEEREZT-A=T-BLAER
2019 2018
ZE-hE “3-\%
Continued  Discontinued Continued Discontinued
Operation Operation Total Operation QOperation Total
KA BRAL BE BRI
HEET b Eh BEsk BELHK @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TR ThT TER ThER TR Fir
Amortisation of fim right BYMiEL B 35,997 = 35,997 27 2 267
Amortisation of other intangible assets AthEVEE 7B 3 = 73 74 = 74
Depreciation of property, plant and % BERRERE
equipment 1,347 - 1,347 1470 3b 1,505
Depreciation of right-of-use assets FREEENE 5,820 = 5,820 = = =
Employee benefits expenses including BEBHFY (RFEESHE)
directors’ emoluments 30,703 - 30,703 20,485 1M 21,5%
Cost of inventories sold EEFERA 16,234 = 16,234 10,269 = 10,269

INCOME TAX CREDIT/(EXPENSE)

The amount of income tax credit/(expense) credited/(charged)
to the unaudited condensed consolidated statement of
comprehensive income represents:

2% FRIEBESR (AR

RAREEZBRGEE 2EEERAFA (0
BIMATEBEE,  FRsOSEMT

Unaudited For the six months ended 31st December
AEEREZT-A=T-BLAER

2019 2018
“E-0E “E-\5

Continued  Discontinued Continued Discontinued
Operation Operation Total Operation Operation Total

KA BAL i BRIE
Bexn Bexn gt ES BEX% e
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
Thr Tén T ThAL THAT i
Hong Kong Profits Tax - current BRHEH - D8 164 = 164 (982) 20 (%62)

Deferred tax relating to the origination RERHEE ELRER

and reversal of temporary differences BERELRE (59) = (59) 47 = 4
Income tax credi/lexpense) s/ (%) 105 = 105 (935) 20 (915)
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25. EARNINGS/(LOSS) PER SHARE
(a) Basic

Basic earnings/(loss) per ordinary share is calculated
by dividing the profit/(loss) attributable to the owners
of the Company and the weighted average number of
ordinary shares in issue during the six months ended 31st
December 2019 and 2018.

(i) Profit/{loss) for the Period attributable to the owners of the

% 8K

=

27,/ (&1#8)

BN
FREBBREARF,(FR) IEER
E-R-NFR-F-N\F+=A=

+—BLERBEAERRFHEE ARG
M, (BB AT 1T 8 B 2 T
BEGTHE -

() AREEFAEEHAGF],

Company (Ei18)
Unaudited
For the six months ended
31st December
RBEX
BZ+=-A=1+—HIL~EA
2019 2018
—ZE-hF —E-N\F
HK$’000 HK$'000
FaxT FHET
Profit/(loss) for the Period AQEHEE ARIEERA
attributable to the owners A, (E18)
of the Company
~ from continuing operations - RERFELE R 42,966 (46,150)
- from discontinued operation - READRIEEER 935 (3,418)
- from continuing and - RERFELER
discontinued operations EEIIF S 43,901 (49,568)

(ii) Weighted average number of ordinary shares in issue

(i)  EETEBRZINEFLE

Number of shares

BRHEE
(in thousand)
(Fi)
2019 2018
—®-NE —B— N\
Weighted average number of HRE 8T Eike
ordinary shares in issue hnE e £
at the end of the Period 906,632 906,632

(b) Diluted

For the six months ended 31st December 2018 and 2019,
diluted loss per ordinary share equals to basic loss per
ordinary share as there was no potential dilutive ordinary
share outstanding during the period.
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DISCONTINUED OPERATION 26, DBRIEKEER

During the year ended 30th June 2018, the Group ceased its HE_T-—\FAAZTRHLEE A£H
business in securities brokerage and margin financing due to AZFREEERVBRBEEMKIEEE
deterioration of operating results and financial performance FROERFEMEER - ERIEKEERZ
during that year. The analysis of the results of discontinued RESWWAT -

operation is as follows:

Unaudited
For the six months ended
31st December

REBEX
BE+-—A=+—HLAKEA
2019 2018
—E-NEF —E—N\&F
HK$°000 HK$'000
FET FHT
Revenue Wz 1 1
Cost of revenue g AR AR - =
Gross profit EH 1 1
Other income H A 35 1
Other losses HihEE (26) (9)
Administrative expenses THRAX (575) (3,475)
Change in expected credit loss EHEEBEY 1,500 34
Profit/(loss) before taxation from REBRIELEEBL 2
discontinued operation BRFL AT A (E518) 935 (3,438)
Income tax credit FrisfisE® - 20
Profit/(loss) for the period from REERIELEEBLKZ
discontinued operation HAREF (E518) 935 (3,418)
Attributable to: LA AL FEMG -
Owners of the Company RAEHEBA 935 (3,418)
935 (3,418)
Net cash flows from discontinued operation are as follows: ERECEEB RS FREWT ¢
2019 2018
—E-hEF —ZT—)N\F
HK$'000 HK$'000
FET FHET
Net cash outflows from KEEBBER RS TR
operating activities 12,789 (5)
Net cash outflows from investing KREEBMER RS
activities - =
Net cash outflows from financing BEEEMERZREFE
activities - (47)
Total net cash outflows FHERLAE 12,789 (52)
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2].

PENDING LITIGATIONS

(a)

A court action was commenced in the Court of First
Instance of the Hong Kong Special Administrative Region
on 17th April 2002 by The Star Overseas Limited (“Star”),
an independent third party, against Universe Entertainment
Limited (“UEL"), an indirect wholly-owned subsidiary of
the Company.

By the above action, Star alleges that a sum of
US$935,872 (equivalent to HK$7,299,799) was payable
by UEL to Star as its share of the revenue of the movie
entitled “Shaolin Soccer” (the “Movie").

Pursuant to an Order (the “Order”) made by the High
Court on 21st February 2003, UEL was ordered and had
paid to Star a sum of HK$5,495,700, being part of the
licence fee of the Movie received by UEL from Miramax
Films (being the licencee of the Movie) and which was
also part of the sum claimed by Star. Pursuant to the
Order, UEL is also liable to pay Star interest in the sum
of HK$350,905 and some of the costs of the application
leading to the making of the Order, all of which have
been settled. As the Order has not disposed of all the
claims of US$935,872 (equivalent to HK$7,299,799) by
Star, UEL is entitled to continue to defend the claim by
Star for recovering the remaining balance in the sum
of approximately HK$1,804,099 (HK$7,299,799 less
HK$5,495,700).

On 30th April 2002, UEL claimed against Star for the
latter's wrongful exploitation of certain rights in the Movie
co-owned by both parties. UEL claimed to recover all
losses and damages suffered by UEL as a result of the
wrongful exploitation.

On 9th September 2002, Universe Laser & Video Co.
Limited (“ULV"), an indirect wholly-owned subsidiary
of the Company, claimed against Star for the latter’s
infringement of the licensed rights in the Movie held
by ULV. ULV claimed to recover all loss and damages
suffered by ULV as a result of the said infringement.

In the opinion of legal counsel, it is premature to predict
the outcome of the claim against UEL. The Board is of the
opinion that the outcome of the said claim against UEL
will have no material financial impact to the Group for the
Period.
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27.

PENDING LITIGATIONS (Continued)

(b)

On 1st September 2008, Koninklijke Philips Electronics
N.V. ("KPE") claimed against among other persons, the
Company, ULV and Mr. Lam Shiu Ming, Daneil (one of the
Directors), being three of the defendants named therein,
in respect of damages arising from alleged infringement of
the patents regarding Video Compact Disc owned by KPE.

In the opinion of legal counsel, it is premature to predict
the outcome of the said claim made against the Company,
ULV and Mr. Lam Shiu Ming, Daneil. The Board is of the
opinion that the outflow of economic benefits cannot be
reliably estimated and accordingly no provision for any
liability that may result has been made in the unaudited
condensed consolidated interim financial information.

On 8th January 2010, KPE claimed against among
other persons, the Company, ULV and Mr. Lam Shiu
Ming, Daneil (one of the Directors), being three of the
defendants named therein, in respect of damages arising
from alleged infringement of the patents regarding Digital
Video Disc owned by KPE.

On 6th June 2012, the action was discontinued against the
Company and Mr. Lam Shiu Ming, Daneil. The claim made
against ULV has been agreed with KPE and settled by
ULV and appropriate legal costs provision was recognised
accordingly in the consolidated financial statements for the
year ended 30th June 2012.

No additional provision has been made in the unaudited
condensed consolidated interim financial information for
the Period. Based on the consultation with legal counsel,
no further material outflow of economic benefits will be
incurred for ULV.

Universe Artiste Management Limited (“UAM"), an
indirect wholly-owned subsidiary of the Company,
commenced Court of First Instance Action against Kwong
Ling and Oriental Prosperous Int'l Entertainments Limited
(collectively the "Defendants”) on 30th June 2014
claiming inter alia for a declaration that UAM is entitled to
extend/renew the term of the Artist Management Contract
of the Defendants with UAM (the “Artist Management
Contract”) for 5 years as from 3rd May 2014 to 2nd May
2019.

27.

RIRFFER

(b)

(c)

(%)
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2].

PENDING LITIGATIONS (Continued)

(d)

(Continued)

The Defendants filed their defence and counterclaim
on 29th September 2014. By such counterclaim,
the Defendants claimed against UAM inter alia for a
declaration that the Artist Management Contract was void
and unenforceable, the Artist Management Contract to be
rescinded, damages for breach of the Artist Management
Contract and for breach of fiduciary duties, a declaration
that UAM is liable to account to the Defendants and an
order for payment of all sums found to be due by UAM to
the Defendants.

In the opinion of legal counsel, it is premature to predict
the outcome of the said claim against UAM. The Board
considers that the amounts of counterclaim by the
Defendants against UAM is insignificant to the Group as a
whole.

On 16th July 2018, Lucky Famous Limited (“Lucky
Famous"”) commenced Court of First Instance Action
claimed against Fragrant River Entertainment Culture
(Holdings) Limited (“Fragrant River"”), an indirect wholly-
owned subsidiary of the Company, and the Company for,
inter alia, the sum of HK$20.4 million as the adjustment to
the consideration (the “Adjustment Amount”) alleged to
be payable under an agreement dated 13th June 2016 (the
"Disposal Agreement”) pursuant to which Lucky Famous
purchased from Fragrant River 51% of the issued share
capital of AP Group Investment Holdings Limited. Lucky
Famous applied to amend the writ and statement of claim
to join Chan Sze Long and Lim Wah Elsa as defendants in
the Lucky Famous Actions for certain claims against them.
The Court allowed the application of Lucky Famous on
24th September 2019.

In the opinion of legal counsel, it is premature to predict
the outcome of the said claims made against Fragrant
River and the Company. Without admitting any liability
to Lucky Famous under the Disposal Agreement, the
Adjustment Amount of HK$20.4 million was recognised
as contingent consideration payable in the consolidated
financial statements for the period ended 31st December
2019.

Save as disclosed above, as at 31st December 2019, no litigation

or claim of material importance is known to the Directors to be

pending against either the Company or any of its subsidiaries.
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28. COMMITMENTS

(a)

(b)

8. ARIE
Operating leases commitments (a) AEEEEAE
As at 30th June 2019, the Group had future aggregate R-ZZE—hhERNA=+H " ££ER
minimum lease payments under non-cancellable operating BRABE s CEHEMER KRR
leases as follows: Nz HEBRENRBEHT
2019
—E-hF
HK$'000
FAT
Land and buildings T REF
Not later than one year TiBE—F 11,390
Later than one year and not later BB —FRTEBRSE
than five years 10,668
22,058

Certain department store counters and retail stores
include payment obligations with rental varied with gross
revenue. The additional rental payable (contingent rents)
is determined generally by applying pre-determined
percentages to future revenue less minimum lease
payment of the respective leases.

Other commitments

As at 31st December 2019, the Group has commitments
contracted but not provided for in the unaudited
condensed consolidated interim financial information as
follows:

(b)

ETAERREERTEETARE
AR ) AU AT 32 A B A & 9 5 R
B - BNEIMES (RAEE) —RHA
REBAMFEERD RS HEN &
B S REE -

HAh Ay
RZF—-—AF+ZA=+—0 " &&
BEEAHNERRAREREARS
HIB IS BRI R T

Unaudited Audited
As at As at
31st December 30th June
2019 2019
RBER KEZ
R-ZZ-—hEF RZZE—NF
+=ZA=+—H ANAZ=1H
HK$'000 HK$'000
FHET FHT
Purchase of film rights and BEETIRERBELRIE
production of films (Note i) GED) 130,790 152,806

Note i: Included in the commitment of purchase of film
rights and production of films, an amount of
approximately HK$66,101,000 related to the joint
operations arrangements of film production as
at 31st December 2019 (as at 30th June 2019:
approximately HK$79,522,000).

Mz R=ZE—h&FE+=-A=+—H
AAABEEYREREZRE
AHER £ F4966,101,000/8 7T
R=FE—NF~A=+H: 4
79,522,000/ 70) BB EE &7
AETHER -
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29.  RELATED PARTY TRANSACTIONS

29. BEEALZRS

Unaudited
For the six months ended
31st December

REBEX
BE+-A=1t—HLAEA
2019 2018
—ZE—-hF —ZT-N\&F
HK$’000 HK$'000
FET FHT
(i) Details of key management () FZEEEMBBELA
compensation
Salaries and other short-term HEREMBHES
employee benefits & F 3,958 3,984
Employer’s contribution to RIRET B2 B E 4R
retirement scheme 18 18
3,976 4,002
(i) Lease payment to paid to Universe (i) AEFYEREGRAA
Property Investment Limited (R—RESE2EER)
which is wholly owned by Sz HER R iEa)
a Director (Note a) 1,464 1,464
(i) Rental income received from (i) B —MH#EQRWRE 2
an associate el A 186 =
(iv) Purchase of optical products from (iv) M—HBERFEE
an associate AR 8% 2 i 15,152 1,936
(v) License and management fee paid (v) M—FEBERRTNZ
to an associate HARERE 874 467

Save as disclosed above and elsewhere in these unaudited
condensed consolidated financial statements, no other material
related party transactions have been entered into by the Group.
The transactions were carried out after negotiations between the
Group and the related parties in the ordinary course of business.

Notes:

(a) Universe Digital Entertainment Limited (“UDE"), an
indirect wholly-owned subsidiary of the Company,
entered into a tenancy agreement with Universe Property
Investment Limited (“UPI"”), a company owned by Mr.
Lam Shiu Ming, Daneil, the Chairman and executive
Director of the Company, for renting (1) an industrial unit
and (2) 5 carparking spaces of an industrial building for
warehouse, ancillary office and carparking uses in Kwai
Chung from 25th February 2018 to 24th February 2021,
with a monthly rental of HK$244,000 (the “Tenancy
Agreement”) which was arrived at following arm'’s length
negotiation between the Group and UPI with reference to
the rental valuation performed by Ravia Global Appraisal
Advisory Limited, an independent property valuer, as at
22nd January 2018 which reflected the then market rent.
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SPECIAL DIVIDEND

No special dividend was declared and paid by the Company for
the Period.

For the six months ended 31st December 2018, pursuant
to the joint announcement of the Company and Pioneer
Entertainment Group Limited (“Pioneer Entertainment”) dated
31st July 2018, the Company’s circular dated 24th August
2018, the Company’s announcement dated 17th September
2018 and the joint announcement of the Company and Pioneer
Entertainment dated 4th October 2018, a special dividend of
HK$0.3 per share of the Company was paid on 22nd October
2018 to the Company’s shareholders on the Company’s share
register or branch share register on 11th October 2018.

INTERIM DIVIDEND

No interim dividend was declared and paid by the Company for
the Period.

For the six months ended 31st December 2018, a special
interim dividend of HK$0.15 per share of the Company was
paid on 10th May 2019 to the Company’s shareholders on the
Company's share register or branch shares register on 24th
April 2019.

MANAGEMENT DISCUSSION AND
ANALYSIS

The Group recorded a net profit of approximately HK$43.6
million for the Period against a net loss of approximately
HK$49.7 million for the six months period ended 31st
December 2018. The Group's revenue increased significantly
from approximately HK$28.3 million to approximately
HK$224.3 million during the Period. The increase in profit and
revenue during the Period are mainly due to the satisfactory
performance of the new blockbuster film called “White Storm
2 — Drug Lords" ("&E2 KR ") released by the Group
during the Period.

155 IR 2

ARRBIRAHRE W &S IR SR SR RICE.

Hie e IS B S E o R
1B 15 KA B B Pioneer Entertainment Group
Limited([Pioneer Entertainment]) 1A —=
—N\FtA=Z+—HAMBE 2% - AQFH
MA—ZE-NENA-THENEE - AA
AEHBMA_ZE—N\FALATEtENAERR
A A& Pioneer EntertainmentBH A —Z— 1\
FHAMBMBARE  ERZE—NET+
AZ+-—HRARZ=ZZE—N\F+A+—B&7
ARARIREZ MRSz AR A REIR
R BB AR0.3 T ©
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ARRBIRAHRE L &S IR SRS HRE

HE-_FT-—N\F+T-A=+—HILREA -
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0.15/87T °
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Films distribution and exhibition, licensing and
sub-licensing of film rights

Revenue from this business segment during the Period was
approximately HK$192.8 million, representing an increase
of approximately 38.6 times as compared to approximately
HK$5.0 million in the same period last year. It accounted for
approximately 86.0% (2018: approximately 17.8%) of the
Group’s revenue during the Period.

The Group recorded a segmental profit of approximately
HK$62.7 million from this business segment for the Period
against a segmental loss of approximately HK$12.4 million for
the six months period ended 31st December 2018.

The significantly increase of the revenue and profit from
this business segment is mainly due to the satisfactory
performance of the new film during the Period. In particular,
the Group released a new blockbuster film called “White Storm
D= Drug Lords"” (“$@&2 KM ¥R "), directed by Herman Yau
(EB4&7E) and starrmg Andy Lau (2If22E), Louis Koo (& K%),
Michael Miu (& f&1&), Karena Lam (#£Z %), Kent Cheng (5
Bll4-) and Cherrie Ying (JE3X %) in July 2019 and recorded a
remarkable box office of approximately RMB1.3 billion in the
PRC. However, no new films was released by the Group for
the six months period ended 31st December 2018.

The Group continues to invest in original production of quality
films in Hong Kong and China. The Group expects to release
a new blockbuster film called “Shock Wave 2" ("#fF#EHEXR

2") directed by Herman Yau (E8#&)%) and starrlng Andy Lau
(8112 %), Sean Lau (815 =) and N| Ni (f%€) and another
new f||m called “Atonement” (“PIBE" wrote, directed and
performed with breakthrough by Ronald Cheng (ZfF8 ) and
starring Chrissie Chau (AF#) and Philip Keung (Z#53) in
2020. In addition, the Group plans to invest and produce 2
movies and around 8 on-line movies in the People’s Republic
of China (which excludes Hong Kong for the purpose of this
announcement (the “PRC")) in 2020.

However, China's film market is expected to be hit with
massive losses in the first half of 2020 as the bulk of the
country’s theaters have shut down in the wake of the new
coronavirus outbreak. We will closely monitor the situation and
adjust our plan and strategy from time to time to cope with the
coming challenging environment.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Trade, wholesale and retail of optical,
watches products

Revenue from this business segment during the Period was
approximately HK$24.0 million, representing an increase of
approximately 50.0% as compared to approximately HK$16.0
million in the same period last year. Revenue from this
business segment included the revenue of approximately
HK$17.7 million (2018: approximately HK$5.1 million) mainly
from the trading, wholesaling and retailing of optical products
under a management and license agreement with the right
to use the trade name of “/X& MR Hong Kong Optical” in
certain premises (“HK Optical Business”) in Hong Kong and the
revenue of approximately HK$6.3 million (2018: approximately
HK$10.9 million) from the trading, wholesaling and retailing
of watches and optical products in the PRC (“PRC Watches
& Optical Business”). It accounted for approximately 10.7%
(2018: approximately 56.7%) of the Group’s revenue during the
Period.

The revenue of the HK Optical Business was increasing during
the Period. The number of optical retail shops operated by the
Group in Hong Kong increased from 5 as at 31st December
2018 to 11 as at 31st December 2019 with the aim to increase
the market shares in Hong Kong.

The revenue of the PRC Watches & Optical Business
decreased during the Period as compared to the same
period last year. The Group continued closing down the non-
performing watches retail shops during the Period. The number
of the watch retail shops operated by the Group decreased
from 11 as at 31st December 2018 to 5 as at 31st December
2019. On the other hand, we operated 2 (2018: Nil) optical retail
shops under our own trade name of “E5F XS " in Shenzhen
and Beijing, to start our optical business in the PRC.

Segmental loss from this business segment during the Period
was approximately HK$6.9 million, representing an increase
of approximately 102.9% as compared to approximately
HK$3.4 million in the same period last year. The increase in
segmental loss is mainly due to (i) the marked deterioration in
the retail sector in Hong Kong as a result of the mass protests
and civil unrest in Hong Kong since June 2019; and (ii) the on-
going Sino-US trade slowed down the growth of the China’s
economy and the consumer market in both Hong Kong and
PRC during the Period.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Trade, wholesale and retail of optical,
watches products (Continued)

Apart from the HK Optical Business, the Group also owned
a 34.5% (2018: 28%) equity interest of Hong Kong Optical
Company Limited (“HK Optical”) which is principally engaged
in trading, wholesaling and retailing of optical products and
owns the trade name of "X &R # Hong Kong Optical” in
Hong Kong. According to the unaudited management account
of HK Optical for the six months ended 31st December 2019,
the unaudited revenue of HK Optical during the Period was
approximately HK$14.0 million, representing a decrease of
approximately 50.2% as compared to approximately HK$28.1
million in the same period last year. HK Optical recorded an
unaudited loss of approximately HK$2.4 million for the Period
(2018: profit of approximately HK$2.1 million).

The Optical and Watch Business of the Group will be taking
over a time of unprecedented challenges in coming year. The
watches and optical consumer market of Hong Kong and China
will be continued negatively affected by the on-going Sino-US
trade and the continued social unrest in Hong Kong as well as
the fast wide spreading new coronavirus in Hong Kong and the
PRC in the first half of 2020. Therefore, the downside trend
of the Group’s Optical and Watch Business will continue and
deteriorate in the first half of 2020. In the long term, we are
still optimistic about our optical and watch business in Hong
Kong and the PRC amidst the continuously growth of China’
economy and the development of the Greater Bay Area,
including the Express Railway Link and the Hong Kong-Zhuhai-
Macau Bridge as well as the supportive policies of the Central
Government, which will benefit the China and Hong Kong retail
industry in the long run.

Universe Entertainment and Culture Group Company Limited
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MANAGEMENT DISCUSSION AND EEENWED e

ANALYS I S (Continued)

Securities investments EERE
IWTAAEER-_TE—NF+-_A=+—8
iz BARZMESEK

Below is the list of the material trading securities held by the
Group as at 31st December 2019:

Percentage
to total issued

subsidiaries are principally engaged in money lending business
and securities trading business. The shares of First Credit
(stock code: 8215) are listed on GEM. As disclosed in the
latest annual report of First Credit, the revenue of the First
Credit was approximately HK$92.8 million for the year ended
31st December 2018 (2017: approximately HK$116.2 million),
representing a decrease of approximately 20.2% compared to
the same period in last year. First Credit recorded a profit for
the year of approximately HK$25.9 million for the year ended
31st December 2018 (2017: approximately HK$52.9 million),
representing a decrease of approximately 51.0% compared to
the same period in last year.

share capital of Percentage to
the investee Percentageto  Percentage to the Group's Unrealised Dividend
company as at the Group's  theGroup's  totaltrading  gain/(loss)on  income for
Number of ~ 31st December  Fair value as at total assetsasat net assetsasat ~securities as at change in the Period
Name of Place of shares held 2019 31stDecember 31t December  31st December ~ 31st December  fair value for from such
investee company Notes  incorporation by the Group (Note 1) 2019 2019 2019 2019 the Period ~  investment
kRRELR
RZB-NF s3]
ih=F=ifamt s3] HARE  W-B-nE
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(approximately  (approximately  (approximately  (approximately  (@pproximately  (approximately  (approximately
%) HK$'000) %) %) %) HK$'000) HK$'000)
(B4 BoTEL) (B4%) (B8%) (Bh%)  (BTEL)  BeTin
First Credit Finance 2 Bermuda 150,000,000 41 6,900 09 16 794 2 2
Group Limited
£-RRLHEE BRE
BRAA
Notes: Pt
The percentage is calculated with reference to the then latest 1. Z B DL EBB AW E AR BRI
monthly return as at 31st December 2019 of the investee BERRAR=ZT—NE+=-A=+—HNER
company publicly available on the website of the Stock Exchange S AHREER)EE -
(where applicable).
First Credit Finance Group Limited (“First Credit”) and its 2. HF—EHA2REEERARTE—EZARIRE
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MANAGEMENT DISCUSSION AND EEENWED e

ANALYS I S (Continued)

Securities investments (Continued) HERE @

Notes: (Continued) st : (8)

(Continued)

In connection with the re-focusing of the Group’s business
operations as announced on 25th May 2016, the Company
decided to change the purpose of holding First Credit from
short-term trading to long term investments. For the purpose
of complying with the applicable accounting standards, the
securities investments of First Credit were included in trading
securities as current assets in the consolidated balance sheet for
the accounting purpose despite the purpose of holding is a long-
term investment.

On 24th November 2017, First Credit announced that the
Securities and Futures Commission of Hong Kong (“SFC")
had exercised its powers under Section 8(1) of the Securities
and Futures (Stock Market Listing) Rules (Chapter 571V of the
Laws of Hong Kong) to direct the Stock Exchange to suspend
all dealings in the shares of First Credit with effect from 9:00
a.m. on 24th November 2017. Based on the best estimate of
the Directors, the fair value of the shares of First Credit was
approximately HK$0.046 per share (As at 30th June 2019:
approximately HK$0.046 per share) as at 31st December 2019.

As disclosed in the latest quarter report of First Credit for the
nine-month period ended 30th September 2019. First Credit
recorded a loss attributable to owners of the First Credit of
approximately HK$49.90 million when compared to a profit
attributable to owners of the First Credit of approximately
HK$23.17 million for the nine months ended 30th September
2018. The turnaround from profit to loss was mainly attributable
to the significant increase in impairment loss on loans receivable
for the review period. First Credit is proactively exploring further
potential investment opportunities, including but not limited to
investments in bonds, debt instruments, listed equity securities
or project-based investments, subject to the prevailing market
condition and taking into account the interest of the First Credit
and its shareholders as a whole. Looking forward, with the
ultimate aim to maximise value for shareholders and enhance its
position in the competitive industry, First Credit will continue to
strive for maintaining revenue growth and credit quality on the
basis of its experience in money lending business. Meanwhile,
First Credit will closely monitor its capital base from time to time
to ensure sufficient funding is maintained through various means
for capturing and supporting different potential opportunities.

Universe Entertainment and Culture Group Company Limited
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Securities investments (Continued)

The overall segment loss of the securities investment segment
was approximately HK$78,000 (2018: approximately HK$1.3
million) during the Period.

The decrease in overall segment loss is mainly due to the
scale down of the investment activities of the Group amid the
uncertainty market circumstance during the Period.

Other financial assets

Below is the list of the material other financial assets at fair
value held by the Group as at 31st December 2019:

Percentage of
total issued Percentage to
share capital the Group's
of the investee total assets
Name of Number of company asat Fair value as at asat
investee Place of sharesheld 31st December 31st December 31st December
company Notes incorporation by the Group 2019 2019 2019
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Other financial assets (Continued)

Notes:

Cassia Investment Limited Partnership Il (“Cassia Il”) is an
exempted limited partnership established in accordance with the
Exempted Limited Partnership Law of Cayman Islands offering
limited partnership interests for the purpose of obtaining capital
appreciation through making private equity investments mainly
in the consumer sector across Greater China and South East
Asia, as well as in non-Asian enterprises that have a strong
exposure to Asian consumers market. Cassia Il intends to
target companies that it believes will benefit from the growing
disposable income of the Asian middle class and can capture
the behavioural consumer trends that follow such growing
household wealth and structured equity transactions primarily in
Greater China, Thailand, Indonesia, Vietnam and the Philippines.
Up to 31st December 2019, the Group has subscribed for the
limited partnership interest of Cassia Il of approximately US$7.9
million (approximately HK$61.2 million) (2018: same).

Promising Social Media Private Equity Fund (the “PSM Fund”)
is a close-ended investment fund incorporated in the Cayman
Islands on 5th February 2014 under the laws of the Cayman
Islands as an exempted company with limited liability. The
PSM Fund is not a regulated mutual fund for the purposes of
the Mutual Funds Law (Revised) of the Cayman lIslands. The
principal investment objective of the PSM Fund is to maximize
capital growth through investing businesses which are engaged
in or derive a significant proportion of their income from the field
of social media. The PSM Fund commenced operation on 29th
April 2015. Weluck Development Limited (“Weluck”), a wholly
owned subsidiary of the Company first invested in the PSM Fund
in April 2015 and subscribed a total of 1,982.215 class A shares
of the PSM Fund (the "PSM Shares”) with a total investment
cost of approximately HK$19.5 million. The manager of the Fund
(the "Fund Manager”) had been delegated authority to manage
the Fund.

Since the subscription of the PSM Shares by Weluck, the fair
value of the PSM Fund significantly decreased because of the
under performance of the PSM Fund. As informed by the Fund
Manager in December 2018, in view of the real litigation risks
and regulatory risks surrounding the Fund Manager’s holding
company and the fact that the underlying investment was loss
making, the Fund Manager decided to divest the underlying
investment held by the PSM Fund at a price significantly below
the its investment cost. In addition, a fellow subsidiary of the
Fund Manager (the “Purchaser” and is an independent third
party of the Group) agreed to provide conditional offer (“Offer”)
to buy-back the PSM Shares held by Weluck at a consideration of
approximately HK$17.8 million by reference to Weluck's sharing
of latest available audited net asset of the PSM Fund as at 31st
December 2017.

Universe Entertainment and Culture Group Company Limited
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Other financial assets (Continued)

Notes: (Continued)

2.

(Continued)

On 1st March 2019, Weluck accepted the Offer to dispose the
PSM Shares at a consideration of approximately HK$17.8 million
(the “Disposal”). The Purchaser shall settle the consideration
of the Disposal to Weluck in cash by 34 monthly instalments,
whereby (i) approximately HK$1,483,000 shall be paid on or
before 29th March 2019 and (ii) approximately HK$494,000 on
or before the last business day of each consecutive month from
April 2019 to December 2021. Completion of the Disposal is
conditional upon the Purchaser having paid the consideration of
the Disposal to Weluck in full in accordance with the schedule
described above. The PSM Shares will be transferred to the
Purchaser on receipt of the consideration of the Disposal in full
by Weluck. In the opinion of the Directors, the arrangement
constitute a derivatives contract to dispose the PSM Shares at
a fixed consideration in the future and should be recognized as
a derivative financial instrument (“DFI"”). Based on the business
valuation report issued by an independent professional valuer
which was not connected with the Group, the fair value of
the DFI was approximately HK$15.5 million in March 2019.
The fair value of the DFI would be recognised as a gain in the
consolidated statement of comprehensive income of the Group
and recognized as the other financial assets on the consolidated
balance sheet of the Group over the time proportionally from
March 2019 to December 2021.

Taking into account (i) the fair value of the DFI of approximately
HK$15.5 million would be recognised as a gain of the Group over
the time proportionally from March 2019 to December 2021; (ii)
the unsatisfactory performance of the investment of the PSM
Fund; and (iii) the constant cash inflow that will be brought by
the Disposal, the Directors consider it is appropriate and in the
interests of the Company and its shareholders as a whole to
accept the Offer made by the Purchaser to effect the Disposal.

Given the unclear economic prospect and the outbreak of the
new coronavirus in Hong Kong and PRC, the Group will take a
cautious and prudent approach in making new investment in
coming year.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Leasing of investment properties

The rental income from leasing of investment properties
remained stable during the Period. The Group recorded rental
income of approximately HK$0.6 million (2018: approximately
HK$0.5 million) during the Period.

The segment profit of this business segment was
approximately HK$447,000 (2018: approximately HK$413,000)
during the Period.

Money lending business

As at 31st December 2019, the Group had loans receivable
of approximately HK$42.8 million arising from money lending
business, (as at 30th June 2019: approximately HK$65.0
million) and recognised interest income of approximately
HK$4.1 million (2018: approximately HK$4.7 million). It
accounted for approximately 1.8% (2018: approximately
16.6%) of the Group's revenue during the Period.

The segment loss of this business segment was approximately
HK$8.6 million during the Period while the Group recorded a
segment profit of approximately HK$1.8 million for the same
period last year. The increase in segmental loss was mainly
attributable to an increase in expected credit loss allowance
for loans receivable of approximately HK$12.5 million for
the Period. The significantly increase in expected credit loss
allowance for loans receivable is principally due to an increase
in loans receivable which have past due during the Period.

Due to the unfavourable economic situation and the highly
competitive business environment in Hong Kong, the Group
will take a cautions approach to grant new loans in the coming
year.

Universe Entertainment and Culture Group Company Limited
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Entertainment business

This segment primarily relates to the artiste and model
management and organisation of concerts. Revenue from
this business segment during the Period was approximately
HK$95,000, representing a decrease of approximately 94.4%
as compared to approximately HK$1.7 million in the same
period last year. Due to the mass protests and social unrest
in Hong Kong during the Period, the Group did not invest in
any concerts held during the Period and therefore the turnover
decreased significantly during the Period as compared to the
same period last year. Segmental loss of approximately of
HK$618,000 was recorded during the Period (2018: segmental
profit of approximately HK$25,000). The increase in segmental
loss from this segment was due to the decrease in turnover
during the Period.

Financial Printing

The Group commenced the business of financial printing
services (“Financial Printing Business”) to provide the services
of type-setting, translation, printing, design, distribution of
financial print products and other related services to the
financial sectors in Hong Kong through Formex Financial Press
Limited, a wholly-owned subsidiary of the Company during the
year ended 30th June 2019.

During the Period, the Group recorded turnover and segmental
loss of approximately HK$2.7 million (2018: approximately
HK$272,000) and approximately HK$3.4 million (2018:
approximately HK$3.6 million) respectively in this segment. It
accounts for approximately 1.2% (2018: approximately 1.0%)
of the Group’s revenue during the Period.

Taking into account the increase in number for the listed
companies, the increase in demand of financial printing
services in Hong Kong, and the rapid growth in revenue of the
Financial Printing Business during the Period, we are of the
view that the future prospect of Financial Printing Business
is positive despite the Group recorded a segmental loss in
Financial Printing Business during the Period.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Discontinued operation — Securities brokerage and
margin financing

The Company engaged in securities brokerage and margin
financing business through its wholly owned subsidiary China
Jianxin Financial Services Limited (“China Jianxin”). China
Jianxin is a company licensed under the SFO to carry out Type
1 (dealing in securities) and Type 4 (advising on securities)
regulated activities, the principal activities of which are
provision of brokerage services and securities margin financing
to clients (the “Securities Brokerage Business”) during the
year ended 30th June 2018. The Group ceased the Securities
Brokerage Business on 30th June 2018 and the details of the
cessation are set out in the Company’s announcement dated
17th May 2018.

The Group recorded the profit before tax from the discontinued
Securities and Brokerage Business of approximately
HK$935,000 (2018: loss before tax of approximately HK$3.4
million) during the Period which is mainly attributable to the
recovery of certain bad and doubtful debt during the Period.

Geographical contribution

In terms of geographical contribution, overseas markets
accounted for approximately 86% (2018: approximately 51%)
of the Group’s revenue during the Period.

Selling expenses

Selling expenses for the Period increased by approximately
13.0% to approximately HK$6.1 million as compared to
approximately HK$5.4 million in the same period last year. The
increase in selling expenses was mainly due to the increase in
turnover of the Group during the Period.

Administrative expenses

Administrative expenses for the Period increased by
approximately 24.3% to approximately HK$43.5 million as
compared to approximately HK$35.0 million in the same
period last year. The increase in administrative expenses was
mainly due to the grant of staff bonus of HK$10 million to the
management of the films distribution and exhibition for the
satisfactory performance of the new blockbuster film called
“White Storm 2 — Drug Lords” ("fF&E2KH#b¥1/R") released by
the Group during the Period.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Update on the adjustment to the consideration of
AP Group Investment Holdings Limited

On 12th October 2015, Fragrant River Entertainment
Culture (Holdings) Limited (“Fragrant River”), a wholly
owned subsidiary of the Company entered into a sale and
purchase agreement (“AP Acquisition Agreement”) with two
independent third party vendors, namely Very Easy Limited
(“Very Easy”) and City Link Consultancy Limited (“City Link"),
and their respective ultimate beneficial owners, namely Chan
Sze Long (“Chan”) and Lim Wah Elsa (“Lim"), as guarantors to
acquire 51% equity interest of AP Group Investment Holdings
Limited (“AP Group”) at a consideration of HK$20,400,000
(subject to downward adjustment in respect of the guaranteed
profit as described in the AP Acquisition Agreement) (the “AP
Acquisition”). AP Group and its subsidiaries were principally
engaged in the provision of education and training programs
in relation to self-improvement and self-enhancement in Hong
Kong and the PRC. The AP Acquisition was completed on 14th
December 2015.

On 13th June 2016, (i) Fragrant River as the vendor and the
Company as the guarantor of Fragrant River; and (ii) Lucky
Famous, an independent third party entered into a disposal
agreement (the “AP Disposal Agreement”) pursuant to which
Fragrant River sold to Lucky Famous the 51% of the equity
interest of AP Group at the consideration of HK$20,400,000
(the “"Consideration”) subject to downward adjustments as
described below (the “AP Disposal”). The amount of the
Consideration was the same as the consideration for the AP
Acquisition. Completion of the AP Disposal took place on 1st
July 2016.

Under the AP Disposal Agreement, in the event that the audited
consolidated profit after tax of the AP Group attributable to
owners of the AP Group for the period from 1st January 2016
to 31st December 2017 (“FY 2016 & 2017") (which would only
include income or gain generated by activities in the ordinary
and usual course of business of AP Group and its subsidiaries)
(the "FY 2016 & 2017 Net Profit") is less than HK$16,000,000,
the Group should pay to Lucky Famous (or to its order) the
Adjustment Amount (as defined below) in cash within fourteen
(14) days after the audited consolidated financial statements of
AP Group for the period of FY 2016 & 2017 (“FY 2016 & 2017
Audited Accounts”) are available.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Update on the adjustment to the consideration of
AP Group Investment Holdings Limited (Continued)

The adjustment amount under the AP Disposal Agreement (the
"Adjustment Amount”) will be determined in accordance with
the formula set out below:

A = HK$20,400,000.00 = (NP/2) x 5 x 51%

Where:

“A" means the amount of Adjustment Amount in HKS$; and
“NP" means the FY 2016 & 2017 Net Profit. Where the FY
2016 & 2017 Net Profit is a negative figure, “NP" shall be
deemed to be zero.

The FY 2016 & 2017 Audited Accounts will be prepared in
accordance with the Hong Kong Financial Reporting Standards
and audited, at the cost of AP Group, by an accounting firm
as approved by Lucky Famous, adjusted for any non-recurring
items.

Such downward adjustment mechanism for the Consideration
under the AP Disposal Agreement depending on the actual
performance of the AP Group for the FY 2016 & 2017 is virtually
in the same terms as the downward adjustment mechanism
of the consideration in respect of the AP Acquisition from Very
Easy and City Link under the AP Acquisition Agreement. Details
of such acquisition are set out in the Company’s announcement
dated 12th October 2015.

In the event there is a shortfall between the FY 2016 & 2017
Net Profit and the target profit of the AP Group for FY 2016 &
2017 of HK$16,000,000 under the AP Acquisition Agreement,
an adjustment amount under such agreement (the “Contingent
Consideration Receivable”) is payable by Very Easy and City
Link, being the vendors under the AP Acquisition, to the Group
within 7 days after the FY 2016 & 2017 Audited Accounts for
the purpose of the AP Acquisition Agreement are available. The
obligations of Very Easy and City Link to pay such adjustment
amount to the Group are guaranteed by their respective
beneficial owners.

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20

BEERBNWED T w

AEEHEBSEARO IR
E’J HX ?Iéﬁ = (

EHLEWZNRABRSHE(HE
ATAXETE :

SR HIRE

A = 20,400,000.007% 7T — (NP/2) x 5 x 51%
Ho

fAHauﬂ 2 2ROETT)  RINPIEZZ—RR
—tEHFEFRN - HZF—RRZF
tﬁﬁﬁi‘%iﬁ?&ﬂ%ﬁ%& » BITNPJHBIERE -

ZE-ARIE—EHMEFELEZERE SRE
BB ELERFE - WHLucky Famous
RANSTMEBMEZ(BRABEHEERR
) - W AR EEBEHARE -

B Pt E IE—TRFZEF%TDW%%U(HX&
REHEBR -_ZE—ARK-_Z—tHFNE
PR KR IB) M ISR B Very Easy X City LinkiB 5=
HUKEREEAE T#Hﬁl%%IEZRFTDH%
HE R AER - BRAKENFBHENAR
HRA-ZT—RAF+A+=-BZAMH-

W_E—AR_E—tHFEFEFNEEHE
EREEHWERE T KT+t
FH B 12557 (16,000,000/8 70) 357 52 R A8
BIEPINEEEIEIE T 2 & A Very EasyX&City
LinkZBIRIEZ R E BB HZE TR ==
— AR E—+UFEEZERERLHAM
AEELZNARSH(EUHARED ° Very
Easy&City LinkA ANEB S N EREAZRSEN
EXHESEERHERAER -



MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Update on the adjustment to the consideration of
AP Group Investment Holdings Limited (Continued)

As mentioned above, in the event there is a shortfall between
the FY 2016 & 2017 Net Profit and the target profit of the
AP Group for FY 2016 & 2017 of HK$16,000,000 under the
AP Disposal Agreement, an adjustment amount under such
agreement (the “Contingent Consideration Payable”) is payable
by the Group to Lucky Famous within 14 days after the FY
2016 & 2017 Audited Accounts for the purpose of the AP
Disposal Agreement are available.

On 12th June 2018, the Group received a demand letter (the
“Demand Letter”) from Lucky Famous whereby it was alleged
that the AP Group recorded a net loss of HK$189,799 based
on the alleged FY2016 & FY2017 Audited Accounts dated
11th June 2018. As set out in the Demand Letter, Lucky
Famous demanded Fragrant River or the Company to fully pay
the amount of HK$20,400,000 (the “Alleged Claim”), being
the alleged Adjustment Amount pursuant to the terms and
conditions of the AP Disposal Agreement, to Lucky Famous
on or before 26th June 2018, and upon default, steps would
be taken by Lucky Famous to enforce its rights under the AP
Disposal Agreement without further notice.

In response to the Lucky Famous Demand Letter, Fragrant
River and the Company have through the letter from their legal
advisers dated 22nd June 2018 stated that they would defend
the purported claim of Lucky Famous for the payment of the
Adjustment Amount under the AP Disposal Agreement as
alleged by it.

In light of the Lucky Famous Demand Letter and the alleged
net loss of the AP Group for FY 2016 & 2017, and in order to
protect the interest of the Group, but without admitting any
liability to Lucky Famous under the AP Disposal Agreement,
Fragrant River issued corresponding demand letters all dated
22nd June 2018 (collectively, the “Fragrant River Demand
Letters”) to Very Easy, City Link, Chan and Lim, respectively
demanding the payment of an amount of HK$20,400,000 (the
“Fragrant River Claim”) to Fragrant River within seven (7) days
from the date of the Fragrant River Demand Letters pursuant to
the terms and conditions of the AP Acquisition Agreement, and
if default, Fragrant River would take further action to protect its
interest without further notice.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Update on the adjustment to the consideration of
AP Group Investment Holdings Limited (Continued)

On 16th July 2018, Lucky Famous as the plaintiff commenced
court action (HCA No. 1646 of 2018) at the Court of First
Instance of the High Court of Hong Kong against Fragrant River
as the 1st defendant and the Company as the 2nd defendant
(the “Lucky Famous Action”). Lucky Famous claimed against
Fragrant River and the Company for (a) the Adjustment Amount
of HK$20,400,000; (b) interests; (c) costs; and (d) further and/or
other relief. Fragrant River and the Company filed the defence
on 26th October 2018.

Notwithstanding the Fragrant River Demand Letters, no
payment under the AP Acquisition Agreement is received from
any of Very Easy, City Link, Chan or Lim up to the date of this
report.

Lucky Famous applied to amend the writ and statement of
claim to join Chan and Lim as defendants in the Lucky Famous
Actions for certain claims against them. The Court allowed the
application of Lucky Famous on 24th September 2019.

The Company is in the course of seeking legal advice in
respect of the Lucky Famous Action and any possible action
that may be taken against Very Easy, City Link, Chan and/or
Lim in respect of the Fragrant River Claim. The Company will
keep the shareholders and potential investors of the Company
informed of any further significant developments as and when
appropriate.

Without admitting any liability to Lucky Famous under the AP
Disposal Agreement and also without prejudice to any right
against Very Easy, City Link, Chan and/or Lim under the AP
Acquisition Agreement, the Group has recorded the fair value
of the Contingent Consideration Receivable and Contingent
Consideration Payable, at approximately HK$Nil (as at 30th
June 2019: Nil) and approximately HK$20.4 million (as at 30th
June 2019: approximately HK$20.4 million) respectively as
at 31st December 2019 in accordance with the Hong Kong
Financial Reporting Standards, which is based on the best
estimation of the Directors taking into account the financial
statements of AP Group in 2016 and 2017 and the discount
rate factors in estimating the fair value.
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OUTLOOK

The year-long US-China trade war and social unrest in Hong
Kong continues to weaken the retail sector in Hong Kong
and the PRC. In addition, the recent outbreak of the new
coronavirus will further weaken the economies of Hong Kong
and the PRC and disrupt the Group’s business. The Group is
cautious on the short-term outlook but is optimistic about the
long-term sustainability of its business. The Group will respond
to forthcoming market challenges with flexibility and will adjust
its our plan and strategy from time to time to cope with the
changes in the market environment.

FINANCIAL RESOURCES/LIQUIDITY

As at 31st December 2019, the Group had cash balances
of approximately HK$184.4 million (as at 30th June 2019:
approximately HK$178.2 million).

As at 31st December 2019, the Group had total assets of
approximately HK$750.1 million (as at 30th June 2019:
approximately HK$724.7 million).

The Group's gearing ratio as at 31st December 2019 was
approximately 4.9% (as at 30th June 2019: approximately
0.002%), which was calculated on the basis of the Group's
total debt (including borrowings, obligations under finance
lease, lease liability and bank overdraft) divided by total equity
of the Group.

The Group incurred financial cost of approximately HK$273,000,
which is attributable to the interest on lease liabilities during
the Period (for the six months ended 31st December 2018:
HKS$Nil).

In light of the fact that most of the Group’s transactions are
denominated in Hong Kong dollars, Renminbi and United
States dollars, the Group is exposed to foreign exchange
risk arising from various currency exposures, primarily with
respect to Renminbi. The Group will continue to take proactive
measures and monitor its exposure to the movements of these
currencies closely.

As at 31st December 2019, current ratio (defined as total
current assets divided by total current liabilities) was
approximately 1.19 (as at 30th June 2019: approximately 1.05).
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CAPITAL STRUCTURE

As at 31st December 2019, the Group had shareholders’
capital of approximately HK$9.1 million (as at 30th June 2019:
approximately HK$9.1 million). The shareholders’ capital of the
Company is constituted of 906,632,276 shares.

THE PLEDGE OF GROUP ASSETS

As at 31st December 2019, none of the Group's assets was
pledged to secure any liabilities (As at 30th June 2019: None).

EMPLOYEES AND REMUNERATION
POLICIES

As at 31st December 2019, the Group had 100 staff (as at
30th June 2019: 116). Remuneration is reviewed annually and
certain staffs are entitled to commission. In addition to basic
salaries, staff benefits include discretionary bonus, medical
insurance scheme and mandatory provident fund.
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31st December 2019, the interests of each of the
Directors and chief executives of the Company in the shares
(within the meaning of the SFO) which were required to be
(a) notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of SFO (including interest
which any such Director was taken or deemed to have under
such provisions of the SFO) or; (b) entered in the register
required to be kept by the Company pursuant to Section 352
of Part XV of the SFO or; (c) notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules are as follows:
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (continued)

Notes:

(@)  The trustee of the discretionary trust is Central Core Resources
Limited which owns the entire issued share capital of the
Globalcrest Enterprises Limited (the “Globalcrest”) which in turn
was interested in 33,546,853 shares of the Company as at 31st
December 2019. Mr. Lam Shiu Ming, Daneil is the discretionary
object of the discretionary trust.

(b) Pioneer Entertainment, a company incorporated in the British
Virgin Islands with limited liability and is wholly-owned by Mr.
Lam Shiu Ming, Daneil, was interested in 430,120,020 shares of
the Company as at 31st December 2019.

All the interests in the shares and underlying shares of the
Company were long positions.

Save as disclosed above, as at 31st December 2019, none
of the Directors or chief executives of the Company had any
interests or short positions in the shares, underlying shares and
debentures of the Company and its associated corporations
which were required to be (a) notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests which they were deemed or taken to
have under such provisions of the SFO) or; (b) entered in the
register kept by the Company pursuant to Section 352 of Part
XV of the SFO or; (c) notified to the Company and the Stock
Exchange pursuant to the Model Code.

Save as disclosed above, at no time during the Period, the
Directors and chief executives of the Company (including
their spouse and children under 18 years of age) had any
interests in, or had been granted, or exercised, any rights to
subscribe for shares (or warrants or debentures, if applicable)
of the Company and its associated corporations required to be
disclosed pursuant to the SFO.

In addition, at no time during the Period was the Company,
its holding company, its subsidiaries, its associated company
or its fellow subsidiaries a party to any arrangement to enable
the Directors and chief executives of the Company (including
their spouse and children under 18 years of age) to hold any
interests or short positions in the shares or underlying shares
in or debentures of, the Company or its associated corporation.
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SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed in the annual
general meeting held on 2nd December 2013, the Company
conditionally approved and adopted a share option scheme
in compliance with the Listing Rules (the “Share Option
Scheme”). Details of the Share Option Scheme are as follows:

(1)

(2)

Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to enable the
Company to grant share options to selected Participants
(as defined below) as incentive and/or rewards for their
contributions and support to the Group and any invested
entity.

Participants of the Share Option Scheme

The Board may, at its discretion, invite any person
belonging to any of the following classes of participants
for their contributions and support to the Group and any
invested entity (the “Participants” and individually, a
“Participant”) to take up share options to subscribe for
shares.

(@) any full-time employee of the Company, any of its
subsidiary or any invested entity, including (without
limitation) any executive director of the Company,
any of its subsidiary or invested entity;

(b) any non-executive director (including independent
non-executive directors) of the Company, any of its
subsidiary or any invested entity;

(c) any supplier of goods or services to any member of
the Group or any invested entity;

(d)  any customer of the Group or any invested entity;

(e) any person or entity that provides research,
development or other technical support to the
Group or any invested entity;

(f)  any shareholder of any member of the Group or
any invested entity or any holder of any securities
issued by any member of the Group or any invested
entity;
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SHARE OPTION SCHEME (Continued)

(2)

(3)

Participants of the Share Option Scheme
(Continued)

(9)

any adviser (professional or otherwise) or consultant
to any area of business or business development
of any member of the Group or any invested entity;
and

any joint venture partner or counter-party to
business operation or business arrangements of the
Group.

Maximum number of share options available
for issue under the Share Option Scheme

(a)

The maximum number of shares of the Company
which may be issued upon exercise of all
outstanding share option granted and yet to be
exercised under the Share Option Scheme and any
other schemes for the time being of the Company
shall not exceed 30% of the shares in issue from
time to time. Share options of the Company which
are lapsed or cancelled for the time being shall not
be counted for the purpose of calculating the said
30% limit; and

The maximum number of shares of the Company
which may be issued upon exercise of all options
granted and to be granted under the Share Option
Scheme is an amount equivalent to 10% of the
shares of the Company in issue as at the dates
of approval of the Share Option Scheme unless
approval for refreshing the 10% limit from the
Company's shareholders has been obtained.

Universe Entertainment and Culture Group Company Limited
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SHARE OPTION SCHEME (Continued)

(4)

(5)

(6)

(7)

Maximum entitlement of each participant

The total number of shares of the Company issued upon
exercise of the share options granted and to be granted
to each grantee under the Share Option Scheme and
any other schemes for the time being of the Company
(including both exercised and outstanding share options)
in any 12-month period up to the date of grant to each
grantee must not exceed 1% of the aggregate number of
shares for the time being in issue.

Remaining life and exercisable period of the
share options

There is no general requirement that a share option
must be held for any minimum period before it can be
exercised but the Board is empowered to impose at
its discretion any such minimum period at the time of
grant of any particular share option. A share option may
be exercised in accordance with the terms of the Share
Option Scheme at any time during a period of 10 years
commencing on the date of grant and expiring on the last
day of the said 10 year period.

Payment on acceptance of the share options
offer

A sum of HK$1 is payable by the Participant on
acceptance of the share option offer.

Basis of determining the subscription price

The subscription price for shares under the Share Option
Scheme should be a price notified by the Board to a
Participant to whom any offer of the grant of a share option
is made and shall be at least the higher of (a) the closing
price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant which must be
a business day; and (b) the average closing price of the
shares as stated in the Stock Exchange's daily quotations
sheets for the five business days immediately preceding
the date of grant, provided that the subscription price
should not be lower than the nominal value of a share.

No share options under the Share Option Scheme was issued
and outstanding during the Period.
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SUBSTANTIAL SHAREHOLDERS

So far as is known to any Director or chief executive of the
Company, as at 31st December 2019, shareholders (other than
Directors or chief executive of the Company disclosed above)
who had interests or short positions in shares or underlying
shares of the Company which would fall to be disclosed to
the Company under the provisions of Division 2 and 3 of Part
XV of the SFO, or which were recorded in the register kept by
the Company under Section 336 of Part XV of the SFO are as
follows:

FERR

MEMESHARREEZETHABFRIANE -
RZE—hhE+A=1+—"H BALHEE
CEERARAEBITHABI  UWTRE
RARBRMDFABEBROFTPHEBEREZESF R
HEEFIEXVBE2RFEID AR EARAR
A A ERR AR AR B 5 M EE KA
FEXVEBEIIGFMEE T < Bt 2 e gk
BT

Approximate

Number of percentage

shares and of the total

underlying issued share

shares of the capital of

Name Capacity Company held the Company

RN

P E S NN ERITRA

IR 15 R #H B3 BEZ

£1B 55 B8 E BHABEDE

Pioneer Entertainment (Note a) Beneficial owner 430,120,020 47.44%
Pioneer Entertainment (fff3¥a) EE#EEA

Note:

(a) Pioneer Entertainment, a company incorporated in the British
Virgin Islands with limited liability and is wholly-owned by Mr.
Lam Shiu Ming, Daneil.

All the interests disclosed above represent long positions in
shares.

Save as disclosed above, as at 31st December 2019, no other
person has any interests or short positions in the shares,
underlying shares and debentures of the Company in the
register required to be kept by Company under Section 336 of
Part XV of the SFO.

MANAGEMENT CONTRACTS

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

Universe Entertainment and Culture Group Company Limited
Interim Report 2019/20

G

(@)  Pioneer Entertainment/s— A 5 B iR 7 B
EEMERYZERAR @ AMNBEEERE
WA -

EXFRBBEZBERGED RN ZTR -

B EXFBEBEEIN  RZF-—NAF+-H=
+—H  BEEMATRARRZKRN - 8
BRI R ESFTHEARER AR AIRIERE S
KERBIGHIEXVERE336GAE T EF 2 B LM
A EAERIORE °

BESH

RAHE > AARTERBEEBHEMNE
EEB2EBRITBRIERITSAFEEMNE
#] o



CORPORATE GOVERNANCE CODE

The Company has, throughout the six months ended 31st
December 2019, complied with the code provisions contained
in Corporate Governance Code (the “"Code”) set out in
Appendix 14 to the Listing Rules except for the code provision
A.2.1 of the Code for the separation of the roles of Chairman
and Chief Executive Officer (“"CEQ") as described in the
following.

Code provision A.2.1 of the Code sets out that the roles of
the Chairman and CEO should be separate and should not be
performed by the same individual. The Company does not at
present have any officer holding the position of CEO. Mr. Lam
Shiu Ming, Daneil is the founder and Chairman of the Company
and has also carried out the responsibilities of CEOQ. Mr. Lam
Shiu Ming, Daneil possesses the essential leadership skills to
manage the Board and extensive knowledge in the business
of the Group. The Board considers the present structure to
be more suitable to the Company because it can promote
the efficient formulation and implementation of the Group's
strategies.

AUDIT COMMITTEE

The Audit Committee was established on 11th October 1999.
Its current members include three independent non-executive
Directors, namely Mr. Choi Wing Koon (Chairman), Mr. Lam Chi
Keung and Mr. Tang Yiu Wing.

The Audit Committee has reviewed the accounting principles
and practises adopted by the Group and discussed internal
control, risk management and financial reporting matters
including a review of the unaudited condensed consolidated
interim financial information for the six months ended 31st
December 2019 with the management.

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

The Company has not redeemed any of its shares during the
six months ended 31st December 2019. Neither the Company
nor any of its subsidiaries has purchased or sold any of the
Company'’s listed securities during the Period.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

During the six months ended 31st December 2019, the
Company has adopted the Model Code as the code for
dealing in securities of the Company by Directors. Having
made specific enquiries, all Directors confirmed that they had
complied with the Model Code throughout the Period.

By Order of the Board
Lam Shiu Ming, Daneil
Chairman and Executive Director

Hong Kong, 27th February 2020
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