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Financial Highlights
i1 7% 4 22

KEY SHAREHOLDER VALUE INDICES BEREEEERERE
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Financial Highlights

B
2019 2018
—E—NhF —E-N\F
RMB’000 RMB’000 % change
AR®TFT AR®Fir =y
Revenue gz 316,064 365,903 (13.6%)
Gross Profit EH 83,401 76,711 8.7%
Loss for the year attributable ARFIETEFEEAEBEFR
to the equity holders of the B8
Company (72,205) (11,735) 515.3%
Gross Profit Margin SRS 26.4% 21.0% 5.4%
Net Loss Margin FEBEX (22.8%) (3.2%) 19.6%
Adjusted profit before 48R B AT 5 AT S A (B &)
income tax (note) 15,564 11,416 36.3%

Note: Excluded the impairment loss on properties, plant and equipment
and investment properties (2018: impairment loss on properties,
plant and equipment), and fair value loss on FVTPL in aggregate
amount of approximately RMB92,108,000 (2018: RMB26,691,000)

Wi TFHEDE BERKEARKREDENR
BEEARRAFEFABENQAFEEERR
BAOANRKI2I0800T(ZE—NF:ARE
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Chairman’s Statement

+ Ji it

Dear Shareholders:

On behalf of the board (the “Board”) of directors (the “Directors”)
of China Partytime Culture Holdings Limited (the “Company”,
together with its subsidiaries, collectively referred to as the
“Group”), | am pleased to present to each shareholder the annual
report of the Group for the year ended 31 December 2019.

BUSINESS REVIEW

Our revenue from both the Contract Manufacturing Services
(“CMS”) business and the Original Brand Manufacturing (“OBM”)
business decreased from RMB365.9 million for the year ended
31 December 2018 to RMB316.1 million for the year ended 31
December 2019, representing a decrease of 13.6%.

Even though our customers are diversified over 20 countries and
regions which include the US, Germany, the UK and Australia,
we still suffered a reduction in the revenue in 2019 due to (i) the
continued migration of consumers to online shopping platforms;
and (ii) significant reduction in the number, size and timing
of orders for our products from our customers (who include
wholesalers and retailers) as a result of the increased level of
uncertainty on the macroeconomic outlook. Nevertheless, with
our enhanced research and development capabilities over the
past few years, we are able to offer our customers premium one-
stop solution services at a higher unit sale price, which resulted
to an increase in the gross profit margin from 21.0% for the
year ended 31 December 2018 to 26.4% for the year ended 31
December 2019.

The turnover for the year ended 31 December 2019 amounted
to approximately RMB316.1 million, representing a decrease of
13.6% as compared to that in 2018. Gross profit margin and net
loss margin were approximately 26.4% and 22.8% respectively.
The Group recorded a loss for the year attributable to owners of
the Company of approximately RMB72.2 million as compared to a
loss of approximately RMB11.7 million for the corresponding year
in 2018, which represented an increase of 515.3%. Furthermore,
net cash generated from the operating activities of the Group
during the year was approximately RMB38.8 million, representing
a decrease of 2.2% as compared to that in 2018.
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PROSPECTS

In January 2020, the China and US Government signed the
“Phase One” initial trade agreement which has the effect
of reducing the uncertainties in the Sino-America trade.
Unfortunately, the business environment became uncertain on
the outbreak of the COVID-19 in the PRC in early January 2020
and hits the manufacturing industry and our business operations.
Many factories in the PRC only managed to resume work partially
in mid-February 2020. We expect the whole industry chain will
take some time to resume full operation.

The aforesaid impact of the COVID-19 on the Group’s business
operations, which was beyond the control of the Group, may
adversely affect the financial results of the Group for the six
months ending 30 June 2020. The Board of Directors of the
Company will continue to assess the impact of the COVID-19 on
the Group’s business operations and the financial performance
and will closely monitor the Group’s exposure to the risks and
uncertainties in connection with the COVID-19.

The Group will continue to devote its efforts to facilitate the
prevention and control of further spreading of the COVID-19 in
its premises and to ensure the health and safety of its employees.

To face the current complex business situation, we will endeavour
to diversify our business and broaden our revenue stream by
cooperation with other intellectual property right owners and the
collaboration of companies of our upstream and downstream
industries. We will also proceed to mergers and acquisitions,
industrial integration and business expansion. The Group will
continue to evaluate and identity target companies which have
investment value and which can generate synergies with our
businesses within the industry and along the industry chain, with
the aim of bringing greater return to shareholders while expanding
our business and revenue streams.

APPRECIATION

On behalf of the Board, | would like to extend our sincere
gratitude to our shareholders, customers and business partners
for their full support throughout the year. In addition, | would
also like to take this opportunity to express my appreciation to all
staffs for their persistent contributions to the Group.

On behalf of the Board

Lin Xin Fu
Chairman

Hong Kong, 31 March 2020

Chairman’s Statement
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Directors’ Business Review and Management Discussion and
Analysis

5 38 5K % [l e B O T P e O 9 b

KEY PERFORMANCE INDICATORS TERRER
2019 2018
—E—N%E —E-N\F
RMB’000 RMB’000 % change
AR¥TT AR TFT BB EF D
Performance Indicators ZHER
Revenue W = 316,064 365,903 (13.6)%
Gross Profit X 83,401 76,711 8.7%
Gross Profit Margin EXES 26.4% 21.0% 5.4%
Loss from operations KL E 1B (69,845) (10,046) 595.3%
Loss for the year attributable to AARERIFTAAEL
equity holders of the Company FRNEE (72,205) (11,735) 515.3%
Net Loss Margin FEIEE (22.8)% (3.2%) 19.6%
Return on total assets BEEE R (12.9)% (2.0%) 10.9%
Financial Health Indicators MBERRAER
Bank balances and cash RITEHRER 78,761 75,417 4.4%
Net current assets MENE EFE 9,642 30,665 (68.6)%
Total assets EEE 561,199 590,379 (4.9)%
Total liabilities maf 141,516 97,870 44.6%
Equity attributable to equity holders RARAFIEZFEEA
of the Company FE (L #E = 419,683 492,509 (14.8)%
Return on equity % 7 [B] R == 17.2)% (2.4%) 14.8%
Current ratio it B b & 106.8% 131.3% (24.5)%
Gearing ratio EEBELE 23.2% 14.1% 9.1%
Cash Flow and Capital Expenditure BeREBEREXMAX
Cash generated from operations KEFBERES 46,988 45,268 3.8%
Capital expenditure BEARME 64,037 40,963 56.3%
Shareholders’ Return Indicators B% ¥ [l 3k ¥ % RMBA B % RMBA R #
Loss per share ik EE
— Basic — ER (8.04) cents®  (1.35) centsm 495.6%
— Diluted — B (8.04) cents® (1.35) cents 495.6%
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Directors’ Business Review and Management Discussion and Analysis

BUSINESS REVIEW

The Group is principally engaged in the design, development,
production, selling and marketing of cosplay products (including
cosplay costumes and cosplay wigs) and non-cosplay apparels
which include mainly sexy lingerie. Our products are principally
for export sales to more than 20 countries and regions around the
globe including mainly the US, Germany, the UK and Australia.

Our business can be classified into two major categories, namely
CMS business and OBM business.

K 0 [l R 5 T Y e R 9T

E %4000 ]

AEBEIERERGT HE -LE HEREH
ABHMEER(BRAGHERNGILABHERSE)
RIEAEHERB(ZTESHRMERAR) - TN
EmITZEHOHEZE2HR0ZFEBERR kR - £
EREXE - BE - KEREN -

R ESATEDAEMEEIEZLER - BICMSE
M OBME % o

2019 2018 Increase/

—Z-1EF —E-N\F (decrease)

Revenue % of total Revenue % of total of revenue

88 H4%  (approximate

I & BAL I &= B %)

RMB’000 RMB’000 &35 14

(RD)

ARBTFT AREFT (BHBED )

CMS business CMSET 199,770 63.2% 251,960 68.9% (20.7%)

OBM business OBMZ 7% 116,294 36.8% 113,943 31.1% 2.1%

Total Bt 316,064 100.0% 365,903 100.0% (13.6%)
Revenue by operating and reportable segments DEERVEHSBIIHEE

2019 2018 Increase/

—Z-nEF —E-N\F (decrease)

Revenue % of total Revenue % of total of revenue

88 H4%  (approximate

I & BAkL W &= B %)

RMB’000 RMB’000 Y m,/

(RD)

ARBTT AREFT (BHBED )

Wigs K& 110,954 35.1% 145,223 39.7% (23.6%)

Clothing and others AR N E 205,110 64.9% 220,680 60.3% (7.1%)

Total Bt 316,064 100.0% 365,903 100.0% (13.6%)

Our revenue from both the CMS business and the OBM business
decreased from RMB365.9 million for the year ended 31
December 2018 to RMB316.1 million for the year ended 31
December 2019, representing a decrease of 13.6%.

CMSEBMOBMEBH W ABEBEEZE_ZT —\F
+—A=+—HILFEHARK365.98 & TR
EREE_T-NAF+_A=1Tt—"HLEFEHAR
¥316. 18 BT - W A13.6% °
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Directors’ Business Review and Management Discussion and Analysis

R 0 [l R 52 T Y e R 9T

Even though our customers are diversified over 20 countries and
regions which include the US, Germany, the UK and Australia,
we still suffered a reduction in the revenue in 2019 due to (i) the
continued migration of consumers to online shopping platforms;
and (ii) significant reduction in the number, size and timing
of orders for our products from our customers (who include
wholesalers and retailers) as a result of the increased level of
uncertainty on the macroeconomic outlook. Nevertheless, with
our enhanced research and development capabilities over the
past few years, we are able to offer our customers premium one-
stop solution services at a higher unit sale price, which resulted
to an increase in the gross profit margin from 21.0% for the
year ended 31 December 2018 to 26.4% for the year ended 31
December 2019.

To further enhance our production efficiency and to foster the
collaboration of companies of our upstream and downstream
industries, we established a “Party Culture Industrial Park” (the
“Park”) in Yiwu, PRC in late 2019. The Park, together with our
E-commence Operation Centre and our Service and Experience
Centre (the “Centre”) helped to integrate and co-ordinate with
companies of our upstream and downstream industries. The
aggregate gross floor area of the Park and the Centre is 50,579
square meters of which approximately 73.5% has been leased/
sub-leased to companies in the relevant industries with the aim
to integrate the design and development of cultural products,
internet celebrity, creative design, research and development
and supply chain of the whole industrial chain. Gross income
from leasing of approximately RMB2,607,000 (including the
lease of plant and machineries) were recognized during the year
and included in ‘other income’ on the face of the consolidated
statement of profit or loss and other comprehensive income.

Loss attributable to the equity holders of the Company
increased from approximately RMB11.7 million for the year
ended 31 December 2018 to approximately RMB72.2 million
for the year ended 31 December 2019. Such increase in loss
is primarily attributable to (i) the recognition of an impairment
loss of RMB18.7 million on reclassification of the Centre as
investment property (For details, please refer to the paragraphs
entitled “Impairment loss on property, plant and equipment”
and “Impairment loss on investment property”); (ii) the loss
on fair value on financial asset at fair value through profit or
loss (“FVTPL") of approximately RMB60.5 million, after taking
into consideration (a) there has been an unexpected delay in
obtaining funds from investors to carry out the Project which
leads to a delay in the implementation of the development plan
of the Project. (b) the Rights have not yet been assigned to
FEN as pending the written approval from VMN; and (c) the CB
Issuer has been in default in paying the interests under the CSG
Convertible Bonds. (For details, please refer to the paragraph
entitled “Investment Review”).
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Directors’ Business Review and Management Discussion and Analysis

If excluding the impairment loss on properties, plant and
equipment and investment properties, and the fair value loss on
FVTPL in aggregate amount of approximately RMB92.1 million,
the Group’s profit before income tax would be approximately
RMB15.6 million, compared with the profit before income tax
of approximately RMB11.4 million (excluding impairment loss
on properties, plant and equipment of approximately RMB24.4
million and fair value loss on FVTPL of approximately RMB2.3
million) for the year ended 31 December 2018, representing an
increase of 36.3%. Such increase in profit before income tax
was primarily attributable to the higher gross profit margin we
achieved during 2019.

PRINCIPAL RISKS AND UNCERTAINTIES

Risks and uncertainties can affect the Group’s businesses,
financial conditions, operational results or growth prospects lead
to a divergence from the expected or the historical results. Key
risk factors and uncertainties affecting the Group are outlined
below. In dealing with these risk factors and uncertainties, the
Group remains in touch with our stakeholders with the aim of
understanding and addressing their concerns.

These factors are not exhaustive or comprehensive, and there
may be other risks in addition to those shown below which are
not known to the Group or which may not be material now but
could become material in the future.

Global Economy and Macro-economic Conditions

At the start of 2020, the prospects for global growth initially
appeared to have improved with the signing of the ‘Phase One’
initial trade agreement by the US and China in January. Since
then, however, it is becoming increasingly evident that the
outbreak of COVID-19 has adversely impacted economic activity
worldwide.

Over 90% of our revenue was generated from sales to overseas
customers over 20 countries. The industries in which the Group
operates are adversely affected by the economic conditions,
consumer spending, contagious disease outbreaks and currency
environment in these regions. Any combination of these factors
or continuing adverse economic conditions in these regions may
adversely affect the Group’s financial position, potential income,
asset value and liabilities.

K 0 [l R 5 T Y e R 9T

WA EE BEERBARKEYENRE
BEREMEATFEFABZENATEBEEBOA
RERIBET AKBNKRMAEHAENKR
MARBILEAE T BEE_T-N\F+_H
=T -HALEFEENBRMAERAMENOARELLA
BELT(TEEYE BEARENREEED
ARB2AABE TR R A TVFEFABEZENRAFE
BHEAOARB23BEIT)EN36.3% ° BRAFHA
HBAEMDEEHAR_FT-AFENELRS -

FERBRAEEER
RBERkIHEEREAEFENAEENER B’
MR REXEERERNR  BHXERERY
FBEFE - FEAKRENTIERREAR LT
ERAEPANT HEREBELRERBEARLTHEE
AER AEEASHERFBE  §ETHER
BRBENEE -

BERNZTTFRXREE - RO TARAORRIN -
TR A] B A E R B T AN £ B 3 T N 3R B E JF
EREBRAEEERSE -

EPHEEMEREERSA

R-Z_ZF7 BEXBERPER ARV
FESmEIE-—RBR] 2RERMIUFER
HE-AM BERE TBHBENE FEM
ROBECHEHREBEEHERTNEE -

A9 5 25 10 7890% T 2K B 1A #2018 Bl 5K /0 /8 51 3%
FHHEE AKREMEENTEX LR &
BRR HEXH BRUERREBEENEERE
ERENTANFE MERERNAREEREH
WwEHELRATHNNLERR  MAEGEAE
BoMBRR BERA BEEEBENBEEL
TREE -

11

ANNUAL REPORT 2019 “Z—JLEF#



Directors’ Business Review and Management Discussion and Analysis

OB 0 [l S e R 5T B

Foreign currency exchange rate fluctuations

Most of our revenue are denominated in US dollars (“USD”).
Our profit margins will be adversely affected if we are unable to
increase the USD denominated selling prices of our products sold
to overseas customers or shift the exchange risk to our customers
to account for the appreciation of the RMB against the USD.
Further, any significant fluctuation in the exchange rates between
the RMB and the USD may result in increases or decreases in
our reported costs and earnings, and may also materially affect
our business and results of operations. Any future exchange rate
volatility relating to the RMB may also give rise to uncertainties in
the values of net assets, profits and dividends.

Changing trends and popularities of movie and
animation characters

Some of our cosplay products in our CMS business feature
popular cosplaying characters originated from animation
characters, comics, cartoons and movies. These products
are manufactured under the authorisations given by our CMS
customers who are licensees or proprietors of popular animation
characters. As trends and popularity of these characters may
change from time to time, market demand and the revenue thus
generated from our products featuring these characters will be
affected accordingly.

The popularity of animation characters are largely determined
by the appeal of such characters to the target audience and the
effectiveness of the marketing campaigns conducted for the
animations or films from which they originated. Their popularity
is also subject to changes in market trends. If these animation
characters do not achieve our customers’ desired levels of
market acceptance or the popularity of which drops drastically,
the sale of our products featuring these animation characters
will be adversely affected correspondingly. Eventually, we may
not receive similar levels of purchase orders from our customers
as we did in the past and the revenue thus generated from the
sale of products featuring these animation characters would be
substantially lower than our expectation at the time when we plan
our expansion and expenditures.

12

b s B = % B
BPOREO M EAETAETDFE - WM
BERSAMEETEBINEPURTFENER
EEIRELARREBEETRMANTEPUABRBEAR
BHEXTHAE MRMANFBEEZI T
o ltih ARBBEZTHEXNERMAERS
BRI EMER LD RPIMERORAR B - I
MARERMPNEBNEEXEELRERNE -
AREMBAREBBAOER RS TALEE
FEMBENREERTEEMN -

ERRDEAEFAHELLHARRZERADR
: 3

BPMCMSEB Mo ACHEERIIAKAD
A - EE FRRAMREFARILUNRTHEA
ERFEE RFEMRBECMSEFR(ARITHEA
BHNRBARBEEANEERE ARZFAB
MBERRITARTEES MEFTLRAEBX
FAGKRENERMELENPEEHHERIIZE -

BEABHRTRARELBARZEZACHA
BEINRSINRERDEACRENYIENE
FHEHEHNEARE - BEACRTIXETS
BREEIMTE HEXFTPDEARABEIT
FPEBHNMSEMKTFEERTERRE  BAZ
FYPEACKENEMMNHEERE BRI
MEE - R& RATETSKIIREHFEE
ETEBNEPBLUKINITERHEAEZS
BEAGKENERMEENKRERAMFERER
BAEERRAXENES -

CHINA PARTYTIME CULTURE HOLDINGS LIMITED HiE Jk # XL BB R A



Directors’ Business Review and Management Discussion and Analysis

IMPORTANT EVENTS AFFECTING THE GROUP THAT
HAVE OCCURRED SINCE THE END OF THE FINANCIAL
YEAR

Saved as those disclosed in this Annual report, we did not
identify any important events affecting the Group that have
occurred since the end of the financial year.

OUR BUSINESS STRATEGIES

The Group will continue to focus on expanding our business
by implementing the following principal strategies: (i) further
strengthen our research and development capabilities; (ii)
broaden our customer base by expanding our OBM business
in the PRC market; (iii) to seek for cooperation with other
intellectual property right owners to engage in different business;
and (iv) to seek for collaboration of companies of our upstream
and downstream industries to further enhance our production
efficiency.

LAW AND REGULATION

Law and regulations in relation to workplace quality and
environmental protection may have a material effect on the
Group’s principal activities.

Workplace Quality

The Group believes that continued business success relies on the
full contribution and support of our employees. We are dedicated
to promoting equal opportunities for all of our employees in
different areas, including recruitment, compensation and
benefits, training, staff promotion, transfer, and dismissal. All
employees are assessed based on their ability, performance
and contribution, irrespective of their nationality, race, religion,
gender, age or family status.

The Group is committed to the health, safety and welfare of
our employees. We pledge full compliance in all occupational
health and safety legislations and we have provided a safe work
environment for our employees during the year.

The Group has complied with labour or other relevant legislations.
We did not identify any material non-compliance or breach of
legislation related to workplace quality.
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Directors’ Business Review and Management Discussion and Analysis
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Product Safety

The Group places the highest importance on the welfare of
its global customers, as well as on its broader societal and
environmental impact. The quality and safety of our products is
of paramount importance. All products are safe and fully adhere
to international environmental and safety standards, including
but not limited to the American ASTM standards, the European
EN71 and REACH and Work Safety Standardization Certificate
(ZE2HEEZE(GEE). We have also been awarded various
certifications such as 1S09001:2008, 1S014001:2004 and
OHSAS 18001:2007 certificates. We did not identify any material
non-compliance or breach of legislation related to product safely
in 2019.

Environmental Protection

The Group is committed to protecting and sustaining the
environment. We are committed to upholding high environmental
standards to fulfill relevant requirements under applicable laws
or ordinances during the manufacturing and material disposal
processes.

We did not identify any material non-compliance or breach of
relevant standards, rules and regulations on air and greenhouse
gas emission, discharges into water and land, generation of
hazardous or non-hazardous water, etc in 2019.
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Directors’ Business Review and Management Discussion and Analysis
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FINANCIAL REVIEW Bt ¥ [0 R
Revenue and Gross Profit I & & EF
2019 2018
—E-h¥ —E-N\F
Gross Profit Gross Profit Revenue %
Revenue margin Revenue margin change
I & EfE Wz EME hE2BF55
RMB’000 RMB'000
ARETT ARETFT
CMS business CMS ¥ %
Cosplay costumes AEHE R 89,438 26.5% 112,772 21.4% (20.7%)
Cosplay wigs AEHERE 76,731 26.2% 98,557 19.5% (22.1%)
Sexy lingerie MR A X 33,575 21.8% 40,550 24.4% (17.2%)
Others Hi 26 25.0% 81 6.2% (67.9%)
199,770 26.6% 251,960 21.2% (20.7%)
0BM husiness 0BM % %
Cosplay costumes AEHE R 59,123 28.8% 47314 23.5% 25.0%
Cosplay wigs AEHERE 34,223 21.3% 46,666 16.4% (26.7%)
Sexy lingerie M RA K 22,948 26.1% 19,963 23.1% (15.0%)
116,294 26.4% 113,943 20.5% 2.1%
Total o 316,064 26.4% 365,903 21.0% (13.6%)
Revenue I 2
CMS Business CMS % %

During the year ended 31 December 2019, our revenue derived
mainly from our CMS business, representing approximately
63.2% (2018: 68.9%) of the total revenue. Revenue derived from
the CMS business decreased from approximately RMB252.0
million in 2018 to approximately RMB200.0 million in 2019,
representing a decrease of approximately 20.7%. Such a
decrease was mainly attributable to the drop in sales in several
overseas markets such as Australia, Germany and US due to
prevailing uncertainties of the global economic environment after
the escalation of the China-US trade dispute and the continued
migration of consumer to online shopping platforms.

OBM Business

The revenue derived from our OBM business slightly increased
from approximately RMB113.9 million in 2018 to approximately
RMB116.3 million in 2019, representing an increase of
approximately 2.1%. Such increase was mainly attributable to the
drop in the demand in our OBM cosplay wigs and the OBM sexy
lingerie in certain overseas markets, offset by an increase in the
demand in our OBM cosplay costumes.
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Directors’ Business Review and Management Discussion and Analysis
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Leasing Business

As mentioned earlier in this annual report, we have established
a Party Culture Industrial Park in Yiwu, PRC in late 2019 where
also our Centre locate. We have leased some factory premises
which are near the Centre with an aggregate gross floor area of
approximately 29,000 square meters for a period of 2 years, and
subsequently sub-leased the factory premises to companies in
the relevant industries with the aim to integrate the design and
development of cultural products, internet celebrity, creative
design, research and development and supply chain of the whole
industrial chain. Gross income from leasing (including the rental
income from leasing of plant and machinery) of approximately
RMB2,607,000 were recognized during the year and included in
‘other income’ on the face of the consolidated statement of profit
or loss and other comprehensive income.

Gross profit margin

Our gross profit margin increased from approximately 21.0%
in 2018 to approximately 26.4% in 2019. The production costs
of the industry have continued to increase, particularly in the
inflationary wage costs and raw materials prices which have
negative effects on the profitability of our group. Nevertheless,
with our enhanced research and development capabilities
invested over the past few years, we are able to offer to our
customers premium one-stop solutions service at a higher unit
sale price, which leads to increase in gross profit margin.

Cost of sales

Our cost of sales mainly comprised raw material cost, direct
labor cost and manufacturing overhead. Manufacturing overhead
includes subcontracting payments, utilities and social insurance
for our production staff and other miscellaneous items.

Other income

Our other income decreased by approximately RMB3.9 million,
from approximately RMB9.2 million in 2018 to approximately
RMB5.3 million in 2019. The decrease was primarily due to (i)
no interest income has been recognised on financial assets at
FVTPL for the year as the interest has been in default (Please
refer to the paragraph entitled “Investment Review” for details)
and (i) the decrease in recognition of government grant during
the year.
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Directors’ Business Review and Management Discussion and Analysis

Selling expenses

Our selling expenses decreased by approximately RMB2.1 million,
from approximately RMB10.3 million in 2018 to approximately
RMB8.2 million in 2019. The decrease was primarily due to
the decrease in transportation expense of approximately RMB1
million and staff costs of approximately RMBO.5 million.

Administrative and other operating expenses

Our administrative and other operating expenses slightly
decreased by approximately RMBO0.8 million, from approximately
RMB58.9 million in 2018 to approximately RMB58.1 million in
2019. The decrease was primarily due to a decrease in staff
costs of approximately RMBO.6 million.

Impairment loss on property, plant and equipment

As mentioned earlier in this annual report, after we established
the Park in Yiwu, PRC in late 2019, we have leased/sub-leased
some factory premises to third parties, thus these factory
premises were being reclassified as investment properties
and grouped under “Leasing Business”. The management
had reviewed the value of the remaining properties, plant and
equipment based on the recoverable amounts of the respective
cash-generating units. As a result of the continuous drop in
turnover and the fact that the recoverable amount was below
the carrying value of these properties and plant and equipment,
a net impairment loss of approximately RMB12.9 million was
recognized during the year.

Impairment loss on investment property
As mentioned earlier in this annual report, we have leased/sub-
leased to third parties some factory premises during the year,
thus these factory premises were being reclassified as investment
property at cost model. Impairment loss of approximately
RMB18.7 million was recognized during the year.

Finance costs

Our finance costs increased by approximately RMB1.5 million,
from approximately RMB5.2 million in 2018 to approximately
RMB6.7 million in 2019. The increase was primarily due to
the higher average loan balance in 2019 and the increase in
interest expense on bank and other short term borrowings of
approximately RMB1.9 million.
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Directors’ Business Review and Management Discussion and Analysis
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Income tax

Our income tax credit increased by approximately RMBO0.8
million, from approximately RMB3.5 million in 2018 to
approximately RMB4.3 million in 2019. The increase in tax
credit was primarily due to the recognition of deferred tax of
approximately RMB7.5 million on impairment loss on assets
during the year.

Financial resources and liquidity and capital structure
As at 31 December 2019, the total amount of bank balances
and cash of the Group was approximately RMB78.8 million, an
increase of approximately RMB3.4 million compared with that
as at 31 December 2018. The increase arose mainly from the
increase in borrowings of approximately RMB26.2 million.

The borrowings of the Group represented bank and other short
term borrowings of approximately RMB94.7 million.

As at 31 December 2019, the current ratio and the gearing ratio
were 106.8% and 23.2% respectively, representing a decrease
and an increase of 24.5% and 9.1% respectively when compared
with those as at 31 December 2018. The decrease in the current
ratio arose mainly from the capital expenditure of approximately
RMB64.0 million in property, plant and equipment, investment
properties and right of use assets. The increase in the gearing
ratio was mainly due to the increase in short term borrowings of
approximately RMB25.3 million.

Capital expenditure

During the year ended 31 December 2019, the Group invested
approximately RMB64.0 million in the construction and
decoration of two new factory buildings at our Yichun Production
Plant and in the Research and Development, Service and
Experience Centre at our Yiwu Production Plant.

For the new factory building at our Yichun Production Plant, the
infrastructure construction and the related fire control work have
completed in July 2019. However, due to the continuous decline
in the turnover in the past 2 years and the uncertain foreign trade
environment due to the escalation of the China-US trade dispute,
the management of the Group have a conservative view over the
current timetable to expand the production capacity. The Group
will closely monitor both the internal and the external factors
and will decide on the investment of new production lines in due
course.
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Directors’ Business Review and Management Discussion and Analysis

Pledged of assets

As at 31 December 2019, our bank loans were secured by the
Group’s right-of-use assets, buildings and investment properties
with carrying value of approximately RMB10.2 million, RMB129.6
million and RMB20.7 million respectively.

Contingent liabilities

The Group did not have any significant contingent liabilities as at
31 December 2019.

Foreign currency exposure

Our exposures to currency risk arose from sales to and purchases
from overseas markets, which are primarily denominated in
USD and JPY. These are not our functional currencies to which
these sales and purchase transactions relate. We currently do
not have a group foreign currency hedging policy. However,
our management will continue to monitor our foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

Human resources

As of 31 December 2019, we had approximately 914 employees
(31 December 2018: 974). Total staff costs for the year amounted
to approximately RMB77.5 million (2018: RMB91.1 million).

Relationship with suppliers

We purchased raw materials from over 70 suppliers. We generally
have alternative sources of supply for the same kind of raw
materials and hence, the loss of any single supplier will not have
a material impact on our operations. We do not enter into any
long-term procurement agreements with any supplier. We do not
have any hedging policy against any risk of fluctuation in the raw
material costs, but we closely monitor the market prices of the
raw materials.

Relationship with customers and consumers

We believe cultivation and maintenance of customer loyalty
is crucial to our continued success. We maintain long term
business relationships with our customers from over 20 countries
and regions around the globe. As at 31 December 2019, our
top five customers had in average over seven years of business
relationships with us.
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INVESTMENT REVIEW

In March 2018, pursuant to a subscription agreement dated 23
February 2018 (the “Subscription Agreement”), Unlock Bound
Investments Limited (the “Subscriber”), a subsidiary of the
Company, subscribed for the convertible bond due 15 March
2022 in an aggregate principal amount of HK$70 million (the
“CSG Convertible Bonds”) issued by Charm Success Global
Investment Limited (the “CB lIssuer”). As disclosed in the
announcement of the Company dated 23 February 2018 (the “CB
Announcement”), Elite Global Group Limited (“Elite Global”), the
holding company of the CB lIssuer, had entered into a license
agreement with Viacom Media Networks, a division of Viacom
International Inc. (“VMN”"), pursuant to which VMN had granted a
right (the “Rights”) to, among others, design, develop, construct,
launch and operate and manage a theme park in the PRC as a
Nickelodeon themed and branded theme park using the approved
licensed property elements (the “Project”). According to the
Subscription Agreement, the Issuer undertakes that the Rights
will be novated or assigned by Elite Global Group to Foshan Elite
Nickelodeon (“FEN"), a subsidiary of the CB Issuer, or a wholly
owned subsidiary of the CB lIssuer within three months from
the date of the Subscription Agreement or such other period as
agreed by the CB Issuer and the Subscriber in writing. On the
other hand, a deed of guarantee was executed by Elite Global
and Ms. Lam Suet Fan, the sole shareholder of Elite Global, as
the guarantors to secure due performance by the CB Issuer of
the obligations under the CSG Convertible Bonds. For further
details about the CSG Convertible Bonds, please refer to the CB
Announcement.

To be best knowledge, information and belief of the Directors
according to the representations of the CB Issuer, as at the date
of this annual report, there has been an unexpected delay in
obtaining funds from investors to carry out the Project which
leads to a delay in the implementation of the development plan
of the Project. Also, the Rights have not yet been assigned to
FEN as pending the written approval from VMN. Moreover, the
CB Issuer has been in default in paying the interests under the
CSG Convertible Bonds. In view of the above, fair value loss on
FVTPL of approximately RMB60.5 million was recorded during
the financial period.

To be best knowledge, information and belief of the Directors
according to the representations of the CB Issuer, as at the date
of this annual report, the CB Issuer is in active negotiations with
various investors for sources of fundings so as to reactivate the
Project, and finalising such plan with VMN including but not
limited to the background proof of the investors and revised
Project timetable. The Company has been assessing the situation
periodically and may take appropriate actions against the CB
Issuer to protect the interest of the Company if necessary.
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Corporate Governance Report

The Board is committed to achieving high standards of
corporate governance to safeguard the interest of the Company’s
shareholders and to enhance corporate value and accountability.
For the year ended 31 December 2019, the Company has applied
the principles and complied with the applicable code provisions
of the Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 of the Listing Rules, except in relation to CG Code
provision A.2.1, as more particular describe below:

CG Code provision A.2.1 stipulates that the roles of chairman
and chief executive officer should be separated and should not
be performed by the same individual. The roles of the Chairman
and the Chief Executive Officer of the Company are not separate
and both are performed by Mr. Lin Xin Fu. In view of Mr. Lin
joined our group since 2006, our Board believes that it is in the
best interest of our Group to have Mr. Lin taking up both roles for
effective management and business development. Therefore, our
Directors consider that the deviation from the CG Code provision
A.2.1 is appropriate in such circumstance.

The Group also has an internal control system in place serving
the check and balance function. There are three Independent
Non-executive Directors who represent nearly one half of the
Board offering practical, independent and differing perspectives.
The Board is therefore of the view that there are adequate
balance of power and safeguards in place to enable the Company
to make and implement decisions promptly and effectively.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
THE DIRECTORS

The Company has adopted the code of conduct regarding
directors’ securities transactions as set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules. Having
made specific enquiry of all Directors, the Company confirmed
that all Directors had compiled with the required standard set out
in the Model Code throughout the year ended to 31 December
2019.
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THE BOARD OF DIRECTORS

The Board is responsible for the leadership and control of
the Company, and is responsible for setting up the overall
strategy as well as reviewing the operation and financial
performance of the Group. The Board reserved for its decision
or consideration matters covering overall Group strategy, major
acquisitions and disposals, annual budgets, annual and interim
results, recommendations on Directors’ appointment or re-
appointment, approval of major capital transactions and other
significant operational and financial matters. The management
was delegated the authority and responsibility by the Board for
the daily management of the Group. In addition, the Board has
also delegated various responsibilities to the Board committees.
Further details of these committees are set out in this report.

The Board currently consists of seven Directors including three
Executive Directors, one Non-executive Director and three
Independent Non-executive Directors:

Executive Directors

Mr. Lin Xin Fu

(Chairman and Chief Executive Officer)
Mr. Ma Chi Kwan
Mr. Phen Chun Shing, Vincent

Non-executive Director
Ms. Chen Sheng

Independent Non-executive Directors
Mr. Chen Wen Hua

Mr. Leung Siu Hong (retired on 14 June 2019)
Ms. Peng Xu

Mr. Zheng Jin Min (appointed on 14 June 2019)

The biography details of the Directors of the Company are set out

under the section headed “Directors and Senior Management” in
this annual report.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Lin Xin Fu, the Chairman of the Company, was also appointed
as the Chief Executive Officer of the Company. The Board
believes that vesting the roles of both the Chairman and the Chief
Executive Officer in the same person has the benefit of ensuring
consistent leadership within the Group and enables more effective
and efficient overall strategic planning for the Group. The Board
further believes that the balance of power and authority for the
present arrangement will not be impaired and is adequately
ensured by the current Board which comprises experienced and
high calibre individuals with sufficient number thereof being Non-
executive Directors and Independent Non-executive Directors.

INDEPENDENT NON-EXECUTIVE DIRECTORS

For the year ended 31 December 2019, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three Independent Non-executive
Directors representing one-third of the Board. These Independent
Non-executive Directors are individuals from diversified
backgrounds and industries and one member has appropriate
accounting and related financial management expertise.

The Independent Non-executive Directors serve the relevant
function of bringing independent judgment and advice on the
overall management of the Company. They take the lead where
potential conflicts of interests arise. The Company has received
an annual confirmation of independence from each of the
Independent Non-executive Directors. The Company is of the
view that all of the Independent Non-executive Directors meet the
guidelines for assessing independence as set out in the Listing
Rules and considers them to be independent.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

Each of the Executive Directors has entered into a service
contract with the Company with a fixed term, subject to
retirement and re-election in accordance with the Articles of
Associations of the Company.

According to code provision A.4.1 of the CG Code, all Non-
executive Directors shall be appointed for a specific term,
subject to re-election. Each of the Non-executive Directors and
Independent Non-executive Directors has entered into a letter of
appointment with the Company for a term of three years, subject
to retirement and re-election in accordance with the Articles of
Associations of the Company.

Each of the Non-executive Directors and Independent Non-
executive Directors may terminate his/her appointment by giving a
one-month prior written notice to the Company or in accordance
with the terms set out in the respective letters of appointment.
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The Articles of Association of the Company provides that any
Director appointed by the Board to fill a casual vacancy in the
Board shall hold office until the first general meeting of the
Company after his/her appointment and be subject to re-election
at such meeting, and any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next
following annual general meeting of the Company and shall then
be eligible for re-election.

DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT

According to the code provision A.6.5 of the CG Code,
all Directors should participate in continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant.

All Directors have participated in continuous professional
development by way of attending seminars relating to their role as
a Director of the Company.

BOARD MEETINGS AND GENERAL MEETING

During the year ended 31 December 2019, one annual general
meeting and seven Board meetings were held. All Directors
were given an opportunity to include any matters in the agenda
for regular Board meetings, and were also given sufficient time
to review documents and information relating to matters to be
discussed in Board meeting in advance.
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Annual general Board meetings

Name of Director meeting attended attended
H R R
EEns HBEXE HEEESSH
Mr. Lin Xin Fu mEF R EAE 1/1 7/7
Mr. Ma Chi Kwan 5EHTE 1/1 717
Mr. Phen Chun Shing, Vincent ZHEW LA 1/1 7/7
Ms. Chen Sheng PR F+ 22 & 171 717
Mr. Chen Wen Hua BRSO S 171 7/7
Mr. Leung Siu Hong RIKEEE 171 1/7
Ms. Peng Xu TR 1/1 7/7
Mr. Zhen Jin Min BEREE(RZT—NF 0/1 5/7

(appointed on 14 June 2019)

Board minutes are kept by the Company Secretary and are open
for inspection by the Directors. Every Board member is entitled
to have access to Board papers and related materials, and has
unrestricted access to the advice and services of the Company
Secretary, and has the liberty to seek external professional advice
if so required.
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The Board is responsible for maintaining an on-going dialogue
with shareholders and in particular, uses annual general meetings
or other general meetings to communicate with them and
encourage their participation. The Board notes that the Chairman
of the Board and the chairmen or, in their absence, other
members of the audit committee (“Audit Committee”), nomination
committee (“Nomination Committee”) and remuneration
committee (“Remuneration Committee”) of the Company should
attend the annual general meeting to answer questions and
collect views of shareholders.

BOARD COMMITTEES

The Board has established the Audit Committee, the
Remuneration Committee and the Nomination Committee
(collectively, the “Board Committees”) for overseeing particular
aspects of the Company’s affairs under its defined scope of duties
and terms of reference. The terms of reference of each of the
Board Committees are posted on the websites of the Company
and the Stock Exchange. The Board Committees are provided
with sufficient resources to discharge their duties and, upon
reasonable request, are able to seek independent professional
advice in appropriate circumstances, at the Company’s expense.

NOMINATION COMMITTEE

The Company established the Nomination Committee on 7 August
2015 with written terms of reference, which was aligned with the
CG Code. A revised term of reference has been adopted on 31
December 2018 to incorporate amendments to the Listing Rules.
The revised terms of reference of the Nomination Committee is
currently made available on the Stock Exchange’'s website and
the Company’s website.

The Nomination Committee consists of two Independent Non-
executive Directors, namely Ms. Peng Xu (as chairlady) and Mr.
Chen Wen Hua, and one Non-executive Director, namely Ms.
Chen Sheng.

The functions of the Nomination Committee are to review and
monitor the structure, size and composition of the Board and
make recommendations on any proposed changes to the Board
to complement the Group’s strategy; to identifying qualified
individuals to become members of the Board; to assess the
independence of Independent Non-executive Directors; and to
make recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors,
in particular the Chairman and the Chief Executive Officer.
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During the year ended 31 December 2019, the Nomination
Committee held 2 meetings for reviewing the appointment and
retirement of directors; the size, diversity and composition of the
Board to ensure that its composition complies with the Listing
Rules and reflects an appropriative mix of skills, experience and
diversity that are relevant to the Group’s strategy, governance
and business and contribute to the Board’s effectiveness and
efficiency.

BE_Z-NF+A=+T—BHLEFE REZ£E8
SERTMASEUNEHNESZEREE EF
GZAE - ZRERAR BREAKTE LT
MARE AU RBMEXAEERE EAREBKE
BHEERRE BREEZTLAG REFEH
Mk M MERELER ©

Number of
Nomination Committee member attendance
REERERER HEXRS
Ms. Peng Xu ¥Rt 2/2
Mr. Chen Wen Hua PR S EE S A 2/2
Ms. Chen Sheng PR F+ 22 £ 2/2

BOARD DIVERSITY POLICY

Pursuant to the CG Code, the Board adopted a board diversity
policy (the “Board Diversity Policy”) on 1 January 2019. The
Company recognised and embraces the benefits of diversity of
Board members. While all Board appointments will continue
to the made on a merit basis, the Company will ensure that
the Board has a balance of skills, experience and diversity
of perspectives appropriate to the needs of the Company’s
business. Selection of candidates will be based on the Company’s
Board Nomination Policy and a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, experience (professional or otherwise), ethnicity,
skills and knowledge and length of service.

During the year and as at the date of this annual report, the
Board comprises seven Directors, 2 of them are female. The
following tables further illustrate the diversity of the Board
members as of the date of this annual report:

EFESTILRE

REECXELRTA EFEeRN_ZT-NF—HA—
ARMEEEZTBRTEFTEZTLERER]D -
ARAABYREEFERESTIENERRS o
EEFeMAESBEBETEARTOFRRD
A ARAKERESTSEINAARARA XA
FHEE K TRABHTEHREFE - &
FREABERARTDNEESERABRRIBEL—
R ZncEE  BRETRRER - Fik X
EREEES BEIHEBER Bk X6t

R 8 A B AR A R BR -

RAFERRAFHAY  EESHERESHEK -
HFmanLE TRE-SHARKNFRAH
EEgXBEZEZTILIRE:

Age Group
FhHE
Name of Directors 30 to 39 40 to 49 50 to 59
EENE 30E3I9E 40F 498 50E 598
Mr. Lin Xin Fu METIR LA v
Mr. Ma Chi Kwan BEHEE v
Mr. Phen Chun Shing, Vincent ¥ $8 ¥ 4t 4 4
Ms. Chen Sheng [ 4
Mr. Zheng Jin Min o2 B o A v
Mr. Chen Wen Hua PR S EE S A v
Ms. Peng Xu EIRZ L v
Mr. Leung Siu Hong RIKERE 4
(retired on 14 June 2019) (R=ZZ2—h&F

NATEBERE)
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TEEERS
Professional Experience
BEER

Sales of Regulatory

animation Accounting and
Name of Directors derivatives Law Education and Finance compliance

HEHE 2t EE
EFES TTEER pr R e nE B M5 BREH
Mr. Lin Xin Fu METIE LA v
Mr. Ma Chi Kwan BEHLEE v
Mr. Phen Chun Shing, Vincent ¥ $ ¥ % & v
Ms. Chen Sheng PR F+ 22 4 v
Mr. Zheng Jin Min R e v
Mr. Chen Wen Hua PR SC#E S v
Ms. Peng Xu ERLZ L v
Mr. Leung Siu Hong RIKFETE v

(retired on 14 June 2019) (RZZE—NF
NATHHERE)

The Nomination Committee will monitor the implementation of
the Board Diversity Policy and report to the Board annually.

BOARD NOMINATION POLICY

The Company has adopted a Board Nomination Policy for the
Nomination Committee to consider and make recommendations
to Shareholders for election as Directors at general meetings or
appoint as Directors to fill casual vacancies.

Selection Criteria

The factors listed below would be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate:

(1) reputation for integrity;

(2) accomplishment and experience in the business in which
the Group is engaged in;

(3) commitment in respect of available time and relevant
interest;

(4) diversity in all its aspects, including but not limited to race,
gender, age (18 years or above), educational background,
professional experience, skills and length of service;

(5) qualifications which include professional qualifications,
skills, knowledge and experience that are relevant to the
Company’s business and corporate strategy;

(6) the number of existing directorships and other commitments
that may demand the attention of the candidate;
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requirement for the Board to have Independent
Non-executive Directors in accordance with the Listing
Rules and whether the candidates would be considered
independent with reference to the independence guidelines
set out in Rules 3.08, 3.09 and 3.13 of the Listing Rules;

Board Diversity Policy of the Company and any measurable
objectives adopted by the Nomination Committee for
achieving diversity on the Board; and

such other perspectives appropriate to the Company’s
business.

Director Nomination Procedure
Subject to the provisions in the Articles of Association of the
Company and the Listing Rules, if the Board recognises the need
for an additional Director or a member of senior management, the
following procedure will be followed:

(1

(3)

28

The Nomination Committee and/or Board will identify
potential candidates based on the criteria as set out in the
selection criteria, possibly with assistance from external
agencies and/or advisors;

The Nomination Committee and/or the Company Secretary
of the Company will then provide the Board with the
biographical details and details of the relationship between
the candidate and the Company and/or Directors,
directorships held, skills and experience, other positions
which involve significant time commitment and any other
particulars required by the Listing Rules, the Companies
Law of the Cayman Islands and other regulatory
requirements for any candidate for appointment to the
Board;

The Nomination Committee would then make
recommendation to the Board on the proposed candidate(s)
and the terms and conditions of the appointment;

The Nomination Committee should ensure that the proposed
candidate(s) will enhance the diversity of the Board, being
particularly mindful of gender balance;

In the case of the appointment of an Independent
Non-executive Director, the Nomination Committee and/
or the Board should obtain all information in relation to the
proposed Director to allow the Board to adequately assess
the independence of the Director in accordance with the
factors set out in Rules 3.08, 3.09 and 3.13 of the Listing
Rules, subject to any amendments as may be made by the
Stock Exchange from time to time; and

The Board will then deliberate and decide on the
appointment based upon the recommendation of the
Nomination Committee.

(7)
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REMUNERATION COMMITTEE

The Company established the Remuneration Committee on 7
August 2015 with written terms of reference, which was aligned
with the CG Code. The terms of reference of the Remuneration
Committee is currently made available on the Stock Exchange’s
website and the Company’s website.

The Remuneration Committee consists of one Independent Non-
executive Director, namely Mr. Chen Wen Hua (as chairman), one
Executive Director, namely Mr. Lin Xin Fu and one Independent
Non-executive Director, namely Ms. Peng Xu.

The functions of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and
structure on the remuneration packages for all Directors’ and
senior management and on the establishment of a formal and
transparent procedure for developing the remuneration policy.
The model of Remuneration Committee described in code
provision B.1.2(c)(ii) of the CG Code has been adopted by the
Remuneration Committee, which makes recommendations to
the Board on the remuneration packages of individual Executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment.

During the year ended 31 December 2019, the Remuneration
Committee held 2 meetings for reviewing the remuneration
structure for the Executive Directors and senior management and
the remuneration proposals for the year 2018/2019.
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Number of
Remuneration Committee member attendance
FMEEERE HERE
Mr. Chen Wen Hua PR 32 EE S 2/2
Mr. Lin Xin Fu MEFREE 2/2
Ms. Peng Xu G 2/2

Senior Management Remuneration by Band

The emoluments of the members of the senior management of
the Group for the year ended 31 December 2019 fell within the
following bands:

FREENSCcERETEARH:
BE_T-NEFTA=Z+—HLEFELEES
MEREKREZHMERES DT

Number of
Emoluments bands individuals
FEl&E AB
HK$ nil to HK$1,000,000 =% 7T 21,000,000 7T
HK$1,000,001 to HK$1,500,000 1,000,001/ 7t £1,500,0007% T 1
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AUDIT COMMITTEE

The Company established the Audit Committee on 7 August
2015 with written terms of reference, which was aligned with
the CG Code. A revised terms of reference has been adopted on
31 December 2018 to incorporate amendments to the Listing
Rules. The revised terms of reference of the Audit Committee is
currently made available on the Stock Exchange’s website and
the Company’s website.

The Audit Committee consists of three Independent Non-
executive Director, namely Mr. Zheng Jin Min (as chairman), Mr.
Chen Wen Hua and Ms. Peng Xu.

The Audit Committee is mainly responsible for making
recommendations to the Board on the appointment, re-
appointment and removal of the external auditor and to approve
the remuneration and terms of engagement of the external
auditor, and any questions of resignation or dismissal of such
auditor; reviewing the interim and annual reports and accounts
of the Group; and overseeing the Company’s financial reporting
system (including the adequacy of resources, qualifications and
experience of staff in charge of the Company’s financial reporting
function and their training arrangement and budget) and the risk
management and internal control procedures.

The Audit Committee meets the external auditor regularly
to discuss any area of concern during the audit. The Audit
Committee reviews the interim and annual reports before
submission to the Board. The Audit Committee focuses not only
on the impact of the changes in accounting policies and practices
but also on the compliance with accounting standards, the Listing
Rules and the legal requirements in the review of the Company’s
interim and annual report.

During the year ended 31 December 2019, the Audit Committee
held 3 meetings.
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Number of
Audit Committee member attendance
EREEERE HERE
Mr. Leung Siu Hong (retired on RREEERZZTE—NEFEASNAATHBERME) 2/3

14 June 2019)

Mr. Chen Wen Hua PR S EE ST A 3/3
Ms. Peng Xu 2Rt 3/3
Mr. Zheng Jin Min (appointed on BEBMEERZZE-—NFEFAAATHBEEZE) 1/3

14 June 2019)
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During the year ended 31 December 2019, the Audit Committee
reviewed, among others, the annual and interim results of the
Group, which were in the opinion of the Audit Committee that
the preparation of such consolidated financial statements and
results complied with the applicable accounting standards and
the Listing Rules.

The Audit Committee noted the existing internal control and risk
management systems of the Group and also noted that review of
the same shall be carried out annually.

COMPANY SECRETARY

Mr. Chong Man Hung Jeffrey was appointed as the Company
Secretary of the Company on 21 May 2015. The biographical
details of Mr. Chong are set out under the section headed
“Directors and Senior Management” in the annual report.

According to the requirements of Rule 3.29 of the Listing
Rules, Mr. Chong had taken no less than 15 hours of relevant
professional training for the year ended 31 December 2019.

CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for performing the functions set out in
the code provision D.3.1 of the CG Code.

The Board has reviewed the Company’s corporate governance
policies and practices, training and continuous professional and
development of Directors and senior management, the Company’s
policies and practices on compliance with legal and regulatory
requirements, the compliance with the Model Code, and the
Company’s compliance with the CG Code and disclosure in this
Corporate Governance Report.

DIVIDEND POLICY

The Company has adopted a dividend policy (“Dividend Policy”),
pursuant to which the Board has the discretion to declare and
distribute dividends to the shareholders of the Company, subject
to the memorandum and articles of association of the Company
and the applicable laws and regulations of Hong Kong and the
Cayman Islands, any other laws and regulations applicable to the
Company and the factors set out in the Dividend Policy.

The Board shall also take into account the financial position,
cashflow situation, business conditions and strategies, current
and future operations and earnings, capital requirements and
expenditure plans, interests of shareholders, prevailing economic
environment, any restrictions on payment of dividends of the
Group and any other factors or conditions that the Board may
consider relevant when considering the declaration and payment
of dividends.
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The Board will continually review the Dividend Policy and reserves
the right in its sole and absolute discretion to update, amend
and/or modify the Dividend Policy at any time, and the Dividend
Policy shall in no way constitute a legally binding commitment by
the Company that dividends will be paid in any particular amount
and/or in no way obligate the Company to declare a dividend at
any time or from time to time.

AUDITORS’ REMUNERATION

For the year ended 31 December 2019, the remuneration paid/
payable to the Company’s auditor, Grant Thornton Hong Kong
Limited, is as follows:

ExeREBRTREBE  XRE TEﬂTiﬁé
BEMBREMSEEN BT R HEHER
BE BEERERRETERARAFREMETE
CRXNBRENAEZRHORNDN AR KR IW
TEARREEBREMBEHEITHEIRRKE °

£ B B B &
BE-Z-NAF+-A=+—RHILFE ENE
NARRZBEMBE(FER)SFMEEAERA
AIMMEmT:

Nature of services HK$'000
MR FET
Audit services Fi RS 1,020
Non-audit services FEEFRB
— Agreed upon procedures on — WEE BN B wELAEA44005%H T
interim report under HKFRS 4400 EHEPHBRENRER 240
Total 4Bt 1,260

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Board acknowledges its responsibility to prepare the
Company’s consolidated financial statements for each financial
year which give a true and fair view of the state of affairs of the
Group and the Company and of the results and cash flows of
the Group for that year. In preparing the consolidated financial
statements for the year ended 31 December 2019, the Board
has selected suitable accounting policies and applied them
consistently; made judgments and estimates that are prudent, fair
and reasonable and prepared the accounts on a going concern
basis.

The Directors are responsible for taking all reasonable and
necessary steps to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities.

The Directors, having made appropriate enquiries, consider that
the Group has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it
is appropriate to adopt the going concern basis in preparing the
consolidated financial statements.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it has overall responsibility for
evaluating and determining the nature and extent of the risks it
is willing to take in achieving the Group’s strategic objectives,
and maintaining appropriate and effective risk management and
internal control systems. The Board oversees the management
in the design, implementation and monitoring of the risk
management and internal control systems. The systems and
internal controls can only provide reasonable and not absolute
assurance against material misstatement or loss, as they are
designed to manage, rather than eliminate the risk of failure to
achieve business objectives.

The Group has established an on-going process for identifying,
evaluating and managing the significant risks of the Group.
Business units are responsible for identifying, assessing and
monitoring risks associated with their respective units. The
results of evaluation will be reported to the management through
regular internal meetings. Each year, the management prepares
a risk assessment report which lists the risks identified and the
management’s assessment on the impact to the Group. The
Board discusses findings in the risk assessment report and
evaluates the effectiveness of the risk management and internal
control systems in a Board meeting.

The Company has established and maintained procedures and
internal controls for the handling and dissemination of inside
information. The Company has adopted a code of conduct
for dealing in the securities of the Company by the Directors
in accordance with Appendix 10 of the Listing Rules. Other
employees of the Group who are likely to be in possession of
inside information of the Company are also subject to dealing
restrictions. Any inside information and any information which
may potentially constitute inside information is promptly
identified, assessed and escalated to the Board and for the
Board to decide on the need for disclosure. Inside information
and other information which is required to be disclosed pursuant
to the Listing Rules will be announced on the respective websites
of the Stock Exchange and the Company.

Appropriate policies and controls have been designed and
established to ensure that assets are safeguarded against
improper use or disposal, relevant rules and regulations are
adhered to and complied with and reliable financial and
accounting records are maintained in accordance with relevant
accounting standards and regulatory reporting requirements.
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The Group does not have an internal audit function due to the
size of the Group and for cost effectiveness consideration.
Instead, a review on the internal control and risk management
systems is done annually by an independent qualified accountant.
During the year, the independent qualified accountant conducted
an annual review to assess the effectiveness of the Group’s risk
management and internal control systems. The review covered
major financial, operational controls in rotation basis and also
the risk management functions. No significant deficiency was
identified during course of review and the systems were operating
effectively and adequately. The internal control report findings
and recommendations were discussed with the Audit Committee
which reports the findings to the Board. The Group continues to
review the need for an internal audit function annually.

BUSINESS ACTIVITIES IN SANCTIONED COUNTRIES

The US government and other jurisdictions, including the
European Union, the United Nations and the Australian
government, have comprehensive or broad economic sanctions
targeting the Sanctioned Countries (mote D and Sanctioned
Persons (note 2),

Note 1 — Sanctioned Countries are those countries which are the targets
of economic sanctions as administered by the U.S., the EU, the
United Nations and Australia.

Note 2 — Sanctioned Persons are certain person(s) and entity(ies) listed
on the United States Department of Treasury’s Office of Foreign
Assets Control Specially Designated Nationals and Blocked
Persons List or other restricted parties lists maintained by the
EU, the United Nations or Australia.

The Board had effectively monitored and evaluated our business
exposure to sanctions risk, including assigning senior staff to
review and approve all relevant business transaction documents
from customers or potential customers from Sanctioned
Countries and Sanctioned Persons. The designated staff reviewed
information relating to the counterparty of the contract (such as
identity, nature of business, etc.) along with the draft business
transaction documentation. The designated staff checked
the counterparty against the various lists of restricted parties
and countries maintained by the US, the European Union,
Australia or the United Nations, including, without limitation, any
government, individual or entity that is the subject of any OFAC-
administered sanctions which lists are publicly available, and
determine whether the counterparty is, or is owned or controlled
by, a person located in any of the Sanctioned Countries or a
Sanctioned Person. If any potential sanctions risk is identified,
we will seek advice from external legal counsel with necessary
expertise.

During the year ended 31 December 2019, none of our products
were sold to any Sanctioned Countries or Sanctioned Persons.
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NON-COMPETITION UNDERTAKING

Master Professional Holdings Limited and Mr. Chen Sheng Bi (the
“Controlling Shareholder”), being the controlling shareholder (as
defined under the Listing Rules) of the Company, gave a non-
competition deed undertaking in favour of the Company (the
“Non-competition Undertaking”). The Controlling Shareholder
has undertaken under the Non-Competition Undertaking that he,
or it shall provide to the Company and the Directors from time to
time (including the Independent Non-executive Directors) with all
information necessary for the annual review by the Independent
Non-executive Directors with regard to compliance of the terms of
the Non-Competition Undertaking by the Controlling Shareholder
and the enforcement of the Non-Competition Undertaking.

The Controlling Shareholder has confirmed compliance with the
terms of the Non-competition Undertaking and that during the
year under review, there was no matter requiring deliberation
by the Board in relation to the compliance and enforcement of
the Non-competition Undertaking. The Board comprising all
the Independent Non-executive Directors is of the view that the
Controlling Shareholder has complied with the Non-competition
Undertaking in favour of the Company.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company believes that effective communication with
shareholders is essential for enhancing investor relations and
investors’ understanding of the Group’s business performance
and strategies. The Group also recognizes the importance of
transparency and timely disclosure of corporate information,
which enables shareholders and investors to make appropriate
investment decisions.

The members of the Board and Board Committees and the
external auditor will be present to answer shareholders’ questions
in the annual general meetings of the Company. Circulars will be
distributed to all shareholders before the annual general meeting
and any special general meetings in accordance with the timeline
requirement as laid down in the Listing Rules and the articles
of association of the Company. All the resolutions proposed to
be approved at the general meetings will be taken by poll and
poll voting results will be published on the websites of the Stock
Exchange and the Company after the relevant general meetings.

As a channel to promote effective communication, the Group
maintains a website where information on the Company’s
announcements, financial information and other information are
posted. Shareholders and investors may write directly to the
Company at its principal place of business in Hong Kong with any
enquires.
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CONSTITUTIONAL DOCUMENTS

The Company adopted an amended and restated Memorandum
and Articles of the Company (the “Constitutional Documents”)
on 15 October 2015 and effective upon the Listing. A copy of the
Company’s updated Constitutional Documents is available on the
websites of the Company and the Stock Exchange.

During the year ended 31 December 2019, there is no change to
the Constitutional Documents.

SHAREHOLDERS’ RIGHTS

Convening of Special General Meetings and
Requisition by Shareholders

Pursuant to article 64 of the articles of association of the
Company, extraordinary general meetings shall be convened on
the requisition of one or more Shareholders holding, at the date
of deposit of the requisition, not less than one tenth of the paid
up capital of the Company having the right of voting at general
meetings. Such requisition shall be made in writing to the Board
or the Secretary for the purpose of requiring an extraordinary
general meeting to be called by the Board for the transaction of
any business specified in such requisition. Such meeting shall
be held within two Months after the deposit of such requisition.
If within 21 days of such deposit, the Board fails to proceed to
convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures For Proposing a Person For Election as a
Director

Pursuant to the Articles 113 of the articles of associations of the
Company, no person, other than a retiring Director, shall, unless
recommended by the Board for election, be eligible for election
to the office of Director at any general meeting, unless Notice (as
defined therein) in writing of the intention to propose that person
for election as a Director and Notice in writing by that person of
his willingness to be elected shall have been lodged at the Head
Office or at the Registration Office. The period for lodgement of
the Notices required under this Article will commence no earlier
than the day after the despatch of the notice of the general
meeting appointed for such election and end no later than
seven (7) days prior to the date of such general meeting and the
minimum length of the period during which such Notices of the
Company may be given will be at least seven (7) days.

PUTTING FORWARD ENQUIRIES TO THE BOARD

For putting forward any enquiries to the Board, shareholders may
send written enquiries to the Company.
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CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Room 225-27, 2/F.,
Mega Cube, 8 Wang Kwong Road,
Kowloon Bay, Kowloon,

Hong Kong
Fax: (852) 3906 8548
E-mail: ir@partytime.com.cn

For the avoidance of doubt, shareholders must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide
their full name, contact details and identification in order to give
effect thereto. Shareholders’ information may be disclosed as
required by law.
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Directors and Senior Management

=EEREAEHEAEG

EXECUTIVE DIRECTORS

Mr. Lin Xin Fu, aged 37, is the Chairman, Executive Director and
Chief Executive Officer of the Company. Mr. Lin joined our Group
since 2006 and was appointed as an Executive Director of the
Company on 5 May 2015 and re-designated as the Chairman and
the Chief Executive Officer of the Company on 27 June 2017.
Mr. Lin is also the vice general manager of Jiangxi Styler and is
responsible for the sales activities and foreign trade of our Group.

Mr. Lin has over twelve years of experience in manufacturing and
sales of animation derivatives. He has extensive experience in the
sales and trading of cosplay wigs, cosplay costumes, sexy lingerie
and party-related accessories.

Mr. Ma Chi Kwan, aged 43, is an Executive Director of the
Company. Mr. Ma joined our Group in 2017 and was appointed
as an Executive Director on 3 August 2017. Mr. Ma is currently a
director of the Good Success Finance Limited, which is engaged
in exploring fixed income, investment and merger and acquisition
opportunities in financial and equity markets. Mr. Ma has over
19 years of experience in commercial banking, fixed income
market and merger and acquisition. Before joining the Company,
Mr. Ma worked for the Bank of East Asia as an operation
officer responsible for operating and monitoring the Private
Banking Division. Mr. Ma holds a Bachelor Degree in Business
Administration in Banking & Finance from The Open University of
Hong Kong.

Mr. Phen Chun Shing, Vincent, aged 43, is an Executive Director
of the Company. Mr. Phen joined our Group in 2017 and was
appointed as an Executive Director on 3 August 2017. Mr. Phen
is currently an executive director of the Taung Gold International
Limited (a company listed on The Stock Exchange, stock code:
621), which is engaged in trading of mineral and exploration,
development and mining of gold and associated minerals. Mr.
Phen also serves as the independent non-executive director
of the Agritrade Resources Limited (Stock Code: 1131). Mr.
Phen has over 16 years of experience in direct investment and
corporate banking. He was an executive director of the China
Merchants Capital Management (International) Limited from 2012
to 2015, a non-executive director of the Comtec Solar Systems
Group Limited (a company listed on The Stock Exchange, stock
code: 712) from 2010 to 2012. Mr. Phen was a director of the
CMS Capital (HK) Co., Ltd. (formerly known as CMTF Asset
Management Limited) and has served in such position until 2012.
He worked for CLSA Capital Partners from 2007 to 2009. Prior
to that, Mr. Phen worked in the international corporate banking
division of various financial institutions for approximately 7 years.
Mr. Phen holds a Bachelor Degree in Business Administration
and Marketing from the University of North Texas.
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NON-EXECUTIVE DIRECTOR

Ms. Chen Sheng, aged 47, is a Non-executive Director of the
Company. She was appointed as a Non-executive Director of the
Company on 5 May 2015. She is a member of the Nomination
Committee of the Company.

Ms. Chen has over 25 years of compliance experience. Prior
to joining our Group, she served at the Fuzhou City Local Tax
Authority (48 M T3 3 75 # 75 /5) and the Fuzhou Gute Construction
Engineering Co., Ltd (f@MEHFZE L TR BR2AF]). Ms. Chen
is responsible for overseeing the corporate governance of our
Group. Ms. Chen is the sister-in-law of Mr. Chen Sheng Bi, the
controlling shareholder of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chen Wen Hua, aged 52, was appointed an Independent
Non-executive Director of the Company on 7 August 2015. He is
the Chairman of the Remuneration Committee, a member of the
Audit Committee and the Nomination Committee of the Company
respectively.

Mr. Chen obtained a Doctoral Degree in Economics from the
Jiangxi University of Finance and Economics (JT 7 Bf 4% X & T
P EBT) in June 2006, and has been a member of the Eleventh
National Committee of the Chinese People’s Political Consultative
Conference of Jiangxi Province (FBIARBUAHE €& LAE
F+—fBZEF) in January 2013.

Mr. Chen has over 25 years of experience in education industry.
He currently is a Supervisor for Master and a Professor of the
Jiangxi Normal University (T 78 B €5 K £8) and a Professor of the
Shenzhen Institute of Information Technology (& JIl 15 2 5 3 +%
i 2 Be).

Mr. Zheng Jin Min, aged 48, was appointed an Independent
Non-executive Director of the Company on 14 June 2019. He is
the Chairman of the Audit Committee.

Mr. Zheng is a certified public accountant of the Chinese Institute
of Certified Public Accountants (FF B =t & 5T Rl % &) and has
obtained the Securities Investment Fund Industry Qualification
Certificate (FEIEH T ERE S EN FEFLE) in August 2017.

Mr. Zheng has over 20 years of experience in accounting. He
currently serves as the chief financial controller of a private
company.

Directors and Senior Management
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Directors and Senior Management

EREREAEEAS

Ms. Peng Xu, aged 47, is appointed an Independent Non-
executive Director of the Company on 7 August 2015. She is the
Chairlady of the Nomination Committee, a member of the Audit
Committee and the Remuneration Committee of the Company.

Ms. Peng obtained a Doctoral Degree in International Law from
the East China University of Political Science and Law (#E B %
K£Z) in January 2007. Ms. Peng is qualified as a lawyer in the
PRC since May 1999.

Ms. Peng has over 18 years of experience in the legal industry.
She currently serves as an associate professor of the International
Law Faculty (Bl B % 2 Bt ) at the East China University of
Political Science and Law (ZE B BUA K &),

SENIOR MANAGEMENT

Mr. Chong Man Hung lJeffrey, aged 41, joined our group as the
Company Secretary on 21 May 2015.

Mr. Chong is a member of the Hong Kong Institute of Certified
Public Accountants.

Mr. Chong has over 18 years of experience in audit and finance
and is responsible for the company secretarial matters of our
Group. Mr. Chong is currently also serving as the Chief Financial
Officer and the Company Secretary of Yee Hop Holding Limited,
the shares of which are listed on the Stock Exchange (stock code:
1662) since November 2019.

Mr. Xu Chengwu (#& BX &), aged 50, joined our group as the
Finance Manager in October 2012.

Mr. Xu obtained his Bachelor Degree in Accounting from
the Hunan Radio and TV University (i@ & EEEHE A2)
in July 1999 and is a Registered Tax Agent under the State
Administration of Taxation in PRC.

Mr. Xu has over 25 years of experience in finance and taxation

and is responsible for the financial planning, management and
internal control matters of our Group.
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REPORT OF DIRECTORS

The Board of Directors of the Company is pleased to submit their
report together with the audited financial statements of the Group
for the year ended 31 December 2019.

Principal Activities

The Company is an investment company and the subsidiaries are
principally engaged in the design, development, production, sales
and marketing of cosplay products (including cosplay costumes
and cosplay wigs) and sexy lingerie.

Results and Dividend

The results of the Group for the year are set out in the
consolidated statement of profit or loss and other comprehensive
income on pages 76.

The Directors do not recommend payment of any dividend for the
year ended 31 December 2019.

Business Review

The business review of the Group for the year ended 31
December 2019 is set out in the sections headed “Directors’
Business Review and Management Discussion and Analysis” on
pages 8 to 20 respectively of this Annual Report.

Environmental, Social and Corporate Responsibility
Details of which is set out in pages 50 to 68 of the Environment,
Social and Governance Report in this annual report.

Summary Financial Information

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years is
set out on page 165.

Property, Plant and equipment and Right-0f-Use
Assets

Details of movements in property, plant and equipment and right-
of-use assets of the Group during the year are set out in notes 16
and 14 to the consolidated financial statements, respectively.

Investment Properties

Details of movements in investment properties of the Group
during the year are set out in note 15 to the consolidated financial
statements.

Report of the Directors
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Report of the Directors

EFREHELE

Donation
During the year, the Group did not made any donation.

Share Capital

Details of movements in share capital of the Company during
the year are set out in note 30 to the consolidated financial
statements.

Short term borrowings

Details of short term borrowings of the Group as at 31 December
2019 are set out in note 29 to the consolidated financial
statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company’s Articles or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares on a pro rata basis to
existing shareholders of the Company (“Shareholders”).

Purchase, Redemption or Sale of Listed Securities of
the Company
Neither the Company nor its subsidiary purchased, redeemed or

sold any of the Company'’s listed securities during the year ended
31 December 2019.

Reserves
Details of movements in the reserves of the Company and the
Group during the year are set out in consolidated statement
of changes in equity and note 31 to the consolidated financial
statements.

Subsequent events
There were no significant events after the reporting period of the
Group.

The COVID-19 has spread globally in early 2020, which has
adverse impacts on our business operations, and on the
manufacturing industry and the world economy. Up to the date
of this annual report, we are unable to estimate or quantify the
adverse effect of the COVID-19 on our financial performance.
The Group has adopted a series of cost control measures (such
as negotiating with suppliers for more discount/more favourable
terms) to minimize expenses. We will continue to monitor the
effect of the COVID-19 on our business operation, assess and
react actively to its impact on our financial position and our
operating results.
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Distributable Reserves

As at 31 December 2019, the Company’s reserves available for
distribution, calculated in accordance with the provisions of the
Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and
revised) (“Companies Law”) of the Cayman lIslands, amounted
to approximately RMB156.4 million. Under the Companies Law,
the share premium account of the Company of approximately
RMB196.8 million as of 31 December 2019 is distributable to
the shareholders of the Company provided that immediately
following the date on which the dividend, if any, is proposed to be
distributed, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business. The share
premium account may also be distributed in the form of fully paid
bonus shares.

Permitted Indemnity Provision

The articles of associations of the Company provides that the
Directors shall be indemnified out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which they or any of them shall or may
incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty, or supposed duty,
in their respective offices or trusts.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the Directors and
directors of the subsidiaries of the Group.

Management Contracts
No contracts concerning the management and administration of
the Company were entered into or existed during the year.

Compliance with Laws and Regulations

Throughout the year, to the best knowledge, information and
belief, the Company was not aware of any non-compliance with
any relevant laws and regulations that had a significant impact on
the Company.

Remuneration policy

The remuneration policy of the employees (including key
management) of the Group was established by the management
of the Group on the basis of their merit, qualifications and
competence. The Remuneration Committee will review and
recommend the remuneration policy to the Board for approval.

The remuneration of the Directors of the Company are reviewed
and recommended by the Remuneration Committee to the Board
for approval, having regard to the Company’s operating results,
individual performance and comparable market statistics. No
Director, or any of his associates and executives, is involved in
dealing with his/her own remuneration.
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We have adopted a share option scheme to recognise and reward
the contribution of our employees, provide incentives to retain
them to support our continued growth and to attract suitable
personnel for further development. We regularly review the
remuneration and benefits of our employees according to the
relevant market practice, employee performance and the financial
performance of the Company.

Major customers and Suppliers

The aggregate sales attributable to the Group’s five largest
customers accounted for approximately 33.1% of the total
revenue for the year ended 31 December 2019 and the sales
attributable to the largest customer included therein accounted
for approximately 12.1%.

The Group’s purchase from the five largest suppliers for the year
ended 31 December 2019 accounted for approximately 35.8%
of the Group’s total purchases and purchases from the largest
supplier included therein accounted for approximately 8.3%.

None of the Directors, their associates or any shareholders
of the Company (which to the knowledge of the Directors of
the Company own more than 5% of the Company’s issued
share capital) had any interest in the five largest suppliers or
customers.

Directors

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

Executive Directors

Mr. Lin Xin Fu

Mr. Ma Chi Kwan

Mr. Phen Chun Shing, Vincent

Non-Executive Directors
Ms. Chen Sheng

Independent Non-Executive Directors
Mr. Chen Wen Hua

Mr. Leung Siu Hong (retired on 14 June 2019)
Ms. Peng Xu

Mr. Zheng Jin Min (appointed on 14 June 2019)

In accordance with Article 112, Mr. Zheng Jin Min who was
appointed as Directors of the Company after the 2019 annual
general meeting, should retire in the 2020 AGM but being
eligible, offers themselves for re-election.
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In accordance with Article 108(a), Mr. Lin Xin Fu and Ms. Peng
Xu shall retire by rotation at the 2020 AGM, Mr. Lin Xin Fu and
Ms. Peng Xu being eligible, offer themselves for re-election.

Independence Confirmation

The Company has received from each of the Independent Non-
executive Directors a confirmation of independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers all of the
Independent Non-executive Directors are independent.

Directors’ Service Contracts

Each of the Executive Directors (except for Mr. Zheng Jin Min,
Mr. Ma Chi Kwan and Mr. Phen Chun Shing, Vincent), Non-
executive Director and Independent Non-executive Director has
entered into a service agreement dated 7 August 2015 with the
Company for an initial fixed term of three years commencing from
16 October 2015 (i.e. the Listing Date) and has renewed for a
further three years.

Mr. Ma Chi Kwan and Mr. Phen Chun Shing, Vincent, Executive
Directors, each has entered into a service contract with the
Company for an initial term of three years commencing from 3
August 2017.

Mr. Zheng Jin Min has entered into a letter of appointment with
the Company for a term of three years commencing from 14 June
2019, which may be terminated in accordance with the terms of
the letter of appointment.

Each of the Executive Directors may terminate the service
agreement with the Company by giving not less than three
months’ notice in writing after the initial fixed term. The Company
may terminate the service agreement with each of the Executive
Directors by giving not less than three months’ notice in writing at
any time during the service period.

The service agreement of each of the Non-executive Director
and Independent non-executive Directors with the Company may
be terminated by giving at least one month’s notice in writing by
either party.

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has an unexpired service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.
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Directors’ Interests in Contracts of Significance

None of the Directors had a significant beneficial interest,
either directly or indirectly, in any contract of significance to
the business of the Group to which the Company or any of its
subsidiaries was a party during the year.

Model Code for Securities Transactions

The Company has adopted the Model Code as the Company’s
code of conduct for dealings in securities of the Company by
the Directors. Based on specific enquiries of the Company’s
Directors, the Directors have complied with the required standard
set out in the Model Code throughout the accounting period
covered by the annual report.

Directors’ And Chief Executive’s Interests And

Short Positions In Shares, Underlying Shares And
Debentures

As at 31 December 2019, none of the Directors, chief executives
of the Company and/or any of their respective associates had any
interests or short positions in any shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFQ")), as recorded in the register required to be
kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers.

Directors’ Rights to Acquire Shares or Debentures
Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors to acquire such rights in any other body
corporate.

Share Option Scheme

The Share Option Scheme is a share incentive scheme and is
established to recognise and acknowledge the contributions
that Eligible Participants (as defined below) have made or may
make to the Group so as to motivate the Eligible Participants to
optimise their performance and efficiency for the benefit of the
Group, and attract, retain or otherwise maintain ongoing business
relationship with the Eligible Participants whose contributions are,
will or expected to be beneficial to the Group.

The Share Option Scheme shall be valid and effective for a period
of ten years commencing on 7 August 2015, after which no
further options will be issued. The total number of Shares which
may be issued upon exercise of all options to be granted under
the Share Option Scheme and any other schemes shall not in
aggregate exceed 75,000,000 Shares (10% of the Shares in issue
as at the date of Listing), unless approved by the shareholders in
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general meeting (the maximum number of Shares of the Company
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme
and any other share option schemes of the Company must not
exceed 30% of the total number of shares of the Company
in issue from time to time). No option may be granted to any
Eligible Participant which, if exercised in full, would result in the
total number of Shares issued and to be issued upon exercise
of the options already granted or to be granted to such Eligible
Participant under the Share Option Scheme (including exercised,
cancelled and outstanding share options) in any 12-month period
up to and including the date of such grant exceeding 1% in
aggregate of the Shares in issue as at the date of such grant. The
offer of a grant of share options shall be accepted when the offer
letter has been duly signed and a consideration of HK$1 in total
has been paid by the grantee. The exercise period of the share
options granted is determinable by the Directors and ends on a
date which is not later than ten years from the date of the offer of
share options.

Eligible Participants include: (i) any Eligible Employees. “Eligible
Employees” means any employee (whether full time or part
time, including any Executive Director but excluding any Non-
executive Director) of the Company, any subsidiary or any entity
in which the Group holds at least 20% of its issued share capital
(“Invested Entity”); (ii) any Non-executive Director (including
Independent Non-executive Directors) of the Company, any
subsidiary or any Invested Entity; (iii) any supplier of goods or
services of any member of the Group or any Invested Entity; (iv)
any customer of any member of the Group or any Invested Entity;
(v) any person or entity that provides research, development or
other technological support to any member of the Group or any
Invested Entity; (vi) 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; (vii) any
advisor (professional or otherwise) or consultant to any area of
business or business development of any member of the Group
or any Invested Entity; and (viii) any other group or classes of
participants who have contributed or may contribute by way of
joint venture, business alliance or other business arrangement to
the development and growth of the Group, and, for the purposes
of the Share Option Scheme, options may be granted to any
company wholly owned by one or more Eligible Participants.

The exercise price of options shares shall not be less than the
highest of: (i) the closing price of the Share as stated in the
Stock Exchange’s daily quotations sheet on the date of grant of
the relevant option, which must be a day on which the Stock
Exchange is open for the business of dealing in securities (a
“Trading Day”); (ii) the average closing price of the Shares as
stated in the Stock Exchange’s daily quotations sheets for the five
Trading Days immediately preceding the grant date of the relevant
option; and (iii) the nominal value of a Share on the offer date.
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The principal terms of the Share Option Scheme are set out in
the Prospectus.

Pursuant to the Share Option Scheme, the Company may grant
options to Directors and employees of the Group and other
eligible participants to subscribe for Shares not exceeding 10% of
the Shares in issue, 75,000,000 Shares.

No option has been granted under the Share Option Scheme and
no option was exercised during the year under review. There was
no option under the Share Option Scheme outstanding at the end
of the reporting period.

Interests of Shareholders Disclosahle Under The SFO

As at 31 December 2019, so far as is known to the Directors, the
following persons (other than the Directors and chief Executives
of the Company) had interests or short positions in the Shares
and underlying Shares of the Company which were required to be
notified to the Company under Divisions 2 and 3 of Part XV of the
SFO or which were recorded in the register required to be kept
under section 336 of the SFO.

Long positions in the Shares and underlying shares of the
Company:

BREAINEIZGIIANBRER -

RIEBRESS  ARaAmMEERAEEES
WREREMAEBER2BEERDERE  URETEB
i#75,000,0000% 2 T IR D10% B AR 19 ©

AEERROBEFEAYLERERBRETERD
BRENTEBRERTE NRBEHR BR
BT AT ERRITENBRE -

REBFRURGAATFLEESZREE
=

RZFB-NAF+-_A=t—H BEZHM T3
AT(BEERARAZRSTHRAERINREARF
Mk REERDT  BEEARBEESFRBER
PIEXVER 2R3N FHNEARRE - HARER 7
MEIEGPIE3361K 17 B 2 & a0 it FTAC 8k a0 # 25

RARABD R EERDOTE

Approximate
percentage
of the issued

Number of share capital of
Name of substantial shareholders Notes Nature of interest ordinary shares the Company
HELT
ERTREN
FTERRER iz RHaKH EER®BAE #nask
Mr. Chen Sheng Bi (a) Interest of controlled corporation 371,859,000 41.42%
PR BB 5 25 A4 (@) XESEENERS
Master Professional Holdings Limited (“Master (a) Beneficial owner 371,859,000 41.42%
Professional”)
Master Professional Holdings Limited (@) EREBA
([Master Professional])
Ms. Li Zhi Ping (b) Interest of spouse 371,859,000 41.42%
oS g b) BB R
Mr. Lam Shek Sun Beneficial owner 78,563,000 8.75%

W kL ESEAA
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(a)  Master Professional is 100% beneficially owned by Mr. Chen Sheng
Bi. Accordingly, Mr. Chen Sheng Bi is deemed to be interested on
the Shares held by Master Professional.

(b)  Ms. Li Zhi Ping is the spouse of Mr. Chen Sheng Bi. Under the
SFO, Ms. Li Zhi Ping is taken to be interested in the same number
of Shares in which Mr. Chen Sheng Bi is interested.

Save as disclosed above, the Directors are not aware of any
other persons who have interests or short positions in the Shares
and 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 registered
required to be kept under section 336 of the SFO.

Sufficient of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained a sufficient public float as required under the Listing
Rules during 2019 and up to the date of this report.

Corporate Governance

Details of the Company’s corporate governance practices are set
out in the “Corporate Governance Report” section in the annual
report.

Audit Committee

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2019.

Auditor
A resolution will be submitted to the annual general meeting to
re-appoint Grant Thornton Hong Kong Limited as auditor of the
Company.

On behalf of the Board

Mr. Lin Xin Fu
Chairman and Chief Executive Officer
Hong Kong, 31 March 2020

Report of the Directors

EREHRELE

(@) Master Professional f PR 22 3 5 £ 100% E e A ©
A itk -+ R 2 o 4k A 4 4R & A Master Professional
BB EEER -

(b)) ZFEFLTEMEBLEAZEB BEZELELH

B0 FEILIBRERNREBEERE#E
SRR BER DT HEAER -

BEXFBEEN  EEHETABEAEMAL
RARTNRAR ARG EERBESR
BE I EXVRERID BARNAARHE %
JEIR R B % K H 1 ) 33606 17 B 2 B R M AR
R ERRAE -

ERLOTBFBERE
REARRARABNERRRESHAAM R
E-NFAREBEEAKEEN ARFECHER L
MRAMBENTREARTRE -

*RER
ARAREEEARRNFBARLAFRIEEER

HE|—F -

EREAT
ENZEEEERHNAKRERBE_ZT-AF =
A=+ —HLEFENGAMBHERE -

3 4]
ARFSRIRFBFAE LIRS —HERHE (B H)
BB FERAT AR R LKA R AR -
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&% —F-FF=A=t+-8

49

ANNUAL REPORT 2019 “Z—JLEF#



Environmental, Social and Governance Report

B - g RkEhEEE

LETTER TO SHAREHOLDERS, STAFF AND FRIENDS
FROM ALL SECTORS OF THE SOCIETY

Dear shareholders, staff and friends from all sectors of the
society,

My greetings to you all!

China Partytime Culture Holdings Limited is always committed
to conducting responsible investments in the regions where we
operate, and in manufacturing and selling of our products such
as cosplay costumes, wigs, sexy lingerie, strives to promote
internationalization of our products and brands to become a one-
stop solution supplier in the party costumes sector.

We are very pleased to share with you the Environmental, Social
and Governance Report for the year ended 31 December 2019
published by the Group. This report is a summary of the Group’s
work on environmental protection and social responsibilities
during last year, and the results and feedback regarding the
implementation of ISO14001 Environmental Management
System, 1ISO9001 Quality Management System and OHSAS18001
Occupational Health and Safety Management System.

As a responsible enterprise, whilst giving full play to its own
strengths, we actively explore partnership values and focus on
improving corporate social values to promote the growth of the
enterprise. During the process of building common values, we
always uphold the following principles:

° Caring about the environment, low carbon life, energy
conservation, benefiting the society;

° While being responsible to shareholders in creating profit,
also assuming responsibility towards the environment, the
staff, the consumers and the community;

° Placing great emphasis on human values and society
contribution during the production process, going beyond
the traditional concept of only making profit.

In future, we undertake to constantly improve the environmental
and social management systems, and create conditions for
realizing the environmental and social values together with
upstream and downstream customers. We always welcome your
valuable opinions!

Yours faithfully

Li Xin Fu

Chairman

China Partytime Culture Holdings Limited
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Environmental, Social and Governance Report

ABOUT THE REPORT

Report Introduction

China Partytime Culture Holdings Limited (the “Company”),
together with its subsidiaries (the “Group”or “We”) are pleased
to publish the Environmental, Social and Governance (“ESG”)
Report for the period of 1 January 2019 to 31 December 2019
(the “Year”). The ESG Report provides information regarding the
Group’s principles and works as a corporate citizen in the past
year. Relevant contents concerning the corporate governance
can be seen in the Corporate Governance Report in the annual
report.

Scope of Report

The ESG Report covers the Group’s performance of its core
business in terms of the environmental management and social
responsibility for the Year. The Group continued to engage in
the design, development, production, sales and marketing of
cosplay products (including cosplay costumes and wigs) and
non-cosplay costumes (including sexy lingerie) during the Year
without significant changes in the principal business. The key
performance indicators (“KPI”) in the environmental category
disclosed in the ESG Report continue to focus on the Group’s
subsidiary, Partytime Group Co., Ltd. (“Jiangxi Partytime”)
located in Yichun City, Jiangxi Province, the People’s Republic of
China (the “PRC").

Reporting Standard

The ESG Report is prepared in accordance with the
Environmental, Social and Governance Reporting Guide in
Appendix 27 of the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (“Stock Exchange”).

Opinion and Feedback

For details about the Group’s environmental, social and corporate
governance, please refer to the official website of the Company
(http://www.partytime.com.cn) and the annual report. The
Group attaches great importance to your opinions in this report.
You are welcome to email your questions or suggestions to:
ir@partytime.com.cn.

Hig - tgREEME

RMREHS

mE@BN

FERE EERAERARDTEART DR EWNE
AR (ABIAEBIKERMADMARAER=-F AN
F-A-BEZT-AF+-_A=t+—RHUXFE)D
HEIRE e REE(ESG)HE - ESGHRE
M TAKREREE-FETEEARALAR
FORARETHIE - BRACEEANAT
FR2HUAFHRANEEERRSE °

& HEE
ESGHREREREBRLDEBNAEEEREE
BERHeEE A EMNRE - AEE AEEMNE
MR MBS RS BEN TR BB
HE HERLHEACHEER(BIEAGHER
iR AEHEREIREACH BERNH(BIELER
MAK) » ESG ¥R & A 3 55 & B2 45 40 W5 BY 52 48 e 12
(KPI) B EFENAEBUNPEARKLME ([
B IBAEEETHONBARRY XLEBAR
AF(CIFRE DRI -

WMEER
ESGHRETEBEABERZMBRAR ([BRA])
EHEETHRAME -+ ECRE - H@RERARS
EIDFmS

BERRRE

EBASERE HeRkOEEANFMEEN &
Z2F AR RIHE J7 AUk (http://www.partytime.com.cn)
NER - AEEERLHEOBRENT L B
MTEIRRMEDR BRAONEHREABEEE
LA B8 45 : ir@partytime.com.cn
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Hig - g RkEaWs

ESG Governance

The Group believes that establishing and implementing sound
ESG principles and practices will help increase the value of
the investments of an enterprise and provide long-term returns
to its stakeholders. To ensure it maintains effective ESG risk
management measures and internal control systems, the Board
of the Group is responsible for overseeing the formulation and
reporting of the Group’s ESG strategies and assessing and
determining the ESG-related risks. In order to improve the Group’s
ESG governance, the Board periodically conducts independent
evaluations of the adequacy and effectiveness of the Group’s ESG
management through internal review function.

Stakeholder Engagement

The Group believes that the opinions of stakeholders will help to
improve business operations and future business development,
and therefore we actively and positively communicate with
stakeholders. We interact with stakeholders through a variety
of effective communication channels to understand their
requirements and expectations in respect of corporate sustainable
development, which could help us to formulate practicable
policies on sustainable development and related implementation
work.

The following table sets out our relevant stakeholders,
their requirements and expectations for the Group, and the
corresponding communication and response methods.

Stakeholders
BmnE

Requirements and Expectations
ERMAE

ESGE A
AEEHEERLMERTENESGRAIRENSE
PlRSCXNREBE YRAEFNERHEER
HE® - RHERTZHEROHESGRE &2 i &
NHEHNER AEBEESAEEEAEH
MESGERBMM B ERERTHE  ULRFBHREE
ESGHHEER - RNEAKBMESGER EFE
BBRANDEECRETHHESGEETENRT D
MAREETBLFER KRN -

HhEsR
AEERRFNENBERAIRNUEXZBLEER
REEBER Bt T8 BTG ERF)EETT
BE -HMNEEZRAMNBARBEFTNER
MEY BREEHCEUFBEERNEZRNE
E-RMEDRMICUAERNATREERK
REREMRmMAEIE-

TRIETHEMABBORNE  REHAKEWN

BRMYPE URHENBEBEOEST R -

Communication and Response Methods
BERDOERX

Governmental and °

Regulatory Agencies laws and regulations

Compliance with national policies and o

Regular information report
Regular communication with regulatory

e To promote local economic development agencies
e To pay taxes on time e Inspection and supervision
IR B B M s BIFERBRLERZER e THIEHRESR
e REMALEER o THIHEBTMIBED
o IREFEATR e BMEREE
Shareholders e Returns on investment e General meetings
e Compliant operation e Company announcements
e To improve company value e Email, telephone and company websites
e Transparent information and effective e Special report
communication e On-site investigation
g R o Uy [Ol R e REXRE
s AMEE o REINE
e RARFIEMA o BE  FEBIAKRAAML
s BHERAKBEMESR o HB[EW
s EHER
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Stakeholders

Environmental, Social and Governance Report

Requirements and Expectations

Hig - tgREEME

Communication and Response Methods

BinE EXRMYPL BEROESX
Partners e |ntegrity-based operation e Review and evaluation meetings
e Fair competition e Business communications
e To perform contracts according to law e Exchanges and seminars
e Mutual benefits e Negotiation and cooperation
BERH s WMERKE s BHHNME
o NWEF s BKEB
o FKIEBEH o A
e GRHE e BHAIE
Customers e High quality products and services e (Customer service center and hotline
e To perform contracts according to law e Customer feedback survey
e Health and safety e Customer communication meeting
e |ntegrity-based operation e Social media platform
e Return visit
S s BEEmMBERY o BFIRBEF LML
o KIEEH s XFERASL
e RREHEZTE s BPBBERE
o WMERKE e HXREBTA
e [EIF

Environment

IRIE

Industry

7%

Employees

mo
H

\
”

Community and the Public

NN

e Compliant emission
e FEcological protection

o EIRPEN
R & A B

Industry standard formulation

To promote industrial developments
TEBRESE

R ETERR

To safeguard rights and interests
Occupational health
Remuneration and benefits
Career development

Human care

7 o= HE

BERRE

e R

BEER

A X Bz

To participate in public welfare
undertakings

Transparent information
WEMEIRIE
SEANmEE

B AR EA

To improve the community environment

e To communicate with local
environmental department

e To submit reports

o HEFMIRBIMFALZRN

R W&

e To participate in industry forums
e |nvestigation and mutual-visits
s ZWMITERIE

o EREFG

e Staff communication meeting
e Company magazine and intranet
e Employee mailbox

e Trainings and workshops

e Employee activities

e BIEBE

o AT A

e BTIf=#

o FAIIET{EY

e BIEE

e Company websites

e Company announcements

e Media interviews

e Social media platforms

o NAEMYL

e RNERE

o FEEFEE

s HXREBTAE
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Hig - g RkEaWs

Meanwhile, the Group also commissioned independent third-party
consultants during the Year to assist the Group in conducting
internal materiality assessments based on developments and
operational nature. By inviting internal stakeholders to conduct
a survey, we were able to understand their level of attention to
the material issues so that we could initially identify the material
issues for internal stakeholders. The internal investigation
process will help the Group to conduct more effective materiality
assessments for internal and external stakeholders in the future,
and the result of the materiality assessment of the internal
stakeholders will serve as an internal management reference for
the Group.

ENVIRONMENT AND RESOURCES

Emission Management

The Group always strives to improve environmental quality,
enhance resource utilization efficiency, promote self-
development, and coordinate with environmental protection.
The Group continued to strictly comply with the Environmental
Protection Law of the PRC, the Energy Conservation Law of the
PRC and other relevant laws and regulations. On the basis of
implementing the Environment Management System, the Group
identified environmental aspects in the offices and factories such
as exhaust gas emissions and waste generation, regulated the
environmental management work of the Group according to the
frequency, impact area and extent of each aspect, monitored their
emission performance and formulated long-term environmental
protection plans, so as to continually improve environmental
protection performance. The achievements of Jiangxi Partytime
on environmental management work can be reflected in the GB/
T24001-2016/1S014001:2015 Environmental Management System
Certification certificate obtained by it.

54
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Environmental, Social and Governance Report

Wastewater Discharge

The Groups did not produce any industrial wastewater in its
production and operation. The wastewater discharged by the
Group was mainly domestic sewage, which was drained via
the municipal pipeline to the local sewage plant for further
purification after simple treatment in the wastewater treatment
facilities of the factory. To ensure that the discharge of sewage is
up to standard, Jiangxi Partytime hired the local environmental
monitoring station to monitor its wastewater discharge on an
annual basis, in order to guarantee the water quality meets the
requirements of the third-level standard of the national GB8978-
1996 Integrated Wastewater Discharge Standard. During the Year,
the domestic sewage discharge data of Jiangxi Partytime are as
follows:

Hig - tgREEME

Bk BB

AEENEEELEY NS REMTRBEKNEL
B HE MV BE K E 2 RAETEIF K « £IEFKR M
BSKEEREALHERER  BEATREP
BAZHSKBIEE— T FLRE - REMRITK
ERER IARSEFEFEHNRRENLEY
HEKERBERETER BRKETEEX
GB8978-1996 5 KiZ A BF MR E)PN =R EE
Ko REE  THRSHEESKERBUENT

Standard
Emission Implementation

Concentrations Values
Wastewater Discharge B KR HRRE BITHEE
pH pH 7.25~7.38 6-9
Suspended matter (mg/L) BEMERH) 34.5-37.5 400
Chemical oxygen demand (mg/L) tEEas8(ZR, ) 25.1~27.5 500
Ammonia nitrogen (mg/L) 2R (ZR ) 0.15~0.20 25
Animal and vegetable oils (mg/L) HEwa(ER ) 0.09~0.11 100

Exhaust Gas Emission

The air pollutants emitted during the Group’s production and
operation mainly include nitrogen oxides, sulfur oxides and
particulate matters, which are mainly emitted from the burning
of gaseous fuel in the canteen and from automobile exhaust.
During the Year, the detailed exhaust gas emission data of Jiangxi
Partytime are as follows:

&
AEELEELBREFMNERSANEIZER
AW WMABELYNMBERNY HEIERERE
REMRBREMAIERR - AFE  TAKYH
AR ERFERBIEANT

2019 2018
Exhaust Gas Emission BEREm —E—hFE —ZT—)N\F
Nitrogen oxides (kg) RELW(FR) 78 34
Sulfur oxides (kg) matw(F=) 0.06 0.07
Particulate matters (kg) TR (F) 4 3
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Greenhouse Gas Emission

The greenhouse gases emitted by the Group during its production
and operation process are mainly divided into three separate
scopes: scope 1 — direct emissions from the burning of fossil
fuels, scope 2 — energy indirect emissions from purchased
electricity, and scope 3 — other indirect emissions from outbound
business trips, freshwater and wastewater treatment, and disposal
of paper waste at landfill. During the Year, the greenhouse gas
emission data of Jiangxi Partytime are as follows:

i 2
AEBLEBLBREFNNEEREBIEN A=
ER L& BE——RECARBMEERD
EERBER BE_-IBEHEXKNEIRE R
B ARBE=—HIRH  RKMNI5KERE R
BANGEREREERMEXNNDEMEZEER - K
FE -IARSNEERBHRBEAT:

2019 2018
Greenhouse Gas Emission BB —E—_QE —T—)\&
Total emission of greenhouse gas BERBAERE
(tons of carbon dioxide equivalent) (@t £ 690 495
Scope 1: Direct emission HE—HEHER
(tons of carbon dioxide equivalent) (/i EE 27 18
Scope 2: Energy indirect emission HE—: RERMEEEEMN
(tons of carbon dioxide equivalent) (/i EE 640 457
Scope 3: Other indirect emission HE=: HEEZE R
(tons of carbon dioxide equivalent) (-S|t EE 23 20
Greenhouse gas emission of each square meter of HF A ARKEEEAEHNLEEREHLERE
floor area (tons of carbon dioxide equivalent/m?) (W — &L E € F HK) 0.02 0.01
Waste Disposal BEYWEE

The solid waste of the Group can be categorized into non-
hazardous waste and hazardous waste. The non-hazardous
waste of the Group mainly comes from the production waste,
waste cartons and domestic garbage produced in the daily life of
the staff, while the hazardous waste includes industrial sewing
machine used lubricating white oil for facility overhaul and
maintenance, and oil drums of white oil. The data of the waste of
Jiangxi Partytime are as follow:

AEEELENEEEENINSEZTEREYNE
TEREY BEEEVWIERBEEEMN BER
MARBIEAMNAEGRN T AEBEEDABRE
ARREREERBENTIEZLARBERAHLK
BB - TR EEMELEBIBENAT

2019 2018

Waste BEM —E—-NFE _—_T)N\F

Hazardous waste produced (tons) EEBEEMESSE () 0.19 0.73
Hazardous waste produced per square meter of THAREHEAENESEEY

floor area (kg/m2) ELEEFRERHK) 0.005 0.02

Non-hazardous waste produced (tons) mEBEZEYEL=Z (W) 95 103
Non-hazardous waste produced per square meter FTHAEHEAENEESEEY

of floor area (tons/m2) ELE M FHXK) 0.002 0.003
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In order to keep the city clean and reduce the risk of
environmental pollution, the Group continued to strictly supervise
waste sorting, placing and disposal in accordance with the
internal waste collection and disposal regulations and the solid
waste management procedures with reduction, harmlessness and
recycling as the principles of waste control and management, and
aimed to achieve energy conservation and emission reduction
by conducting recycling and comprehensive utilization. As for
the non-hazardous waste, we assigned relevant staff to place
the garbage in the designated place at the designated time,
which would then be removed and disposed of by a garbage
collection company on a daily basis in accordance with the
Law of the PRC on the Prevention and Control of Environmental
Pollution by Solid Wastes and the relevant local regulations on
the urban appearance and environmental health management.
We implemented classified collection of production waste such
as the scraps in the fabric cutting and residual hairline in the wig
combing, and then directly conducted processing or sold them
after processing by the recycling company, in order to put the
recycling of waste materials into practice.

We require that relevant staff shall collect and store hazardous
waste in the designated area, and to commission recyclers with
qualified operating license for harmless treatment in accordance
with relevant laws and regulations such as the Technical Policies
on the Prevention and Treatment of Pollution by Hazardous
Waste of the Ministry of Ecology and Environment of the PRC.
Meanwhile, we carry out the necessary safety measures such
as anti-leakage, anti-scattering and anti-spillage to guarantee
the proper storage and transportation of hazardous waste. In
addition, the Group conducts a field visit to the recycler at least
once a year to understand how they handle the waste.

Hig - tgREEME

RERFBEHTNBRFERBORRSRNOER
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USE OF RESOURCES

BiRER

Besides engaging in pollution prevention, the Group also BRE ORISR AN  REBNERSHEERD

attaches importance to the management and utilization of various
resources, and continuously analyze monthly, quarterly and
annual resources and energy consumption. The direct energy
consumption of the Group was mainly attributable to the fuel

used by the canteen and vehicles, while the indirect energy
consumption was attributable to externally purchased electricity.
During the Year, resource usage data of Jiangxi Partytime are as

EREMER BEOINMAE FEMEFEEREK
EREAE AKBENERERERIEZRER
EREHAAME  MEXERBERIREIIE
BN -AFE - THRENEREREELT

follows:
2019 2018
Use of Resources HiRER —E-hE —ZT)\F
Total energy consumption (MWh) fEREEE CkEE) 1,531 1,167
Direct energy consumption (MWh) HEREREE KRE) 83 72
Indirect energy consumption (MWh) MEZRFEE KR K) 1,448 1,095
Energy consumption per floor area (MWh/m2) FTHAREEHEEMNERES
(KRB, FFK) 0.04 0.03
Total water consumption (m?) B FEK=E (L FK) 42,704 33,505
Water consumption per floor area (m3/m2) FHARAEEEENEKE
(7K TFFHK) 1.07 0.84

As for the packaging materials, finished products such as

BEMRERTE TREY & HRENRGS

wigs and costumes are packaged by lJiangxi Partytime, using R @EFTEE  ZEHMALEV R BEER

packaging materials including plastic products and paper

products, and the detailed usage data of the Year are as follows:

MERm MAFREFANERIBEOT

2019 2018
Use of Packaging Materials BRVEER —E—hEFE =—ZT—)N\F
Total packaging material used (tons) BEMERAE W) 38 77
Total plastic products used (tons) BREREAE W) 22 44
Plastic packaging material used per product HEMNBHEBEMEAE
(kg/product) (FR/ER) 0.01 0.01
Total paper products used (tons) KR RPERE (W) 16 33
Paper packaging material used per product HEGNEZREEMRAE
(kg/product) (FR/ER) 0.01 0.01
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Energy Conversation, Emission Reduction and
Environmental Protection

Due to the business nature, the production and operation
of the Group do not have significant adverse impacts on the
environment and natural resources. The Group has strived to be
a responsible corporate since its establishment, and has been
trying its best in using resources effectively in the processes of
production and providing services. Therefore, it has developed
and implemented energy management procedures to reduce the
load on the environment. On one hand, the Group inculcates the
environmental saving concept of “reducing resource consumption
starts from me” to staffs through pre-job training and
assessment to achieve the corporate target of full participation
in environmental protection and conservation by all staff. On
the other hand, the Group regularly monitors and quantizes
consumption of resources such as water, electricity, fuel, paper,
office supplies, raw materials and packaging materials, formulates
resource conservation objectives and implementation proposals,
and reviews the goal achievement.

The Group has implemented several measures on water,
electricity and paper reduction in the daily work to control energy
and resources consumption. For instance, we post water saving
notices in kitchens, toilets and laundry rooms, educating the
employees of ways to save water; it is required that the use of
taps must follow the principle of “turning off before leaving”,
prohibiting water dripping from occurring. For office equipment
and illumination, the principle of “power off and lights off when
leaving” must be complied with, forbidding any idle use of
electric equipment. We also require staff to use internal extension
lines and mails in order to avoid unnecessary printing and fax,
and print on both sides and reuse paper to reduce the paper
consumption. We also focus on the greening in the factory area.
Jiangxi Partytime planted 20 new trees in the factory area during
the Year to optimize the environment and reduce the carbon
emission.

In order to reduce the greenhouse gas emission caused by
business trips of the staff, the Group has introduced efficient
electronic office systems and accelerated the setup of telephone
conference system. For works that inevitably requires business
trips, we require staff to use public transport and take the
initiative to arrange shuttle buses transportation between the
administration building, the production plants and the downtown
to reduce company car usage. For transportation vehicles, we
prescribe reasonable arrangement on vehicle routes and ensure
timely engine turn-off when the driver is leaving the vehicle for
the reduction of fuel consumption.
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The Group manages to reduce the consumption of raw materials
and packaging materials, as well as to reduce the product
rejection rates and the refurbished rates in the production
process. We further save resources by repeatedly using materials
such as transit cartons; continuously strengthen the research and
development of product, reduce usage of hazardous materials,
and proactively apply toxic free, harmless, safe and environment-
friendly materials into products; upgrade production equipment,
and introduce equipment such as fur suction machine, in order to
reduce production of waste materials and emission of pollutants.

In order to reduce the effect that the exhaust gas has on staffs’
health and the environment, the Group strengthens the measure
with exhaust ventilation of factory, dilutes the accumulated indoor
pollutant concentration, maintains good air quality in the factory
and collects exhaust gas with gas-collecting hood. The gas is
emitted though exhaust pipe with necessary of ensuring that the
collection rate is no less than 85%, thereby reducing the pollution
caused by the diffusion of exhaust gas into the atmosphere.

In addition, the effective utilization of clean energy also plays a
huge role in energy conservation and environmental protection
of the Group. The solar power system under operation by Jiangxi
Partytime has reached the power generation of 230MWh for
the Year. Comparing to the energy indirect emission through
purchased electricity, the system has reduced approximately 121
tons of carbon dioxide equivalent of greenhouse gas emission for
Jiangxi Partytime, accounting for 18% of its total greenhouse gas
emission.

EMPLOYMENT AND LABOR PRACTICE

Employment Policies

Regarding staff as its most precious assets, the Group is
committed to protecting the legitimate rights and interests of
the staff and enhancing staff's sense of belongings to the Group
by focusing on welfare benefits, development and training, and
occupational health. We comply with the relevant laws and
regulations such as the Labor Law of the PRC and the Labor
Contract Law of the PRC and respects and treats each employee
equally. Staff recruitment, development and promotion are
based on staff’s own potential and abilities demonstrated in
works, without taking into account gender, age, ethnic, disability,
religious belief or marital status. We are committed to creating a
harmonious, inclusive and non-discriminatory work environment.
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Emphasizing a diversified team building, the Group recruits
talents with different cultural backgrounds and qualifications from
different regions. Adhering to the principle of open recruitment,
equal competition, selective recruitment and priority to internal
staff, the Group enters into Labor Contracts with all the staff
in accordance with national and local regulations. The Group
implements the standard working hour system with eight hours
per day and 40 hours per week. Overtime subsidies or alternative
rests will be arranged in accordance with relevant regulations in
need of extension of the working hours due to production needs.

In terms of remuneration, the Group provides competitive
remuneration for its staff in order to attract and retain staff. We
established a remuneration management system and the staff’s
wage level is determined based on the Group’s remuneration
policy and staff’s performance. We review and adjust the wage
level according to the local market level, the overall business
efficiency and the individual performance evaluation results on
an annual basis. In order to stimulate the staff’'s enthusiasm,
we regularly carry out objective and fair evaluation of the staff’s
competence, professional skills, working attitudes, plans,
objectives and comprehensive quality, and stimulate the staff by
means of competitive employment, elimination of the worst and
rotation at middle and high-level positions, in order to realize the
reasonable allocation of human resource.

We provide staff with generous welfare benefits. Apart from
national statutory holidays, all the staff are also entitled to sick
leave, work-injury leave, personal leave, marital leave, maternity
leave, funeral leave, paid annual leave, as well as benefits
which include birthday allowance, attendance bonus, tour travel
benefits, cultural activities, and provide staff canteen, activity
rooms, gym and library.

Health and Safety

The Group attaches vital importance to occupational health and
safety and has been committed to providing the staff with safe and
healthy workplace. To achieve this objective, we strictly comply
with relevant laws and regulations, such as the Law of the PRC
on the Prevention and Control of Occupational Diseases and the
Provisions on the Supervision and Administration of Occupational
Health at Work Sites, and established the occupational health
and safety management system. Jiangxi Partytime has passed the
certification of GB/T28001-2011/0HSAS18001:2007 Occupational
Health and Safety Management System. Prior to entering into a
contract with a staff, the Group will inform the staff the possible
occupational disease hazard which they may be exposed to during
the work process, the consequences and the preventive measures.
The staff should conduct occupational health checks before,
during and after employment to ensure that the staff is fully aware
of the importance of occupational health. Before a staff changes
his/her job duties, he/she will be informed and notified of the likely
occupational hazards he/she may be exposed to. A written record
will be kept after such a notification.
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The Group requires its staff to follow the methods and procedures
prescribed by the Occupational Health Management System
and to attend safety education and fire control safety training to
understand the relevant safety rules and operation procedures,
and to enhance their prevention consciousness for occupational
disease and self-protection skills. We implement standard
specification requirements which include the Specification for
Selecting Individual Protective Equipment, distribute occupational
hazard protective gears that meet the national and industrial
standards, and urge, educate and guide workers to wear or use
them properly.

The Group strives to maintain a stable workforce to operate
equipment, and a designated staff is assigned to operate specific
equipment. Staff for all types of work is required to follow safety
operating rules, for example, operators of equipment can only
work after receiving education and attending three-level safety
training. In terms of the change, troubleshooting, maintenance,
care, acceptance check and dismantlement of manufacturing
equipment, we have implemented standardized management
of production safety to ensure that the design of equipment
meets the requirements of relevant national standards for safety,
hygiene, environmental protection and fire control, so as to
ensure staff’'s safety in the work process. During the year, the
Group was awarded the honour of the “Demonstration Enterprise
of Standardised Model Construction in National Trade and
Industries” by the Emergency Management Bureau of Jinhua City
in Zhejiang Province, China, which represents a recognition of
our standardised management in production safety.

In addition to the above measures, the Group’s Environment,
Health and Safety Committee regularly inspects the Group’s
environment, health and safety situations, follows up the handling
of the department which breaches the requirement or has major
safety accidents, and asks the relevant department to analyze
the reasons, complete rectification and formulate improvement
measures within the time limit. The Committee also promotes
environmental health and safety awareness among staff at
all levels through effective communication, such as holding
environmental safety meetings, posting publicity materials on
bulletin boards and conducting environmental health and safety
training. The Group did not record any severe work-related deaths
or injuries during the Year.
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Development and Training

Enterprise development depends on the growth of the staff team.
The Group focuses on research and development, constantly
introducing quality new products and promoting technological
innovation by identifying and responding to the rapidly evolving
trends and consumer preferences, and as such the Group places
a great emphasis on the training and development of its staff. We
provide our outstanding staff with much opportunity in operation
management to further develop their skills and potential so as to
support the growth of the Group.

To implement the training principle of “training for all, level-to-
level implementation”, the Group provides its staff with diverse
and suitable training through analyzing the training needs of each
department and preparing yearly, monthly and special training
plans. There are a variety of trainings which include knowledge
training, management skills training, special skills/qualification
training, new staff training, academic and professional degree
training, strategic training and professional service training. The
training methods include self-training, internal training, external
training, comprehensive training and participative training. After
completion of the training, we will assess the training effect to
the staff, such as through questionnaires and examinations, to
understand the effectiveness and benefits of the training. The
Group implements internalization of training, and required the
trained staff to share what he/she had learnt with colleagues
through seminars and lectures, and to apply what he/she had
learnt to the work practice to enhance the ability of staff to work
as well as improving business performance.

To facilitate the exchange of experience and knowledge in
environmental protection among staff, the Group continues
to organize and conduct the “Party Forum” with the aim to
provide training to the staff and to strengthen their concepts and
awareness in environmental protection.

Labor Standards

The Group respects the legitimate rights and interests of all staff,
and prohibits child labor and forced labor in any form. We have
complied with the relevant laws and regulations which include
the Labour Law of the PRC and the Provisions on the Prohibition
of Using Child Labor and will not employ any forced labor, debt
repayment or contractually bound labor. Staff are entitled to leave
the company freely after giving the requisite period of notice in
accordance with the employment contract and the employment
legislation.
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To prevent child labor, we follow the procedure laid down in the
specification on saving child labor to examine and verify the age
of candidates. In the event that a child has been misemployed
based on counterfeit identification documents, we will promptly
report the case to the relevant department and instruct the
department to conduct an investigation and to terminate the
employment contract if justified. Subsequently, we will contact
the family of the child and send the child back home and pay for
the transportation expenses. The Group did not employ any child
or forced labor during the Year.

OPERATIONAL PRACTICE
Supply Chain Management

Following the principle of “excellent quality, enhancing customer
satisfaction, continual improvement, producing first class
products” and the purpose of providing satisfactory and high
quality products for customers, the Group controls every stage
of the production process which includes the purchase of raw
materials and the manufacturing and selling of finished goods.

To regulate and monitor the suppliers, enhance product quality
and to ensure stable supply of the purchased materials, the
Group continues to adopt the Supplier Management System.
Through understanding the suppliers’ business, investigating
manufacturing capacity and assessing product quality, qualified
suppliers will be included and graded in the qualified supplier
list of the Group. Only those suppliers on the list will be selected.
For the selected suppliers, we will evaluate the quality of goods
delivered, the delivery time, price and services on a monthly
basis. An overall appraisal will be conducted semiannually to
determine their ratings on the qualified supplier list for reference.
Meanwhile, the Group will review the performance of the qualified
suppliers every year, reward the outstanding suppliers, suspend
trading with unqualified suppliers and delete unsatisfactory
suppliers from the qualified supplier list.

To ensure our products meet the environmental standards, we
offer environmentally related work advice to the main suppliers,
and require them to ensure that their production procedures
comply with environmental protection and product safety
regulation. We also set up stringent criteria to assess suppliers
and encourage the suppliers to acquire certifications to enhance
their environmental consciousness and operational standard.
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Social responsibility performance is an important factor for the
Group in selecting suppliers. We select well-performed suppliers
and eliminate those poorly performed according to their social
responsibility performance, which encourage all suppliers to take
measures to improve their social responsibility performance.
We also enter into business conduct code with our suppliers
to regulate their business conduct and professional integrity
and make sure that they comply with the national laws and
respect the rights of employees. We will immediately cease the
cooperation with suppliers who intentionally use child labor,
forced labor or materially violate labor laws and regulations.

Product Responsibility

It is the Group’s operation tenet to provide quality products and
service for customers. Therefore, in compliance with the Product
Quality Law of the PRC, we continue to monitor the whole
production process in accordance with the Quality Management
System, and continually improve the production process in
combination with actual conditions. Jiangxi Partytime has
obtained the certificate of ISO9001:2015 Quality Management
System Certification.

We use fabrics that are both environmentally friendly and safe
and also meet the national and industrial standards to ensure the
health and safety of our customers when they use our products.
Through inspecting and testing supplied materials (including
raw materials and some auxiliary materials), we intake or return
the supplied materials according to the result of the inspection,
so as to prevent the use of unqualified materials. We control
the key processes in production, such as sewing process.
The controls of the sewing process include using a production
method in compliance with the requirements and maintaining
the production capability of the equipment to meet the specified
requirements. Moreover, key process operators must be trained
prior to work, and shall follow the operating instructions to
ensure the product quality. For any faulty products discovered
during self-inspection process, relevant department will conduct
inspection and maintenance, and take measures to prevent the
occurrence of such problem. Our quality control covers from raw
materials purchase to final products delivery, and use trademark
throughout the whole process. We identify the products based on
their status of inspection to achieve effective tracking.

To regulate the use of garment labels, the Group has set up the
Garments Labelling Management Measures in accordance with
GB/T5296.4-2012 Instructions for Use of Textiles and Apparel
and GB18401-2010 National General Safety Technical Code for
Textile Products. The Group’s product labels contain information
such as care instruction, components, padding, place of origin,
flammability of the product to enable customers to understand
whether the products have met the prescribed technology
requirements of national safety standards.

Hig - tgREEME

HeEEXRAOGEASEEEHERNERER
AEz— RARBEHEFNEEEERER &
BRARKE BARRIEE M BMAE
HEBRRERAESELEEERIR - RMTFE
BEMHEBRRIBETATE  RBEBET
REBERT BREETERZEZRREERT
BN —BERRUEHEARNEERET  B:ESH
THEMBREERSTEZRNERBN - BFAH
VBV IFEEAE -

EmRE

RUEBEER BARKEFREREAEENKLE
RE Bl RABET(FEARKNBEEREDE
E) VHESREEEERAHEELZBRET
NEE YHAERBR HEFELSCE-TA
K ¥ B HSISO9001: 2015 E E EHE X RE R
=

BMARARBRERRZE2HEATAERRITER
HOEF - AEREFPERERFNRRERLZ 2
PRAERE(BERM BB WM KLEER
ETRRAE  BAZRBRASERERBAERER
B HLETEBREMBRAER: RAKRBESNL
EBRTHNERIFENZAOIR) ZEHARE
RERNTAEXNEENDE ULKERREBNE
EENHERENER IS BRI FRESR
ABBEI T AAR - WIREEREEEETERE
NHEREREE - HRARBEPHRANTERE
Em HEABERMASHEETREMNEES X
REEREHNRBRELR - RAKEMHRE
EXRMEBHETEEEY AR EBEPES
2E - HMREBEERBIREIFNER BEREM
BB REW -

N &= [E {4k BB GB/T5296.4-2012< 4 4% & A0 IR 2% (& A
SR BA) FIGB18401-2010CE R 4h &b E A AL 2 3%
MBEBSZEHETHRKZREEREMRZE AR
BREKNEZEFER T2 5EBEREZEENADTEIE
F R KD Ex- ENFMERNARIE
ERFPRHEEBN THERRARABERLEIE
MEMBEMER -

65

ANNUAL REPORT 2019 “Z—JLEF#



Environmental, Social and Governance Report

Hig - g RkEaWs

We promote and market our products mainly at animation
exhibitions and through online media. We strictly examine and
verify all the product and business information before such
information is released to the public. We have fully complied with
the Advertising Law of the PRC and the Trademark Law of the
PRC when promoting and selling our products. We prohibit and
do not tolerate release of misleading or false information.

To handle customers’ complaints effectively, and enhance
customer satisfaction, the Group continues to implement the
customer complaint management procedures. Customers can
lodge complaints on our products, service or commitment to
quality through various channels, such as telephone, facsimile
and e-mail. The general manager or the Business Department
will be responsible for receiving, handling or instructing relevant
departments to deal with customer complaints and proposing
solutions. The outcome of the complaints handled by relevant
departments will be reflected by customer satisfaction. In order
to continually improve customer service, we formulate preventive
measures. We have also set up a Product Recall Management
System. To avoid impairment of the customers’ rights and
interests due to selling faulty products, we identify such products
through customers’ complaints, and inspection performed by
national quality supervision and inspection authorities or factories’
self-inspection. The production will be ceased immediately
and the faulty products will be recalled from market once we
identify faulty products. During the Year, the Group did not recall
any products due to safety and health reasons, or receive any
complaints about products and services.

Intellectual Property Right and Privacy Protection
Product research and development is the top priority in the
business operation of the Group. To enhance competitiveness
and to consolidate our leading position in the industry, we have
proactively made investments in the product and technology
research, development and innovation, and encouraged the
invention and creation of the employees. Meanwhile, we take
measures to protect all the patents, trademarks and copyright
from being infringed upon, and enhances the popularization
and application of innovative achievements in strict compliance
with the relevant laws such as the Patent Law of the PRC and
the Copyright Law of the PRC, as well as internal regulations as
stipulated in Intellectual Property Management System. During
the Year, Jiangxi Partytime was granted three patents for wigs
and apparel-related inventions by the State Intellectual Property
Office, representing a recognition of our efforts in promoting
products and technologies. As for research and development,
Jiangxi Partytime’s independently development projects during
the year included the use of the new material graphene in the
production of wigs and game apparel products and the fully
automated 360-degree seam stitching technique research and
development project.
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Environmental, Social and Governance Report

The Group stipulates that the staff should strictly abide by various
confidentiality systems, and keep all the commercial information,
operation information, management information, client resources
and commercial channels of the Group and its partners
confidential. The Group requires the employees to strictly comply
with the terms stipulated in the employee manual and the
employment commitment letter, and enter into a confidentiality
agreement to safeguard the technical and commercial security
of the Group with the promise that without the prior written
authorization of the Group, such information shall not be divulged
by any employees to the third party. The employees shall also
promise not to operate the Group’s customer data or product
resources, or engage in activities that are competitive with the
Group’s business for a period of two years after resignation.

Anti-corruption

With the core business philosophy of “law-abiding, honest and
high-quality service”, the Group sets up a good corporate image.
To continually facilitate anti-corruption, anti-bribery and anti-
blackmail activities in the production, operation and commercial
activities, we comply with the Criminal Law of the PRC, the
Anti-Money Laundering Law of the PRC and the Anti-Unfair
Competition Law of the PRC, and continue to implement the
control procedures for anti-bribery, anti-corruption and anti-
blackmail, and strengthened the monitoring and management on
important segments and key personnel where corruption is likely.
We sign the anti-bribery/anti-corruption commitment letter with
the key segments and department personnel. For example, we
require purchasing staff to sign the integrity and self-discipline
undertaking statement, and also require all clients, suppliers,
service providers with business relationships to sign the supplier
anti-bribery/anti-corruption commitment letter to prevent
employees and our customers, suppliers or service providers
from offering unfair benefits to each other in order to obtain
trading opportunities or unfair competition behaviors favorable
to the trading conditions. We also require all management staff,
purchasing staff, sales staff, and financial staff to participate in
anti-bribery trainings on several occasions.

The Group provides channels such as internal phone number or
suggestion box, and encourages its employees and companies
with business relationship to report against or disclose
corruption. Whistle blowing and investigation in all aspects
must be kept confidential. Any supplier or individual who
committed commercial bribery will be handed over to the judicial
organization for investigation. The Group abided by all the laws,
rules and internal regulations without any violations of corruption
regulations during the Year.
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Environmental, Social and Governance Report

Hig - g RkEaWs

COMMUNITY INVESTMENT

Since its establishment, the Group has paid much attention to
the livelihood and well-being of the staff, and has actively fulfilled
its social responsibility as a corporate citizen. Adhering to the
people-oriented principle, we give full support to the caring
for our staff and strive to create harmonious atmosphere with
mutual help. On one hand, we offer financial assistance and
other forms of support to poverty-stricken staff to help them to
build up confidence to overcome difficulties they encountered.
On the other hand, we organize a variety of staff activities,
such as annual gathering, hiking-cleaning activity and visit to
elderly home, to encourage staff to achieve work-life balance
as well as maintaining physical and mental health. Meanwhile,
we continue our donations to earthquake-stricken areas and
to the poor in the community, investment in the Youth Football
Development Foundation, visit to the elderly in nursing homes
and sponsorships to students.

PROSPECTS

This ESG Report not only helps the shareholders and the public to
understand the Group’s reflection and practices in environmental
protection and social responsibilities, but also helps the
Group to review its strategies and achievements in sustainable
development on a regular basis. In addition to continuously
improving the management and development of systems, we will
pay more attention on the integration of green concepts in the
production process and promote the application of environment-
friendly materials and technologies within the operation of
the Group, so as to further reduce the adverse impact on the
environment in the future. We will make concerted efforts with
the community to contribute to sustainable development of the
industry in compliance with the national and industrial policies.
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Independent Auditor’s Report

o Grant Thornton
3]

To the members of China Partytime Culture Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of China
Partytime Culture Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 76 to 164, which
comprise the consolidated statement of financial position as at 31
December 2019, and the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2019, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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Independent Auditor’s Report
$8 57 #% B Bl 3R o

Valuation of Financial Assets at Fair Value Through Profit or Loss

BAOFEAARGHNENREZMGE

Refer to the summary of significant accounting policies in note 2.8 and note 22 to the consolidated financial statements.

FL2HAGAMBHRRME28EME2L2AZ T ES A BRME -

Key Audit Matter
2ERER

At 31 December 2019, the Group had an unlisted
convertible bond recognised as financial assets at fair value
through profit or loss of approximately RMB1,969,000
(equivalent to HK$2,200,000).
RZTE—hF+ZA=+—H' EBEEERAEQF
B ABZNEREEZHFLTABRRESFHA/AR
#1,969,0007T (18 & 72,200,000/ Jt.) °

As at 31 December 2019, the unlisted convertible bond
was stated at fair value based on valuation performed by an
independent professional valuer. The unlisted convertible
bond is in default due to failure to repay interest and there
is delay of the underlying project, the directors make
significant judgements and assumptions in determining the
fair value of the unlisted convertible bond.

RZE—NF+ZA=+—H BREBLZEMGHEARME
TEE FELETABRKREFRARFEIR - AR REE
EBEMNENEMERLE  FLMABRREFHERY
EECREEZIFLTARKRESRKIEDLE X HAE X

BR& o
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How the matter was addressed in our audit
FRUMEERPIEEMARBERRTENAE

Our procedures in relation to assessing the appropriateness
of the valuation of the unlisted convertible bond included
the following:
AZHMAGFELITAIRRESFHEZEENLNRET
BEAT&E:

° Assessed the competence, capabilities and objectivity
of the valuer;

s CDHABEMWNERE - sEHIRTENE:

° Discussed with the valuer about the valuation
techniques adopted by the valuer, obtained and read
the valuation report and assessed the relevance and
reasonableness of valuation techniques used by the
valuer;

e CDHMAEBMBEMEANMGERMET W &
BB EMERSES W EGHEMARAGER
T AB A & 214

° Discussed with the management on the
reasonableness of the recovery assumptions; and
e CHEBRERKERZNGBUHETIR K

° Assessed the reasonableness of key inputs which
were used to determine the value under default,
including recovery rate.

e EEHEEMECENBATEERMANEE
WAHEBERRE) NS IEMNE -

We obtained supportive evidence for the significant
judgements and estimates on the valuation techniques and
key inputs used in the valuations of convertible bonds.
BMERATRREFHERAAGERTR ETEZH A
BRENEKRAEMAFTREXHFER -
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Impairment Assessment of Property, Plant and Equipment and Investment Properties

ME BRERBEMURRRMRKEFGE

Refer to the summary of significant accounting policies in notes 2.5, note 2.6, note 2.17, note 15 and note 16 to the

consolidated financial statements.

B2REA MR TE25 - M6 - MsE2.17 - MEFIRMEIERNZ T ESAHEREE -

Key Audit Matter
2ERER

At 31 December 2019, the Group had property, plant and
equipment and investment properties of approximately
RMB362,865,000 and RMB20,754,000, respectively.
RZE-NF+ZA=+—H' EBE£BEYWXE BERK
BEARKEDED AR A KE362,865,0007T & A
R #20,754,0007T °

Impairment indication was noted as at 31 December
2019. The management further measures the recoverable
amount of property, plant and equipment and investment
properties based on value in use of the cash-generating
units (“CGUs”") performed by an independent professional
valuer which is supported by future discounted cash flows
of each CGUs.

T -NEFE+RA=+—BHBARBRETR - EEERIE
BUEXFEMEReELSECN(ReELEEMDER
BEETHNHEE LT EVE BREEARKBALRK
EMEZAOWKER  ERABENDASREELEMN
ARUBBRBENERKIE -

Management concluded that the impairment of property,
plant and equipment and investment properties was
RMB12,913,000 and RMB18,671,000, respectively, based
on the results of the assessment which involved significant
judgements, including utilisation, discount rate, inflation
rates, sales growth rate and market rent.

EREESLEHR RETHREREIREXRAAHE
EERAE MRE. BKkX HEERERTHHESR))
ME BERREURKREDESARBEHDARE
12,913,000t & A R#18,671,0007C °

How the matter was addressed in our audit
FRUMEERPIEEMBERRTENAE

Our procedures in relation to assessing the appropriateness
of the valuation of CGUs included the following:

Az RREELEEMBECEEENREFBE
&8

° Assessed the competence, capabilities and objectivity
of the valuer;

e CEFAEEINERE gEHRETENE:

° Discussed with the management about the valuation
technigues adopted by the valuer, obtained and
read the valuation reports and assessed the
appropriateness of valuation techniques used by the
valuer;

e CHEBEMRMGEMAMRABNMGERME T W
ERWHERERS WA GEMAARAGE
RiTe@EE

° Reconciled input data to supporting evidence, such
as approved cashflow forecast and lease agreements;

e ERBAHBHEIIFIBEYE WL ERER
S8R R E W

° Assessed the reasonableness of key inputs which
were used to determine the recoverable amount
under income approach, including discount rate,
inflation rate, rental value, sales growth rate and
utilisation; and

e ENEREBEBRAZETCATEHRSENETZH A
BFEEBEEMRE AKX HeEBE HEEE
ZREAR)NEEN: R

° Discussed with the management about the allocation
of recoverable amount to each individual item of
property, plant and equipment and investment
properties. Assessed the reasonableness of allocation
basis based on our understanding of the business.

e CHEBENMNZSVWE BERREARKED
¥EREE SR B K S EETHR o RIEEM
HEBONTHRIAGIREENSEMY -

We obtained supportive evidence for the significant
judgements and estimates on the valuation techniques and
key inputs used in the valuations of CGUs.
BMERReEFEEMETHERMBMAERMN R+
EWMABBNERABRAEFREHFER -
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Valuation of Inventories
FRZHE

Refer to the summary of significant accounting policies in note 2.10 and note 20 to the consolidated financial statements.

BL2HAGAMBHRRME2.I0ORMEF20NZ IS A REME -

Key Audit Matter
2ERER

At 31 December 2019, the Group had inventories of
RMB24,271,000 net of nil provisions. The directors make
significant judgements regarding the value of inventory

How the matter was addressed in our audit
FRUMEERPIEEMARBERRTENAE

Our procedures in relation to assessing the appropriateness
of the valuation of the inventories included the following:

AZBEFBFERECEEENREFERNATSE:

provisions for obsolescence.

RZZE-AE+_A=Z=+—H0 EXEEENHRZRE o
BARE24271,000C - EECDHREGFTEREEBEIE o
HE A -

Other Information

The directors are responsible for the other information. The other
information comprises all the information in the 2019 annual
report of the Company, but does not include the consolidated
financial statements and our auditor’s report thereon.

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

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

ERMEONEE 2R

Reviewed the costs expected to incur to bring the raw
materials and work in progress into finished goods
and compared to historical data;
EERRRMHMER BRI mAHESE
B AR % b 8RR SR U

Tested the expected volume and price of future sales
of inventories by reviewing samples of inventories
sold after the end of reporting period; and
CRBMEENREENREECHEFTENER
AMETEZAKRBEENTERAZRZIERER : &

Assessed the sufficiency of allowance where the
estimated net realisable value is lower than the cost.
B G MET IR FEERRAKAREBENT R
M o

Eths|w#

EZEFHMER HMENEBRERRZ-FT
—NEFHBAMBEN  TEREEUBEHR
RAZEBEREZE LN B RE -

AZBMUGEEMBERRONBLLTIREELMBE
B ARBRTTHRFEMERBRTALA
MEER®R -

EACHMBELGAVBHRAE  ARBEMNE
TRHBEHEMBEN REERY ZEEMEHR
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Responsibilities of Directors for the Consolidated
Financial Statements

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

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

The directors assisted by the Audit Committee are responsible for
overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

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

Independent Auditor’s Report
38 57 % BB 3R
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

74

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

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

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

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

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
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We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

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

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

31 March 2020

Shaw Chi Kit
Practising Certificate No.: P04834
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

1 18 I H it 3 I 22 R

For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

2019 2018
—E-AhEF —E-N\EF
Notes RMB’000 RMB’000
M 7 AR TFir ARBBETF T
Revenue I & 6 316,064 365,903
Costs of sales 8 & X AR (232,663) (289,192)
Gross profit EFH 83,401 76,711
Other income H A g A 7 5,254 9,160
Selling expenses 85 & B X2 (8,198) (10,291)
Impairment loss on property, plant and 1% - & &= & =& 8 R E
equipment, net B8 F 5 (12,913) (24,410)
Impairment loss on investment WEMERNRAEEE
properties (18,671) =
Fair value loss on financial assets at BEAFEFAEZH S
FVTPL EEMAFEBRE (60,524) (2,281)
Administrative and other operating THREHEMEERS
expenses (58,194) (58,935)
Loss from operations REBE (69,845) (10,046)
Finance costs ELEEND 8 (6,699) (5,229)
Loss hefore income tax FREAGRAEGIR 9 (76,544) (15,275)
Income tax credit FigHiiE % 10 4,339 3,540
Loss for the year FRER (72,205) (11,735)
Other comprehensive Htt2m (BA%)
(expenses)/income: KA
Items that will be reclassified HEREHSBRERS
subsequently to profit or loss ZHEH
Exchange differences on translation of B fEREEBINER ZIE
foreign operation recognised HER (621) 4,202
Other comprehensive FRAEMR2E (%)
(expenses)/income for the year, WA HIBREZERE
net of nil tax (621) 4,202
Total comprehensive expenses FRAXEMAXHE
for the year (72,826) (7,533)
Loss per share for loss attributableto #H2AFHSIFHFAEES
equity holders of the Company ReBREBIR
Basic A 13 RMBA R #(8.04) cents®  RMBA R (1.35) cents &
Diluted e 13 RMBA K #(8.04) cents®  RMBAKI(1.35) cents
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Consolidated Statement of Financial Position

5 W Bk R

As at 31 December 2019 R-_Z—NAFE+-_A=+—8H

2019 2018
—E—-hE — A&
Notes RMB’000 RMB’000
it AR®TFiT AR For
ASSETS AND LIABILITIES BERAR
Non-current assets EREEE
Trademark iz 19 63 156
Right-of-use assets/Prepaid land lease {FA#EEE BN LA
payments E1E 14 10,997 12,097
Investment properties % ﬁ fF’/?J ES 15 20,754 -
Property, plant and equipment VI BN 16 362,865 381,223
Interest in a joint venture R—HEEE A A ERE 18 — 2
Financial asset at fair value BAFEFAEBZEN SR
through profit or loss BE 22 1,969 62,263
Deferred tax assets R IEE E 24 13,393 6,103
410,041 461,844
Current assets nEEE
Inventories FE 20 24,271 21,944
Trade and other receivables 5 N E b e R 21 41,349 27,630
Prepaid land lease payments TR LA &K IE 14 — 293
Net investment in leases HEKE TR 23 4,976 =
Tax recoverable A U [B] 7 18 1,801 3,251
Bank balances and cash RITEHRERS 25 78,761 75,417
151,158 128,535
Current liabilities mE AR
Trade and other payables B K EMEMNRIEA 26 44,112 28,070
Contract liabilities BHEE 27 — 430
Lease liabilities HEBRE 28 2,707 =
Short term borrowings FSR-CRI=EN 29 94,697 69,370
141,516 97,870
Net current assets nHEEFHE 9,642 30,665
Net assets SESE 419,683 492 509
CAPITAL AND RESERVES BEXERGiE
Share capital % 7% 30 7,352 7,352
Reserves 1 31 412,331 485,157
Total equity HEea 419,683 492 509
LIN XIN FU CHEN SHENG
HHE B 7
Chairman Director
xE EZE
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Consolidated Statement of Changes in Equity

GOERZHXR

For the Year Ended 31 December 2019 HZEZE—_T—NF+_A=+—HLEFE

Convertible
Share Share Capital Statutory  Translation hond Retained
capital premium* reserve* reserve® reserve* reserve* profits* Total
Df 1
ks KRNBR* BEFHH* ZERG ERGH GHEEGE KLEW #i
RMB000 RMB 000 RMB 000 RMB000 RMB 000 RMB000 RMB000 RMB 000
AREFT ARETFT AREFT AREFLT AREFT AREFT AREFT AREFZT
As at 1 January 2018 R-Z-N\E-F—-H 6,209 139,245 85,160 32,641 1,619 1,240 175,191 441,305
Loss for the year ERER - - — - - — (11,735) (11,735)
Other comprehensive income: Hth2EKE:
— Exchange differences on -ERBAEENEBZER
translation of foreign operation EE
recognised — — — — 4,202 — — 4,202
Total comprehensive income FRE2ELRRE
for the year - - — — 4,202 — (11,735) (7,533)
Transaction with owners: HEEANRS:
Transfer to statutory reserve ERZATHEE — — — 1,453 - - (1,453) —
Transfer of convertible bonds BUIBRAERTRRES
reserve upon derecognition 1 — — — — — (1,240) 1,240 —
Issue of share capital (note 30) BATRA (M 330) 1,143 57,594 = = = = = 58,737
Transaction with owners BREANZS 1,143 57,59 - 1,453 - (1,240) (213) 58,737
As at 31 December 2018 and RZZ-NE+ZA=+—H
1 January 2019 k=F-n%-A-H 7,352 196,839 85,160 34,094 5,821 — 163,243 492,509
Loss for the year FRNER — — — — — — (72,205) (72,205)
Other comprehensive expenses: ~ EM2ERY:
— Exchange differences on -BRAREGNEH
translation of foreign operation EXZEE
recognised — — — - (621) — - (621)
Total comprehensive expenses ER2ERXAE
for the year — — — = (621) = (72,205) (72,826)
Transaction with owners: BEBEANRS:
Transfer to statutory reserve ERETATHR — — = 1,887 = — (1,887) =
Transaction with owners BEFANRS - - - 1,887 - — (1,887) —
As at 31 December 2019 RZZ2-nE+-RA=+-H 7,352 196,839 85,160 35,981 5,200 — 89,151 419,683
* The reserves accounts comprise the Group’s reserves of = HERIAEAELEBNR G AU RNERNZE

RMB412,331,000 (2018: RMB485,157,000) in the

statement of financial position.

78

consolidated

B A R %412.331.0007 (= B — N\ F: AR &
485,157,0007T) °

CHINA PARTYTIME CULTURE HOLDINGS LIMITED HiE Jk # XL BB R A



Consolidated Statement of Cash Flows

GablERER

For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

2019 2018
—E—hF —E-NF
RMB’000 RMB’000
AR¥TFIT AR TFor
Cash flows from operating activities BETEDHERE
Loss before income tax METS BT E 18 (76,544) (15,275)
Adjustments for: AT EIBEHAE
Depreciation of right-of-use assets FRAEBEENE(CZ—N
(2018: Amortisation of prepaid land lease FREMI B ERA
payments) #iE) 473 293
Depreciation of property, plant and equipment ¥ ¥ - BRE KRR EITE 24,715 20,752
Depreciation of investment properties "EYMENE 583 S
Amortisation of trademark 72 12 8 N 93 94
Interest income B WA (269) (3,287)
Income relating to net investment in leases HEHREFHMBEBUKA (482) —
Interest expenses FERXZ 6,635 5,229
Finance charge on lease liabilities HEBBECHEEZR 64 =
Loss on disposal of property, plant and HEME BMEKRBZE
equipment i 277 750
Impairment loss on property, plant and Y- BENMEEZBEER
equipment, net BFH 12,913 24,410
Impairment loss on investment properties HEMEZREEIR 18,671 -
Fair value loss on financial assets at FVTPL BEAFTEFTABRZSHE
EZ2ATE 60,524 2,281
ECL allowance on trade receivables BEoRKFEZEBEE
EiE s 170 —
Operating profit before working capital changes & i & & # B AT 48 & )& 7l 47,823 35,247
(Increase)/Decrease in inventories FEOEm,md (2,327) 2,806
(Increase)/Decrease in trade and other B 5 K H b W RIR
receivables (1 1),k (14,120) 9,610
Increase/(Decrease) in trade and other B 5 & H b e 8
payables #m O ) 16,042 (2,503)
(Decrease)/Increase in contract liabilities AHBECHRD) Em (430) 108
Cash generated from operations KEMBIR® 46,988 45 268
Interest paid B F A (6,699) (4,646)
Income taxes paid BEfATE/M (1,501) (952)
Net cash generated from operating activities — #% & % B B {8 8 & JF 58 38,788 39,670
Cash flows from investing activities BREITBHaQRE
Interest received B UF B 269 267
Purchase of property, plant and equipment BEME BEERHZE (58,196) (32,913)
Subscription of financial assets at FVTPL REEATEFAERZ
CREE — (56,693)
Proceeds from disposal of property, plantand HEW¥  WMERXHE
equipment BT 1§ 318 908 58
Net cash used in investing activities RETEHE S F5E (57,019) (89,281)
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Consolidated Statement of Cash Flows

GABERER
For the year ended 31 December 2019 EHZE=_—Z

o U -1 = Hi = F |

2019 2018
—E—hF — N\
RMB’000 RMB’'000
AR ¥ T AR TFoT
Cash flows from financing activities METHRESTE
Proceeds from issuance of share capital i & BT RR NPT 13 3R I8
by placing — 60,579
Share issue expenses B n 31T X — (1,842)
Proceeds from bank borrowings RITERFIEKIA 109,800 83,570
Repayment of bank borrowings EEEITER (84,800) (67,200)
Payment of lease liabilities HEaBMNK (3,134) —
Interest paid for convertible bonds AR ESFENF A — (239)
Redemption of convertible bonds fE 6] AT 2 AR (& — (16,224)
Net cash generated from financing activities BE TR L FH 21,866 58,644
Net increase in cash and cash equivalents BHeRBeEEMBEMSEHE 3,635 9,033
Cash and cash equivalents at the beginning of F ¥R & RIEEEHEEY
the year 75,417 69,206
Effect of foreign exchange rate changes REHYHTE (291) (2,822)
Cash and cash equivalents at the end of the FXKREERBELSEY -
year, represented by bank balances and DETHEEBERRESET
cash (Note 25) (Bt §£25) 78,761 75,417
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2.1

Notes to the Consolidated Financial Statements

5 W 1 3 R I et

For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

GENERAL INFORMATION

China Partytime Culture Holdings Limited (the “Company”)
was incorporated in the Cayman lIslands as exempted
company on 12 February 2015 with limited liability. The
Company’s shares are listed on the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 16 October 2015.
The address of its registered office is Clifton House, 75 Fort
Street, P.O. Box 1350, Grand Cayman KY1-1108, Cayman
Islands. The address of its principal place of business is
No. 3 Chunchao Road, Yichun Economic & Technological
Development Zone (“Yichun Development Zone”), Jiangxi
Province, the People’s Republic of China (“PRC").

The Company is an investment holding company and
its subsidiaries are principally engaged in the design,
development, production, sales and marketing of cosplay
products (including cosplay costumes and cosplay wigs)
and sexy lingerie.

As at 31 December 2019, the directors consider the
ultimate controlling shareholder of the Company to be Mr.
Chen Sheng Bi, through his wholly-owned company, Master
Professional Holdings Limited, which was incorporated in
the British Virgin Islands (“BVI").

These consolidated financial statements for the year ended
31 December 2019 were approved for issue by the board of
directors on 31 March 2020.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These annual consolidated financial statements have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and the
accounting principles generally accepted in Hong Kong.

The consolidated financial statements also comply with
the applicable disclosure requirements of the Hong Kong
Companies Ordinance and include the applicable disclosure
requirements of the Rules Governing the Listing of
Securities on the Stock Exchange (“Listing Rules”).

2.1

—REH

FERE EERERAATARARDRKRZ
E-hF-_At+-BEREBESEMK LA
BHRE2EEREFERAFR - ARARMRZZZE
—hAE+TAT A ABEEABMERIMBERA
AR Em - Rt A
Clifton House, 75 Fort Street, P.O. Box 1350,
Grand Cayman KY1-1108, Cayman Islands o =%
TEEMEMH AR EARLMBE((HE])
IAEEAKERMTAZRE(EEREE]D
O35 -

ARAR—BREZRAFTALEMNBAF
BEHRERFT RAE LE HEREHAER
HEERBREACHERMGLACHIERE)

RZZT—AE+_A=+—HB BFERA"
KRR ZHEEIERBRARE®BLE T
%81 2 2 & B B A 5] Master Professional
Holdings Limited (R EBRE X B S ([H B K
ZEHEDEMA)ES -

BE_Z-NAF+A=+—-BLEFEZZ
EEAMBRRENR_ZE_ZTF=A=1+—
AREEESHIETH -

FEERHBRRBR

wE R

ZEFEGEMBRRDERBAY B RS
ZA(EAVBHREENDRE  MBAERM
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A RSB RNGA E B AT 02 B
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

2.1

2.2

82
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

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

The consolidated financial statements have been prepared
on the historical cost except for financial assets at fair
value through profit or loss (“FVTPL") which are stated at
fair values. The measurement basis are fully described in
the accounting policies below. The consolidated financial
statements is presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousands (“RMB’000"), except
when otherwise indicated.

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

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”). The financial
statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent
accounting policies.

Subsidiaries are entities controlled by the Group. The Group
controls an entity when the Group is exposed, or has rights,
to variable returns from its involvement with the entity and
has the ability to affect those returns through its power over
the entity. When assessing whether the Group has power
over the entity, only substantive rights relating to the entity
(held by the Group and others) are considered.

2,

2.1

2.2
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2.2

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (Continued)

The Group includes the income and expenses of a
subsidiary in the consolidated financial statements from the
date it gains control until the date when the Group ceases
to control the subsidiary.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on sales of intra-group
asset are reversed on consolidation, the underlying asset
is also tested for impairment from the Group’s perspective.
Amounts reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure consistency
with the accounting policies adopted by the Group.

Non-controlling interests represent the equity on a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those interests
that meets the definition of a financial liability. For each
business combination, the Group can elect to measure
any non-controlling interests either at fair value or at their
proportionate share of the subsidiary’s net identifiable
assets. Non-controlling interests are presented in the
consolidated statement of financial position within equity,
separately from the equity attributable to the owners of
the Company. Non-controlling interests in the results of
the Group are presented on the face of the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and total
comprehensive income for the year between non-controlling
interests and the owners of the Company.

Changes in the Group’s interests in subsidiaries that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts
of controlling interests within consolidated equity to reflect
the change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

2.2
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (Continued)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the
previous carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-controlling
interests. Where certain assets of the subsidiary are
measured at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity,
the amounts previously recognised in other comprehensive
income and accumulated in equity are accounted for as if
the Company had directly disposed of the related assets
(i.e., reclassified to profit or loss or transferred directly
to retained profits). The fair value of any investment
retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKFRS 9 “Financial
Instruments”, when applicable, the cost on initial recognition
of an investment in an associate or a joint venture.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or included
in a disposal group. Cost is adjusted to reflect changes
in consideration arising from contingent consideration
amendments. Cost also includes directly attributable costs
of investment.

The results of subsidiaries are accounted for by the
Company on the basis of dividends received and receivable
at the reporting date. All dividends whether received out of
the investee’s pre or post-acquisition profits are recognised
in the Company’s profit or loss.

2.2
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2.3

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Prepaid lease payments

Before the application of HKFRS 16, when a lease includes
both land and building elements, the Group assesses
the classification of each element as a finance or an
operating lease separately based on the assessment as to
whether substantively all the risks and rewards incidental
to ownership of each element have been transferred to the
Group. Specially, the minimum lease payments (including
any lump-sum upfront payments) are allocated between the
land and the building elements in proportion to the relative
fair values of the leasehold interests in the land element
and building element of the lease at the inception of the
lease. When the lease payments cannot be allocated reliably
between the land and building elements, the entire lease is
generally classified as a finance lease and accounted for as
property, plant and equipment.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid land
lease payments” in the consolidated statement of financial
position and is stated at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation
is calculated on a straight line basis over the term of the
lease/right of use except where an alternative basis is more
representative of the time pattern of benefits to be derived
by the Group from use of the land.

Upon initial application of HKFRS 16, prepaid lease
payments which meet the definition of right-of-use assets
represent the upfront payment for long-term land lease in
which the payment can be reliably measured. The cost on
initial recognition and subsequent measurement of prepaid
lease payments as a right-of-use asset are set out in note
2.14.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currency translation

The consolidated financial statements are presented in
RMB, which is the Group’s presentation currency, as the
directors of the Company are of the view that RMB is more
relevant to the shareholders of the Company. The functional
currency of the Company and its subsidiaries outside
mainland China is Hong Kong Dollar (“HK$”) and the
functional currency of the subsidiaries in mainland China is
RMB.

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

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated (i.e. only translated using the exchange rate at
the transaction date).

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

On disposal of a foreign operation, all of the accumulated
exchange differences in respect of that operation
attributable to the Group are reclassified to profit or loss.

o U -1 = Hi = F |

2. ¥EEHBRERBER)
24 ShHmE

HEVBRRUARBZY MARBAAR
SEZ2EE REARARAEETR/A

REEARABRRESEH - ARAREP
BIRINE AR ZEERE /B T(EIT])
mMABERBRARIZHEEER/RARE -

RIFAEBNB LB RERT  INBERHT
x% EWEXHRESENEBNIES
WonNmEBRH - M%%JEM S REEN
BEDRZAPNERSRE  -AEEZETR

SENRBEOHEHNRENEBEENAE
FEAMIIERDYNIBRPER -

Mﬁ

MM

NINBEHERR A FEZINFEEEEBET
BRAVEETERERAMNERTENRE -
FESLRAAINE S ERNIFERERE TMEEH
BE(NERXZERNEXRRE)-

REEVBHRERT  RUAKEZ2HREE I
SN E W 25 BB SN RS M TR 9B Eﬂ%i&
%ﬁaﬁkﬁAﬁﬂoéﬁﬁﬁﬁai

E%WW%%%@%%AE%OWA%&&
BXZAMNER  HRBEHBEOFHEX
BERARB(BRREXYIEERNNDY) - (£
MALEFELENZRECREME2ERAS
BRI NESANELFEEBRG -

HEBINEHE  REEEBHZBREBHZM
BRAEAZEREVEHR S EERE -

CHINA PARTYTIME CULTURE HOLDINGS LIMITED HiE Jk # XL BB R A



2.5

Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 EHZE=_—Z

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment, other than construction
in progress as described below and cost of right-of-use
assets as described in note 2.14, are stated at cost less
accumulated depreciation and impairment losses. Cost
includes expenditure that is directly attributable to the
acquisition of the asset. Purchased software that is integral
to the functionality of the related equipment is capitalised
as part of that equipment.

Depreciation is provided to write off the cost of assets other
than construction in progress less their residual values over
their estimated useful lives, using the straight-line method,
at the following rates per annum:

Buildings 2.86 to 5%
Plant and machineries 10 to 20%
Motor vehicles 20%
Furniture and equipment 20%

20 to 100% or over its lease
terms, whichever is shorter

Leasehold improvement

Estimate of residual value and useful life are reviewed, and
adjusted if appropriate, at each reporting date. The gain or
loss arising on retirement or disposal is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

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

Construction in progress represents property, plant and
equipment under construction, which is stated at cost
less any impairment losses, and is not depreciated. Cost
comprises the direct costs of construction and capitalised
borrowing costs on related borrowed funds during the
period of construction. Construction in progress is
reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see note 2.14) to
earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future use
and property that is being constructed or developed for
future use as investment property.

On initial recognition, investment property is measured
at cost. Subsequent to initial recognition, investment
properties are stated at cost less subsequent accumulated
depreciation and any accumulated impairment losses.
Depreciation is recognised so as to write off the cost of
investment properties over their estimated useful lives and
after taking into account of their estimated residual value,
using the straight-line method over its lease terms. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on
a prospective basis.

Cost includes expenditure that is directly attributable to
the acquisition of the investment property. The cost of
self-constructed investment property includes the cost
of materials and direct labour, any other costs directly
attributable to bringing the investment property to a working
condition for their intended use and capitalised borrowing
costs.

The cost on initial recognition and subsequent measurement
of investment property held by a lessee as a right-of-use
asset are set out in note 2.14.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on derecognition
of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset)
is included in the profit or loss in the period in which the
investment property is derecognised.
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2.7

Notes to the Consolidated Financial Statements

G5 W R B R

For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investment properties (Continued)

The Group transfer a property to, or from, investment
property when, and only when, there is a change in use. A
change in use occurs when the property meets, or ceases
to meet, the definition of investment property and there
is evidence of the change in use. In isolation, a change in
management’s intentions for the use of a property does not
provide evidence of a change in use. Examples of evidence
of a change in use include:

(@ commencement of owner-occupation, or of
development with a view to owner-occupation, for a
transfer from investment property to owner-occupied
property;

(b) commencement of development with a view to sale,

for a transfer from investment property to inventories;

() end of owner-occupation, for a transfer from
owner-occupied property to investment property; and

(d) inception of an operating lease to another party, for a

transfer from inventories to investment property.

Intangible assets (other than goodwill) and
research and development activities

Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with finite useful
lives are carried at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation
for intangible assets with finite useful lives is provided
on straight-line basis over their estimated useful lives.
Amortisation commences when the intangible assets are
available for use. The following rate per annum is applied:
Trademark 18.75%
The assets’ amortisation methods and useful lives are
reviewed, and adjusted if appropriate, at each reporting
date. Intangible assets are tested for impairment as
described below in note 2.17.
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

2.7

90

Wi %% 3 % B ot

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Intangible assets (other than goodwill) and
research and development activities (Continued)
Research and development costs

Costs associated with research activities are expensed
in profit or loss as they occur. Costs that are directly
attributable to development activities are recognised

as intangible assets provided they meet the following
recognition requirements:

(i)  demonstration of technical feasibility of the
prospective product for internal use or sale;

(ii)  there is intention to complete the intangible asset and

use or sell it;

(iii) the Group’s ability to use or sell the intangible asset is

demonstrated;

(iv) the intangible asset will generate probable economic

benefits through internal use or sale;

(v)  sufficient technical, financial and other resources are

available for completion; and

(vi) the expenditure attributable to the intangible asset

can be reliably measured.

Direct costs include employee costs incurred on
development activities along with an appropriate portion
of relevant overheads. The costs of development of
internally generated software, products or knowhow that
meet the above recognition criteria are recognised as
intangible assets. They are subject to the same subsequent
measurement method as acquired intangible assets.

All other development costs are expensed as incurred.
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2.8

Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 EHZE=_—Z

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when
the Group becomes a party to the contractual provisions of
the financial instrument.

Financial assets are derecognised when the contractual
rights to the cash flows from the financial asset expire, or
when the financial asset and substantially all of its risks and
rewards are transferred. A financial liability is derecognised
when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial
assets

Except for those trade receivables that do not contain a
significant financing component and are measured at the
transaction price in accordance with HKFRS 15, all financial
assets are initially measured at fair value, in case of a
financial asset not at FVTPL, plus transaction costs that are
directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVTPL are
expensed in the consolidated statement of profit or loss and
other comprehensive income.

Financial assets, other than those designated and effective
as hedging instruments, are classified into the following
categories:

— amortised cost;

—  FVTPL; or

— fair value through other comprehensive income
(“FVOCI").

The classification is determined by both:

—  the entity’s business model for managing the financial
asset; and

— the contractual cash flow characteristics of the
financial asset.

All income and expenses relating to financial assets that
are recognised in profit or loss are presented within other
income or administrative and other operating expenses
included expected credit losses (“ECL”) of trade receivables.

2.8

G W B R I
—NFE+-AZ+—BLFE

FRENRRBE(E)

&MIR

i 52 B #8 1L % 52
HASEKR AR TASOBXMETHT
AlEREREERSRAE -

BERRMERMEECHERENGHNENER -
KEMEENSREEZRBANLY AR LM
BEBR ARLIEASREE - eRAER
REER - B SHNB MR LEER -

CHEENSFRNIGHE

BRTEEEARERDERRGERERE
BB HELEANEISRFENZZTEHRK
RN ESREENTZRAFEGER)
AECNEREESFEAFEFARRE)

MEEEEBREBEZEREENRIIAA
BAFEFAABRIENEREENRFN

ARGEEaRREMEEKERATHE -

TRHEEREMERERZETERTIAL
HHTEARINDERIATES

- BEAK:

- BAFEFAEZE X

- BAFEFAHtZENKZE
n‘l—)\ﬁ'ﬂﬂiﬁ”&m )

s (MR RFE

DETIRIETIIMEEE

EREESREECEBEN R

J_ZZAZOEE%/AEEF 55("

- TR

RESERNEREETROABEAR
F#EJSEE(%HJ‘M&)\i?r)&féf%ﬁgﬂﬂl?ﬂﬁﬁﬁ}ﬂ*
EER(AAGERRDZITHREMEE
MXAZ7 -

91

ANNUAL REPORT 2019 “Z—JLEF#



Notes to the Consolidated Financial Statements

aa

For the year ended 31 December 2019 EHZE=_—Z

2.8

92

Wi %% 3 % B ot

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Subsequent measurement of financial assets

Debt investments

Financial assets at amortised cost

Financial assets are measured at amortised cost if the
assets meet the following conditions (and are not designated
as FVTPL):

they are held within a business model whose
objective is to hold the financial assets and collect its
contractual cash flows; and

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

After initial recognition, these are measured at amortised
cost using the effective interest method. Interest income
from these financial assets is included in other income in
profit or loss. Discounting is omitted where the effect of
discounting is immaterial. The Group’s bank balances and
cash and trade and other receivables fall into this category
of financial instruments.

Financial assets at FVTPL

Financial assets that are held within a different business
model other than “hold to collect” or “hold to collect and
sell’ are categorised at FVTPL. Further, irrespective of
business model, financial assets whose contractual cash
flows are not solely payments of principal and interest are
accounted for at FVTPL. All derivative financial instruments
fall into this category, except for those designated and
effective as hedging instruments, for which the hedge
accounting requirements under HKFRS 9 apply.

Classification and measurement of financial liabilities
The Group’s financial liabilities include bank borrowings,
lease liabilities and trade and other payables.

Financial liabilities other than lease liabilities are initially
measured at fair value, and, where applicable, adjusted for
transaction costs unless the Group designated a financial
liability at FVTPL.

Subsequently, financial liabilities other than lease liabilities
are measured at amortised cost using the effective interest.

All interest-related charges are included within finance
costs.

Accounting policies of lease liabilities are set out in note
2.14.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 EHZE=_—Z

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement of financial liabilities
(Continued)

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

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

Trade and other payables

Trade and other payables are recognised initially at their fair
value and subsequently measured at amortised cost, using
the effective interest method.

Impairment of financial assets

HKFRS 9’s impairment requirements use more
forward-looking information to recognise ECL — the “ECL
model”. Instruments within the scope included loans and
other debt-type financial assets measured at amortised cost
and trade receivables.

The Group considers a broader range of information when
assessing credit risk and measuring ECL, including past
events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the future
cash flows of the instrument.

In applying this forward-looking approach, a distinction is
made between:

— financial instruments that have not deteriorated
significantly in credit quality since initial recognition or
that have low credit risk (“Stage 1") and

— financial instruments that have deteriorated
significantly in credit quality since initial recognition
and whose credit risk is not low (“Stage 2").

“Stage 3” would cover financial assets that have objective
evidence of impairment at the reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)

“12-month ECL" are recognised for the Stage 1 category
while “lifetime ECL" are recognised for the Stage 2 category.

Measurement of the ECL is determined by a
probability-weighted estimate of credit losses over the
expected life of the financial instrument.

Trade receivables and net investment in leases

For trade receivables and net investment in leases, the
Group applies a simplified approach in calculating ECL
and recognises a loss allowance based on lifetime ECL
at each reporting date. These are the expected shortfalls
in contractual cash flows, considering the potential for
default at any point during the life of the financial assets. In
calculating the ECL, the Group has established a provision
matrix that is based on its historical credit loss experience
and external indicators, adjusted for forward-looking factors
specific to the debtors and the economic environment.

To measure the ECL, trade receivables have been grouped
based on shared credit risk characteristics and the days
past due.

Other financial assets measured at amortised cost

The Group measures the loss allowance for other financial
assets measured at amortised cost equal to 12-month ECL,
unless when there has been a significant increase in credit
risk since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be
recognised is based on significant increase in the likelihood
or risk of default occurring since initial recognition. Financial
assets are not reclassified subsequent to their initial
recognition, except if and in the period the Group changes
its business model for managing financial assets.

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

For the year ended 31 December 2019 EHZE=_—Z

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)

Other financial assets measured at amortised cost
(Continued)

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

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

— significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

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

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

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

Despite the aforegoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly
since initial recognition if the debt instrument is determined
to have low credit risk at the end of each reporting period.
A debt instrument is determined to have low credit risk if it
has a low risk of default, the borrower has strong capacity
to meet its contractual cash flow obligations in the near
term and adverse changes in economic and business
conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfill its contractual
cash flow obligations.

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collateral held
by the Group).

Detailed analysis of the ECL assessment of trade receivables
and other financial assets measured at amortised cost are
set out in note 37.4.
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2.12

2.13
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Inventories

Inventories are carried at the lower of cost and net
realisable value. Net realisable value is the estimated selling
price in the ordinary course of business less the estimated
cost of completion and applicable selling expenses. Cost
is determined using the weighted average method, and in
case of work in progress and finished good, comprise direct
methods, direct labour and an appropriate proportion of
overheads. It excludes borrowing costs.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in
hand, demand deposits with banks and short term highly
liquid investments with original maturities of three months or
less that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value. For the purpose of the consolidated statement of
cash flows presentation, cash and cash equivalents include
bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management.

Contract liahilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related
revenue (see note 2.15). A contract liability would also
be recognised if the Group has an unconditional right to
receive consideration before the Group recognises the
related revenue. In such cases, a corresponding receivable
would also be recognised (see note 2.8).

Share capital

Ordinary shares are classified as equity. The amount of
share capital recognised is determined using the nominal
value and any related transaction costs are deducted from
the share premium.
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Leases

Definition of a lease and the Group as a lessee

Policy applicable from 1 January 2019

For any new contracts entered into on or after 1 January
2019, the Group considers whether a contract is, or
contains a lease. A lease is defined as ‘a contract, or part of
a contract, that conveys the right to use an identified asset
(the underlying asset) for a period of time in exchange for
consideration’. To apply this definition, the Group assesses
whether the contract meets three key evaluations which are
whether:

— the contract contains an identified asset, which is
either explicitly identified in the contract or implicitly
specified by being identified at the time the asset is
made available to the Group;

— the Group has the right to obtain substantially all of
the economic benefits from use of the identified asset
throughout the period of use, considering its rights
within the defined scope of the contract; and

— the Group has the right to direct the use of the
identified asset throughout the period of use. The
Group assess whether it has the right to direct ‘how
and for what purpose’ the asset is used throughout
the period of use.

For contracts that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
and non-lease component on the basis of their relative
stand-alone prices. However, for leases of properties in
which the Group is a lessee, the Group elected not to
separate non-lease components and will instead account
for the lease and non-lease components as a single lease
component.

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a
right-of-use asset and a lease liability on the consolidated
statement of financial position. The right-of-use asset
is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs
incurred by the Group, an estimate of any costs to dismantle
and remove the underlying asset at the end of the lease,
and any lease payments made in advance of the lease
commencement date (net of any lease incentives received).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Policy applicable from 1 January 2019 (Continued)
Measurement and recognition of leases as a lessee
(Continued)

The Group depreciates the right-of-use assets on a
straight-line basis from the lease commencement date to
the earlier of the end of the useful life of the right-of-use
asset or the end of the lease term unless the Group is
reasonably certain to obtain ownership at the end of the
lease term. The Group also assesses the right-of-use asset
for impairment when such indicator exists.

At the commencement date, the Group measures the lease
liability at the present value of the lease payments unpaid
at that date, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, the
Group’s incremental borrowing rate.

Lease payments included in the measurement of the
lease liability are made up of fixed payments (including
in-substance fixed payments) less any lease incentives
receivable, variable payments based on an index or rate,
and amounts expected to be payable under a residual
value guarantee. The lease payments also include the
exercise price of a purchase option reasonably certain to
be exercised by the Group and payment of penalties for
terminating a lease, if the lease term reflects the Group
exercising the option to terminate.

Subsequent to initial measurement, the liability will be
reduced for lease payments made and increased for
interest cost on the lease liability. It is remeasured to reflect
any reassessment or lease modification, or if there are
changes in in-substance fixed payments. The variable lease
payments that do not depend on an index or a rate are
recognised as expense in the period on which the event or
condition that triggers the payment occurs.

When the lease is remeasured, the corresponding
adjustment is reflected in the right-of-use asset, or profit
and loss if the right-of-use asset is already reduced to zero.

The Group has elected to account for short-term leases and
leases of low-value assets using the practical expedients.
Instead of recognising a right-of-use asset and lease liability,
the payments in relation to these leases are recognised as
an expense in profit or loss on a straight-line basis over the
lease term. Short-term leases are leases with a lease term
of 12 month or less.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Policy applicable from 1 January 2019 (Continued)
Measurement and recognition of leases as a lessee
(Continued)

On the consolidated statement of financial position,
right-of-use assets (included prepaid land lease payments
for leasehold land) that do not meet the definition of
investment property are presented under non-current
assets. Right-of-use assets that meet the definition of
investment property are presented within “investment
property”.

Refundable rental deposits paid are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional
lease payments and included in the cost of right-of-use
assets.

Policy applicable before 1 January 2019

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

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

Where the Group has the right to use of assets held
under operating leases, payments made under the leases
are charged to the profit or loss on a straight line basis
over the lease terms except where an alternative basis is
more representative of the time pattern of benefits to be
derived from the leased assets. Lease incentives received
are recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rental are
charged to profit or loss in the accounting period in which
they are incurred.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Leases (Continued)

The Group as a lessor

As a lessor, the Group classifies its leases as either
operating or finance leases. A lease is classified as a
finance lease if it transfer substantially all the risks and
rewards incidental to ownership of the underlying asset, and
classified as an operating lease if it does not. Assets leased
out under operating leases are measured and presented
according to the nature of the assets. Initial direct costs
incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and
recognised as an expense over the lease term on the same
basis as the rental income.

Rental income receivable from operating leases is
recognised in profit or loss on a straight-line basis over
the periods covered by the lease term, except where an
alternative basis is more representative of the time pattern
of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income in
the accounting period in which they are earned.

Upon initial application of HKFRS 16, when the Group is an
intermediate lessor, it accounts for the head lease and the
sub-leases as two separate contracts. The sub-leases are
classified as a finance or operating lease with reference to
the right-of-use asset arising from the head lease, not with
reference to the underlying asset. If the head lease is a
short-term lease to which the Group applies the short-term
lease exemption, then the Group classifies the sub-lease as
an operating lease.

The Group sub-leases some of its properties and the
sub-lease contracts are classified as finance lease.

The Group also earns rental income from operating leases
of its property, plant and equipment and investment
properties. Rental income is recognised on a straight-line
basis over the term of the lease.
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15Revenue recognition

Revenue arises mainly from the sales of wigs, clothing
and others (including cosplay costumes, sexy lingerie and
others).

To determine whether to recognise revenue, the Group
follows a 5-step process:

1. Identifying the contract with a customer
2. ldentifying the performance obligations
3. Determining the transaction price

4.  Allocating the transaction price to the performance
obligations

o) Recognising revenue when/as performance
obligation(s) are satisfied.

In all cases, the total transaction price for a contract is
allocated amongst the various performance obligations
based on their relative stand-alone selling prices. The
transaction price for a contract excludes any amounts
collected on behalf of third parties.

Revenue is recognised either at a point in time or over time,
when (or as) the Group satisfies performance obligations
by transferring the promised goods or services to its
customers.

Where the contract contains a financing component which
provides a significant financing benefit to the customer for
more than 12 months, revenue is measured at the present
value of the amount receivable, discounted using the
discount rate that would be reflected in a separate financing
transaction with the customer, and interest income is
accrued separately under the effective interest method.
Where the contract contains a financing component which
provides a significant financing benefit to the Group,
revenue recognised under that contract includes the
interest expense accreted on the contract liability under the
effective interest method.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15Revenue recognition (Continued)

Further details of the Group's revenue and other income
recognition policies are as follows:

Sale of wigs, clothing and others
Revenue from the sale of wigs, clothing and others for a
fixed fee is recognised when or as the Group transfers
control of the assets to the customer. Control transfers at
the point in time when the goods are delivered and the
customer has accepted the goods.

Interest income

Interest income is recognised on a time proportion basis
using the effective interest method. For financial assets
measured at amortised cost that are not credit-impaired,
the effective interest rate is applied to the gross carrying
amount of the asset. For credit-impaired financial assets,
the effective interest rate is applied to the amortised cost
(i.e. gross carrying amount net of ECL allowance) of the
asset.

Rental income
Accounting policies for rental income are set out in note
2.14.

2.16 Government grants

102

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions. Government grants are deferred and recognised
in profit or loss over the period necessary to match them
with the costs that the grants are intended to compensate.

Government grants relating to income is presented in gross
under “Other income” in the consolidated statement of
profit or loss and other comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Impairment of non-financial assets

The Group’s property, plant and equipment, right-of-use
assets, investment properties, trademark and the
Company’s investments in subsidiaries are tested for
impairment whenever there are indications that the asset’s
carrying amount may not be recoverable.

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

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

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

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.18 Employee benefits

Retirement benefits
Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement
benefit plan in Hong Kong under the Mandatory Provident
Fund (“MPF”) Schemes Ordinance, for all of its employees
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries.

The employees of the Group’s subsidiaries which operate
in the PRC are required to participate in a central pension
scheme operated by the local municipal government. The
subsidiaries are required to contribute certain percentage of
its payroll costs to the central pension scheme.

Contributions are recognised as an expense in the profit
or loss as employees render services during the year. The
Group’s obligation under these plans is limited to the fixed
percentage contributions payable.

Short-term employee henefits

Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the reporting date.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19Borrowing costs

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

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

2.20 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to
the current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax
rates and tax laws applicable to the fiscal periods to which
they relate, based on the taxable profit for the year. All
changes to current tax assets or liabilities are recognised as
a component of tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between
the carrying amounts of assets and liabilities and their
respective tax bases. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent that it
is probable that taxable profit, including existing taxable
temporary differences, will be available against which the
deductible temporary differences, unused tax losses and
unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable
nor accounting profit or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Accounting for income taxes (Continued)

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

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

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

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

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

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

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

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

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

(i)  the same taxable entity; or

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

For the year ended 31 December 2019 EHZE=_—Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.21Related parties

For the purposes of these consolidated financial statements
a party is considered to be related to the Group if:

(a)

(b)

the party is a person or a close member of that
person’s family and if that person:

(i)

(i)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group.

the party is an entity and if any of the following
conditions applies:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group.

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

the entity and the Group are joint ventures of the
same third party.

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

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group.

the entity is controlled or jointly controlled by a
person identified in (a).

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 EHZE=_—Z

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the most senior executive
management for their decisions about resources allocation
to the Group’s business components and for their review
of the performance of those components. The business
components in the internal financial information reported
to the most senior executive management are determined
following the Group’s major product lines.

The Group has identified the following reportable segments:
(@)  Wigs;

(b)  Clothing and others (including cosplay costumes, sexy
lingerie and others); and

(c) Leasing of factory premises (self-owned or held under
leasehold interest)

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

ADOPTION OF NEW AND AMENDED HKFRSs

New and amended HKFRSs that are effective for
annual periods beginning on or after 1 January
2019

In the current year, the Group has applied for the first time
the following new and amended HKFRSs issued by the
HKICPA, which are relevant to the Group’s operations and
effective for the Group’s consolidated financial statements
for the annual period beginning on 1 January 2019:

HKFRS 16 Leases

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to HKFRSs

HK (IFRIC) — Int 23 Uncertainty over Income Tax

Treatments

Other than as noted below, the adoption of the new and
amended HKFRSs had no material impact on how the
results and financial position for the current and prior
periods have been prepared and presented.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

ADOPTION OF NEW AND AMENDED HKFRSs
(Continued)

HKFRS 16 “Leases”

HKFRS 16 “Leases” replaces HKAS 17 and three related
Interpretations.

The Group applies the practical expedient to grandfather
the previous assessment of which existing arrangements
are, or contain, leases. The new definition of a lease in
HKFRS 16 only apply to contracts that are entered into on
or after the date of initial application.

The Group has elected not to include initial direct costs
in the measurement of the right-of-use asset for operating
leases in existence at the date of initial application of
HKFRS 16, being 1 January 2019.

The Group has already recognised the prepaid land lease
payments for leasehold land where the Group is a lessee.
The application of HKFRS 16 does not have impact on
these assets except for the whole balance is now presented
as “Right-of-use assets” under non-current assets.

Instead of performing an impairment review on the
right-of-use assets at the date of initial application, the
Group has relied on its historic assessment as to whether
leases were onerous immediately before the date of initial
application of HKFRS 16.

At the commencement date, the Group measures the lease
liability at the present value of the lease payments unpaid
at that date, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, the
Group’s incremental borrowing rate.

The Group elects to adopt HKFRS 16 using a modified
retrospective approach of recognising a cumulative-effect
adjustment to the opening balance of equity at the date of
initial application, comparative information for any changes
in accounting resulting from the reassessment are not
restated.

As at 1 January 2019, the Group has non-cancellable
operating lease commitments of RMB184,000 which
was previously accounted for as operating leases with a
remaining lease term of less than 12 months. On transition,
the Group has applied the optional exemptions to not
recognise right-of-use assets but to account for the lease
expense on a straight-line basis over the remaining lease
term.

3.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

3. ADOPTION OF NEW AND AMENDED HKFRSs 3.
(Continued)
HKFRS 16 “Leases” (Continued)

The following table summarises the impact of transition
to HKFRS 16 on the Group’s consolidated statement of
financial position at 1 January 2019:

RN REEITEMBRESE
Rl (&
EEMBREEUNEIGRIBARIGE)
TRELBEEEBHMBREEAF16% Y
AEER-Z-NF-A-BZEAHBHMHR
REZHE:

RMB’000

AREFT

Increase in right-of-use assets {5 FA#E & = 380 293
Decrease in prepaid land leases payments BN EERBORBEE) D

(current assets) (293)

The accounting policies applicable to the Group as a lessor
in the comparative period are not different from HKFRS
16. The Group is not required to make any adjustment
on transition for leases in which the Group is a lessor but
account for these leases in accordance with HKFRS 16.

Issued but not yet effective HKFRSs

At the date of authorisation of these consolidated financial
statements, certain new and amended HKFRSs have been
published but are not yet effective, and have not been
adopted early by the Group.

HKFRS 17 Insurance Contracts?

Amendments to HKFRS 3 Definition of a Business*

Amendments to HKFRS Sale or Contribution of Assets
10 and HKAS 28 between an Investor and its

Associate or Joint Venture3

Amendments to HKAS 1 Definition of Material?
and HKAS 8

Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform!?

1 Effective for annual periods beginning on or after 1 January

2020.

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

3 Effective date to be determined.

4 Effective for business combinations and asset acquisitions

for which the acquisition date is on or after the beginning of
the first annual period beginning on or after 1 January 2020.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

ADOPTION OF NEW AND AMENDED HKFRSs
(Continued)
Issued but not yet effective HKFRSs (Continued)

The directors anticipate that all of the pronouncements
will be adopted in the Group’s accounting policy for
the first period beginning after the effective date of the
pronouncement. Information on new and amended HKFRSs
that are expected to have impact on the Group’s accounting
policies is provided below. Other new and amended
HKFRSs are not expected to have a material impact on the
Group’s consolidated financial statements.

Amendments to HKAS 1 and HKAS 8 “Definition of
Material”

The amendments clarify the definition of material and
state that “information is material if omitting, misstating
or obscuring it could reasonably be expected to influence
the decisions that the primary users of general purpose
financial statements make on the basis of those financial
statements, which provide financial information about a
specific reporting entity”. Materiality depends on nature or
magnitude of information or both.

The amendments also:

— introduce the concept of obscuring information when
considering materiality and provide some examples of
circumstances that may result in material information
being obscured;

—  clarify that materiality assessment will need to take
into account how primary users could reasonably
be expected to be influenced in making economic
decisions by replacing the threshold “could influence”
with “could reasonably be expected to influence” in
the definition of material; and

—  clarify that materiality assessment will need to take
into account of information provided to primary users
of general purpose financial statements (i.e. existing
and potential investors, lenders and other creditors
that rely on general purpose financial statements for
much of the financial information they need).

Amendments to HKAS 1 and HKAS 8 are effective for
annual reporting period beginning on or after 1 January
2020 and apply prospectively. Earlier application is
permitted. The directors expect that the amendments
have no material impact on these consolidated financial
statements.

3.
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For the year ended 31 December 2019 EHZE=_—Z

4.1

112

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

Estimation uncertainty

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

Impairment of property, plant and equipment, investment
properties, right-of-use assets/prepaid land lease
payments and trademark

ltems of property, plant and equipment (note 16),
investment properties (note 15), right-of-use assets/prepaid
land lease payments (note 14) and trademark (note 19)
are tested for impairment if there is any indication that
the carrying value of these assets may not be recoverable
and the assets are subject to an impairment loss. This
process requires management’'s estimate of future cash
flows generated by each cash-generating unit (“CGU”").
For any instance where this evaluation process indicates
impairment, the relevant asset’s carrying amount is written
down to the recoverable amount and the amount of the
write-down is charged against the consolidated statement
of profit or loss and other comprehensive income. The
recoverable amount is the higher of an asset’s fair value less
costs of disposal and value in use. During the year ended
31 December 2019, impairment loss of RMB12,913,000
(2018: RMB24,410,000) and RMB18,671,000 (2018: nil)
was recognised on property, plant and equipment and
investment properties, respectively. No impairment loss
was recognised for right-of-use assets/prepaid land lease
payments and trademark (2018: nil).

The Group has determined the impairment loss of property,
plant and equipment and investment properties based on
recoverable amount of the CGUs with property, plant and
equipment and investment properties allocated respectively.
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4.1

(a)

Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 EHZE=_—Z

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Estimation uncertainty (Continued)

Impairment of property, plant and equipment, investment
properties, right-of-use assets/prepaid land lease
payments and trademark (Continued)

Wigs, clothing and others

The recoverable amounts of the CGUs have been
determined based on value in use calculations, which use
cashflow forecast available as at 31 December 2019. Fair
value less costs of disposal is not used as the management
considered that it will not be possible to measure fair value
less costs of disposal of each CGU because there is no
basis for making a reliable estimate of the price. These
cashflow forecasts are derived from the approved business
plan which has a forecast covering a period of five years.

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

— The sales growth rate assumptions are based on
management estimates and expectations of current
market conditions.

—  The utilisation rate of the production line represents
the forecast projections in the business plan.

— The cash flow projections are discounted using a
discount rate of 16.73% (2018:18.29%). The discount
rates reflect the current market assessments of the
time value of money and are based on the estimated
cost of capital and adjusted for lack of marketability.

— A terminal growth rate has been used in estimating
cash flows beyond a period of five years. A nominal
rate of 3% has been used.

The discount rate is considered as the key unobservable
input, an increase in the discount rate would decrease
the recoverable value of the corresponding CGU. As at 31
December 2019, it is estimated that with all other variables
held constant, an 1% increase in discount rate would have
decrease the recoverable amount of the corresponding
CGU by RMB20,500,000 (2018: RMB15,160,000) and
increase the Group’s loss for the year by RMB15,375,000
(2018: RMB11,370,000), an 1% decrease in discount rate
would not require any impairment on property, plant and
equipment.

4.1

(a)

G W B R I
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A R #15,160,0007T) & 2~ & & F A &5 18 1%
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11,370,0007T) - MBLIRE THRI% T2 EH A
HYE BEREKEEDEMBERE -
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For the year ended 31 December 2019 EHZE=_—Z

4.1

(a)

(b)

114

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Estimation uncertainty (Continued)

Impairment of property, plant and equipment, investment
properties, right-of-use assets/prepaid land lease
payments and trademark (Continued)

Wigs, clothing and others (Continued)

During the year, the Group commences the business
of leasing of factory premises and certain properties of
clothing and others segment were reallocated to the leasing
of factory premises segment. The recoverable amount
of clothing and others segment, after the reallocation
of properties, based on the latest cashflow forecast is
higher than the carrying amount of the assets of clothing
and others segment and a reversal of impairment loss
on properties, plant and equipment is recognised for the
clothing and others segment.

Leasing of factory premises

The recoverable amounts of the leasing of factory premise
CGU have been determined based on fair value of factories
premises held for rental income purpose. Details of fair
value measurement and key assumptions, are described in
note 15.

Net realisable value of inventories

Net realisable value of inventories (note 20) is based on
estimated selling price less any estimated costs to be
incurred to completion and disposal with reference to
prevailing market information. These estimates are based on
the current market condition and the historical experience in
selling goods of similar nature. It could change significantly
as a result of changes in market conditions. The Group
reassesses the estimation at the end of each reporting
period. During the year ended 31 December 2019, there
was no written down of inventories to net realisable value
(2018: nil).

o U -1 = Hi = F |

4.1

(a)

(b)
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Estimation uncertainty (Continued)

Estimation of fair value of financial assets at FVTPL not
traded in an active market

As at 31 December 2019, financial instruments that are not
traded in an active market included the unlisted convertible
bonds carrying at fair value of RMB1,969,000 (2018:
RMB62,263,000). The fair values are determined by using
valuation techniques, details of which are set out in note
37.6. This involves developing estimates and assumptions
consistent with how market participants would price the
instrument. The Group bases its assumptions on observable
data as far as possible but this is not always available. In
that case the Group uses the best information available.
Estimated fair values may vary from the actual prices that
would be achieved in an arm’s length transaction at the
reporting date.

Estimation of impairment of trade and other receivables
within the scope of ECL

Since the initial adoption of HKFRS 9, the Group makes
allowances on trade and other receivables subjects to ECL
based on assumptions about risk of default and expected
loss rates. The Group uses judgement in making these
assumptions and selecting the inputs to the impairment
calculation, based on the Group’s past history, existing
market conditions as well as forward looking estimates at
the end of each reporting period as set out in note 2.9. As
at 31 December 2019, the aggregate carrying amounts of
trade and other receivables amounted to RMB41,349,000
(net of ECL allowance of RMB170,000).

When the actual future cash flows are different from
expected, such difference will impact the carrying amount
of trade receivables and other items within the scope of
ECL upon application of HKFRS 9 and credit losses in the
periods in which such estimate has been changed.

4.1
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

4.1

116

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Estimation uncertainty (Continued)

Research and development activities

Careful judgment by the Group’s management is applied
when deciding whether the recognition requirements for
development costs have been met. This is necessary as
the economic success of any product development is
uncertain and may be subject to future technical problems
at the time of recognition. Judgments are based on the best
information available at each reporting date. In addition, all
internal activities related to the research and development
of new software, products or know how are continuously
monitored by the Group’s management.

SEGMENT INFORMATION

During the year, the Group has commenced to engage in
the business of leasing of factory premises segment, with
the objective to generate rental income from leasing of its
factory premises and from subleasing of a rented factory
premise in Yiwu.

The executive directors of the Company, being the chief
operating decision maker, have identified the Group’s three
product and service lines as operating segments as further
described in note 2.22.

These operating segments are monitored and strategic
decisions are made on the basis of adjusted segment
operating results.

Segment results represented operating results of each
reportable segment without allocation of finance costs
(excluded finance charges on lease liabilities), bank interest
income, loss on disposal of property, plant and equipment,
unallocated other operating income, unallocated corporate
expenses, and income tax credit. All assets are allocated
to reportable segments other than bank balances and
cash, financial assets at FVTPL and other corporate assets
which are not directly attributable to the business activities
of any reportable segments. All liabilities are allocated to
reportable segments other than corporate liabilities which
are not directly attributable to the business activities of any
reportable segments.

4.1
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For the year ended 31 December 2019 #ZEZE-_ZT—NFT+-A=1T—HLFE

SEGMENT INFORMATION (Continued) 5. 9BEHE)
The following is an analysis of the Group’s revenue and UWTAAREBRZEERAZFHR D EE 5 AWK
results by operating and reportable segments: =R EEN DT
Year ended 31 December 2019
BE_ES-AE+-A=+—-HLEE
Clothing and Leasing of
Wigs others factory premises Total
RE RER KM REHE it
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR¥FTT AR®FT ARBFIT
Revenue from external customers KRB EFR F # U % 110,954 205,110 — 316,064
Segment results SHMER 3,839 59,512 (37,904) 25,4417
Finance costs (excluded finance BRENA(TREHESE
charges on lease liabilities) JHEER) (6,635)
Bank interest income |ITFBEWA 269
Loss on disposal of property, plant  HEWE  BELREMN
and equipment B (277)
Unallocated income REAEBA 2,378
Unallocated expenses REAEHAS (97,726)
Loss before income tax GRETETAIEE (76,544)
Income tax credit FeHE % 4,339
Loss for the year FAER (72,205)
Other segment items Etia8EE
Depreciation and amortisation MEREH 8,576 13,869 3,419 25,864
Provision/(Reversal) of impairment 1% - B E Rk R EHRE
loss on property, plant and BREEE/(B@)
equipment 13,341 (18,832) 18,404 12,913
Impairment loss on investment REMENRERE
properties — — 18,671 18,671
Capital expenditure BEAHY 25,148 26,565 12,324 64,037
ECL allowance on trade receivables B HEWHENTEHEE
EEEE 70 100 — 170
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

5. SEGMENT INFORMATION (Continued) 5. 9BEHE)
Year ended 31 December 2018
HE_T—-\F+-_A=+—BLFE
Clothing and
Wigs others Total
RE AR & E A 1B ET
RMB’000 RMB’000 RMB’000
AR TFoT AREFir AREFT
Revenue from external customers K BINE & P &) Uk &5 145,223 220,680 365,903
Segment results SEWER 22,615 19,395 42,010
Finance costs 7 & R AR (5,229)
Bank interest income IRITHA B A 267
Loss on disposal of property, plant HEME - BMERRED
and equipment &5 18 (750)
Unallocated income R85 B U A 8,893
Unallocated expenses REHEHAZ (60,466)
Loss before income tax bR BT 15 T BB 1B (15,275)
Income tax credit Bk % 3,540
Loss for the year FABR (11,735)
Other segment items HthaEHEE
Depreciation and amortisation o E K i 7,159 13,980 21,139
Impairment loss on property, plant ¥ % - B K R & & 8 &
and equipment &5 18 = 24,410 24,410
Capital expenditure RN 16,624 24,339 40,963
As at 31 December 2019
R-ZE-LE+-A=+—H
Leasing
Clothing and of factory
Wigs others premises  Unallocated Total
BE EREREM BE#HE RERE # &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTFRT ARBTT ARBTT ARETT ARETT
Reportable segment assets A EHmHHBEE 143,957 260,017 53,444 103,781 561,199
Reportable segment liabilities A 2WH BEE 9,270 14,133 5,227 112,886 141,516
As at 31 December 2018
RZE—NFE+ZA=+—H
Clothing and
Wigs others  Unallocated Total
RE BRELKEM AL IR 4B Et
RMB’000 RMB’000 RMB’000 RMB’000
AR TrT AREFIT ARETT ARETFT
Reportable segment assets AIE2EHRHEEE 157,721 278,536 154,122 590,379
Reportable segment liabilities AERSHMEaE 9,398 11,074 77,398 97,870
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SEGMENT INFORMATION (Continued)

Geographical information

Information about the Group’s revenue by geographical
locations presented based on the area or country in which
the external customer is operated.

SHWEH(E)

wEEH
AEENFADEENTBRERAFESA
BamMEREENEEHRBAEE)AKRED
RFE -

2019 2018
ZE—NhEF —E-N\F
RMB’000 RMB’000

ABRBTFT AK¥FTTT

PRC (place of domicile) AR (A5 )
United States x
Germany =

United Kingdom S

Australia S

Holland el

Japan H 7

Brazil [RaAii]

Israel A& %1
Others Hib

The Group’s non-current assets, other than financial assets
at fair value through profit or loss and deferred tax assets,
are substantially located in the PRC.

Information about major customers

During the year ended 31 December 2019,
RMB38,096,000 or 12% (2018: RMB36,638,000 or 10%)
of the Group’s revenue was derived from a single customer
of the Group.

As at 31 December 2019, 12% (2018: 13%) of the Group’s
trade receivables was due from this customer.

18,518 14,985
117,138 146,082
8,302 16,233
11,817 12,315
26,936 40,783
11,023 7,839
39,520 34,253
15,015 10,738
17,308 26,414
50,487 56,261
297,546 350,918
316,064 365,903

AEBENFRDEETERBERAFETA
BameREEREEREEE) YA
fIRHPE -

FREEFEFRMEH
REZEZFT-—NLF+A=+—HLFE"
AEBRE—ZE—"RTEFNREANDARE
38,096,000 T 8 fh A &£ B W = W12% (=&
— N\ A R#36,638,0007C310%) °

RZBE-NAF+-_A=t—H A&EEEH

EWKIEN12% (ZF —/\F : 13%) B UK Z
BEPZFA
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

6. REVENUE 6. k&
The Group’s principal activities are disclosed in note 1 to AEBNETEEBEERN ST AU B RERM T
the consolidated financial statements. Revenue of the Group le AEBEMUEAREBZEETNUE R

is the revenue from these activities and represents the net EEHMKREERBRESGWNEZEEER
invoiced value of goods sold, after allowances for returns BEEME -

and trade discounts.

The Group’s revenue recognised during the year is as AEEFRNEER 2K E0T:

follows:

2019 2018
—ZE—-hEF —E-N\F
RMB’000 RMB’'000
ARTT AREFT
Wigs B 110,954 145,223
Clothing and others AR & H b 205,110 220,680
316,064 365,903

Disaggregation of revenue from contracts with HEFRMASH KSR

customers

The Group’s revenue from sales of wigs, clothing and others
are recognised at a point in time. The Group’s contracts
with customers usually have original expected duration of

AEBERERE BREREMHEEKRDZRX
—ERRMER AKREREFNAN R
RE-FHLAANRRHFES -TEEM

one year or less. Revenue from major product line are as RS
follow:
2019 2018
—E—-NF —ZE-N\F
RMB’000 RMB’000
AR¥TFT ARETF T
Contract Manufacturing Services business CHHERBEES
Cosplay costumes £ 1) E AR & 89,438 112,772
Cosplay wigs AEHERE 76,731 98,557
Sexy lingerie 4 B A 7K 33,575 40,550
Others Hi 26 81
199,770 251,960
Original Brand Manufacturing business FREREXS
Cosplay costumes A 9E R 59,123 47,314
Cosplay wigs A ERE 34,223 46,666
Sexy lingerie MR K 22,948 19,963
116,294 113,943
316,064 365,903
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

OTHER INCOME 7. Hft A
2019 2018
—E—-NnEF —E-N\F
RMB’000 RMB’'000
AR ¥ Fir AREFoT
Exchange gain, net B 5 ek F58 2,080 1,997
Interest income FE WA 269 267
Interest income on financial assets at FVTPL & A FEFABHHN SR EE
B A — 3,020
Government grant (note) IS B (B 72) 259 2,352
Rental income from operating leases of plant M EL#ELLHAE 2 H & W
and machineries A
— Lease payments that are fixed —BEHENK 1,609 1,426
Rental income from operating leases of KREMEKEHRE 2
investment properties HEWA
— Lease payments that are fixed —BEHENK 516 S
Income relating to net investment in leases HERE FBEMEB YA
— Finance income — BB A 482 =
Others Hith 39 98
5,254 9,160

Note: The Group was entitled to receive subsidies from the local
government authorities in Yichun Development Zone for (1)
export sales business conducted; (2) labor employment;
(3) participation in China Import and Export Fair and (4) a

M AEBEREBUATERURDMEERZER
EHBANM  (ODREERERRARE
M OHEEER QB IRHE: Q)2 N+
BMEHORRRSERAOEERMEEN

specific fund in the Yichun Development Zone. HEIHEES -

FINANCE COSTS MERE
2019 2018
—E-hE —T-)\F
RMB’000 RMB’000
AR¥FT AREFor

Interest on bank and other short term BT EMEHEER B

borrowings 6,635 4 668
Finance charges on lease liabilities HEBEBEZRHEER 64 T8
Interest on convertible bonds AITMRESZFE — 561
6,699 5,229
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9. LOSS BEFORE INCOME TAX 9. MR RAEISE
Loss before income tax is arrived at after charging/ MArERMATEERIOE, GEA)UTEER
(crediting): EE:
2019 2018
—E—hEF —E-N\F
RMB’000 RMB’'000
AR®TFiT AREFT
Auditors’ remuneration % $5 B % B 1,233 1,088
Cost of inventories recognised as an expense  HER A X HFE kK A& 172,967 213,910
Depreciation e
— Property, plant and equipment —WHE BERREE 24,715 20,752
— Investment properties —KEME 583 S
— Right-of-use assets —FRAEEE 473 =
Amortisation of prepaid land lease payments  J&{f + b F0 & Fk I8 #Y # £ — 293
Amortisation of trademark 72 15 B 58 93 94
Loss on disposal of interest in a joint venture HER —HALREZ
E=rEBE 2 =
Loss on disposal of property, plant and HEWME BEREZHED
equipment (== 277 750
Impairment loss on property, plant and M- BERZENRE
equipment, net 518 F & 12,913 24,410
Impairment loss on investment properties KEMERNREEE 18,671 =
Short term lease/lease with lease term shorter REHIAE NEXEREH
than 12 months as at initial application of R EENEIOR 2
HKFRS 16/operating lease charges in respect HMHLRI2@EAZAE
of land and buildings ERTHREFHEE
HERX 255 247
Income relating to net investment in leases ME®REFHBRBERA 482 S
Fair value loss on financial assets at FVTPL EAVFEFABEGNESHE
EMNAFEER 60,524 2,281
ECL allowance on trade receivables BZREKFENEREES
&5 18 B 170 —
Exchange gain, net FE W U = % 58 (2,080) (1,997)
Research and development cost it 8% AR K 18,160 22,354
Government grant I8 7T 47 B (259) (2,352)
Staff costs = 5N
— Salaries, allowances and other benefits — % EIEMEMBEF 69,258 80,302
— Contributions to defined contribution —ATEH-FRAKEE B
retirement plans H 8,218 10,779
77,476 91,081
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

10. INCOME TAX CREDIT

No provision for Hong Kong profits tax has been made as
the Group had no assessable profits arising in Hong Kong
during the year ended 31 December 2019 (2018: nil).

The provision for PRC enterprise income tax has been
provided at the applicable tax rate of 25% (2018: 25%) on
the assessable profits of the PRC subsidiaries.

10. FRGIMER

RBE-F-NE+-A=t-BLEE
i P S8 BB 5 VA 3 4 7 A BGRB8
A 48 4 5 TS BAE L A M (= — )\ -
=) -

FRERCEMSHNBHEZIENE RN
JERRRL R M @ B R25% IR (2 — N\ &
25%) e

2019 2018
—E—hEF —E-N\F
RMB’000 RMB’'000
AR ¥ Fir AREFT

Current tax EHRE
Current year — PRC enterprise income tax REE-—FRHAPEMRFH 2,951 2,563
Deferred tax (note 24) iR IE B I8 (B 2524) (7,290) (6,103)
Income tax credit FriEMmE R (4,339) (3,540)

Under the Law of the People’s Republic of China on
enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25%. From 13 November 2017 onwards,
Yiwu Partytime and Yiwu Styler were accredited as “High
and New Technology Enterprise” in the PRC, and subject
to a concessionary tax rate of 15% for three years in
accordance with the EIT Law.

REFEARANBEEMRSHOETEEAM
BEREDREEMBHAERGH - HEH
BB A% B R BB - &SR H AR &
BERARIEESMHEXILAZEARRAAB
Rt FT+-AT=ZHRERARTES
MEmEE] IRBEEMEHEEZX=
FEISHHBEREK -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

10. INCOME TAX CREDIT (Continued)

The difference between the actual income tax charge
in the consolidated statement of profit or loss and other

10. FiBRNER (=)

HFeBRaMEME2EKREROERMEHA
BB BR P 1S B A& M FE RO E R KRR

comprehensive income and the amounts which would result EHEZBRYROT:
from applying the enacted tax rate to profit before income
tax can be reconciled as follows:
2019 2018
—E—hEF —E-N\F
RMB’000 RMB’'000
AR T ARETFT
Loss before income tax BRETIS BRI B 18 (76,544) (15,275)
Tax on loss before income tax, calculated at B BT 15 75 A1 /S 18 00 B 18
the rate of 25% (2018: 25%) (Z25% TR X H)
—E—)\F :25%) (19,136) (3,819)
Tax effects of: UTEEBENRGE T E -
— Non-deductible expenses — AR 17,706 2,725
— Non-taxable income —BAERBERA (455) (755)
— Additional allowance (note) — RN (B A7) (1,841) —
— Concessionary tax rate —EERX (585) (1,691)
Utilisation of tax losses FBAHIEEE (28) —
Income tax credit g% (4,339) (3,540)

Note: according to the relevant laws and regulations promulgated

by the State Administration of Taxation of the PRC,
enterprises engaging in research and development
activities are entitled to claim 175% of their research and
development expenses incurred as tax deductible expenses
when determining their assessable profits for the year.

As at 31 December 2019, the Group did not have any
significant unrecognised deferred tax assets or liabilities

(2018: nil).
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

DIRECTORS’ AND CHIEF EXECUTIVES’
EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

Directors’ and Chief Executives’ emoluments
Remuneration of the directors disclosed pursuant to the
Listing Rules, section 383(1) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation, is as
follows:

N EERESETHRARFHRIGER
BHEMAL

NMIESRESTRARTH
EEMERBELTARA - BERAKED
VERAB(KEEEMNEZE R RH
2EE BTN

ES
ES

Year ended 31 December 2019
E§F_ZE-AE+_H=+—HLEE

Salaries,
allowances Retirement
and benefits in scheme
Fees kind Bonuses  contributions Total
e RER
e EhiEd Tedl Bkt it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFTT AREFTT ARBFT ARETT AREFTT
Executive directors: WITES:
Mr. Lin Xin Fu WHBEE 264 372 — 6 642
Mr. Ma Chi Kwan SEHLE 317 — — 16 333
Mr. Phen Chun Shing THEMEE 317 — — 16 333
Non-executive director: EHTES:
Ms. Chen Sheng BALL 157 — — 6 163
Independent non-executive ~ BIUEHITEE:
directors:
Mr. Leung Siu Hong (Note a) BB K E(Hita) 48 — — — 48
Mr. Chen Wen Hua BRXERAE 105 — — — 105
Ms. Peng Xu ¥REt 105 — — — 105
Mr. Zheng Jin Min (Note b) ~ BBE R4 (ff 7 b) 58 — — — 58
1,371 372 — 44 1,787
Notes: B it -

(@)  Retired on 14 June 2019.

(b)  Appointed on 14 June 2019.

(@ RIZB-AFXATHEHBABIE-
by RZE-AFRNATHEREZRME-
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

11. DIRECTORS’ AND CHIEF EXECUTIVES’
EMOLUMENTS AND FIVE HIGHEST PAID

INDIVIDUALS (Continued)
11.1 Directors’ and Chief Executives’ emoluments

(Continued)

SHHMALE)

Year ended 31 December 2018

BE-T—N\E+-t-AILER

N ESRESETHRARFHRIER

NMIEERESTBRARTHFHZ)

Salaries, Retirement
allowances and scheme
Fees benefits in kind Bonuses  contributions Total
go EER
e EMEF TEAL RYRET IR Bat
RMB 000 RMB'000 RMB'000 RMB000 RMB 000
AREFT ANREFT AREFT AR¥FT ARETT
Executive directors: WAESE:
Mr. Lin Xin Fu MR EE 253 382 = 7 642
Mr. Ma Chi Kwan BEHEE 304 = = 15 319
Mr. Phen Chun Shing YHEMLE 304 = = 15 319
Non-executive director: EHTES:
Ms. Chen Sheng B A2+ 151 = = 6 157
Independent non-executive ~ BUFHITEE:
directors:
Mr. Leung Siu Hong 2RERE 101 = = = 101
Mr. Chen Wen Hua B ERE 101 = = = 101
Ms. Peng Xu ¥RTLT 101 = = = 101
1,315 382 — 43 1,740
Notes: Hiat -

(a)  Retired on 14 June 2019.

(b)  Appointed on 14 June 2019.

(@ RIE-AFAATHERRK-

by MZE-NFRATHBAEZME-
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Notes to the Consolidated Financial Statements

G5 W R B R

For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

DIRECTORS’ AND CHIEF EXECUTIVES’
EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS (Continued)

11.2 Five highest paid individuals

12.

The five highest paid individuals of the Group include
one director (2018: two directors) for the year ended 31
December 2019, whose emoluments are disclosed in note
11.1. The aggregate of the emoluments in respect of the
remaining four (2018: three) individuals are as follows:

1.

EFERESTHRARFHRAGE
SHHMALE)

N2EEEEFMAL

AEBRBE-_TE—NLF+-_A=+—H
FTFEMNRAERaTMHMATRE—®R(CZE
—N\F MB)ESR FENTIIEERN
111 BEBTHEZ(ZCE-N\E:=8)A L
B amEmT:

2019 2018

“E—hEF —E-N\F

RMB’000 RMB’000

AR®TFIT AREFr

Salaries, allowances and benefits in kind e EHEEYEAR 2,488 1,614
Bonuses TE4T — =
Retirement scheme contributions RAKET B 53R 33 33
2,521 1,647

The above individuals’ emoluments are within the following
bands:

ERATHFMEATEE:

Number of individuals

A
2019 2018
—E—-hEF —E-N\F
HK$ nil to HK$1,000,000 Z 3 70 £ 1,000,000 7T 3 3
HK$1,000,001 to HK$1,500,000 1,000,001 7t 1,500,000/ 7T 1 -
4 3

No directors or the five highest paid individuals received
any emoluments from the Group as an inducement to join
or upon joining the Group or as compensation for loss of
office during the year ended 31 December 2019 (2018: nil).
No directors or the five highest paid individuals have waived
or agreed to waive any emoluments during the year ended
31 December 2019 (2018: nil).

DIVIDENDS

No dividend was paid or proposed during 2019 nor has
any dividend been proposed since the end of the reporting
period (2018: nil).

12.

REBEEZZT-NF+-A=+—BLEFERN -
ExdnBRamMALHSER NS E KR
EAME  EAMAREEINMAREE
BORSHAFER/BEBMECE-NF 8)-
REBEEZZT-NF+-A=+—BLEFERN
EEd TR FMAIMERZEXRER
EEME (ZE-—NF:E)-

Bz B
RZZT—NFRIAE N F IR MERR
B BEEWMEHRAR - I8 EZFIRNEM
REB(ZE—N\F:H\)-
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

13. LOSS PER SHARE 13. BRREBIR

14.

The calculation of basic loss per share is based on the loss
for the year attributable to equity holders of the Company of
RMB72,205,000 (2018: RMB11,735,000) and the weighted
average 897,723,000 ordinary shares in issue during
the year ended 31 December 2019 (2018: 869,813,000
ordinary shares).

No diluted loss per share has been presented for the year
ended 31 December 2019 as there was no dilutive share
outstanding during the year (2018: the computation of
diluted loss per share has not assumed the conversation
of the Company’s outstanding convertible bonds since the
conversation would result in a decrease in loss per share).

RIGHT-OF-USE ASSETS/PREPAID LAND LEASE
PAYMENTS

BREABEDIRBEARABEFAAR
6 AN E B ARK72,205000T(ZF—N
FAR®KIL73B5000) RBE-_T—NF
TZA=TBUEFERSHETEBRM
R ¥ 19 81897,723,000 t HE(Z T — N\ &F:
869,813,000 % & & %) -

BE-_Z-NF+RA=+—BLEE I
B2V EREBEER REASFALEALSE
BUHEMCBRTERD - (ZE-N\F:BREE
ERENGAEYERRERARAZHREE
MR ESs  REASBREEHESRERRE

) e

14 EHERE WAL HBEERE

Other
properties
Prepaid land leased for
lease payments own use Total
Rt HEBHAD
HEREA Htth ot
RMB’'000 RMB’'000 RMB’000
ARETT ARETFT ARETF T
Carrying amount as at 1 January 2018 R - —N\F —A
—HBZEEE 12,683 — 12,683
Amortised during the year F A5 (293) — (293)
Carrying amount as at RZE—-—NF+H
31 December 2018 =t+—HAZEHE 12,390 — 12,390
Carrying amount as at 1 January 2019 W=—Z— N F— A
—HZEEE 12,390 — 12,390
Addition NE — 973 973
Depreciation e (286) (187) (473)
Transfer to investment properties HEBEFTREYHE
(note 15) (1 #£15) (1,893) — (1,893)
Carrying amount as at R-Z—-h&E+=H
31 December 2019 =+—HZE@EE 10,211 786 10,997
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

RIGHT-OF-USE ASSETS/PREPAID LAND LEASE 14. FRAEEE RALEERE
PAYMENTS (Continued) (#&
As at 31 December 2018, the carrying amount prepaid land RZE—N\F+ZA=+—H BN H#MH
lease payments were as follow: ENRIBZREE:
RMB’000
AREFoT
Represented by: K&
Non-current portion FEmE D 12,097
Current portion BB 293
12,390
Upon initial application of HKFRS 16, the right-of-use RIERBBMBMEERFI6HE - £ AE
assets represent prepaid land lease payments in relation to BEEUARTRE 2 EEIH 2 BN LHEE
the leasehold land is situated in the PRC and is held under SRIE - P HENESE -
a medium term lease.
As at 31 December 2019, the Group’s right-of-use assets RZE—NWF+ZA=+—H XEEHNE
(2018: prepaid land lease payments) amounting to AREEE(ZCE—N\E - BN HBEHRE)
RMB10,211,000 (2018: RMB12,390,000) were pledged to A R #10,211,000t(ZE - NF: AR %
secure bank borrowings (note 29). 12,390,0007T) B & # - LAESF iR 17 18 K (FfY
5£29) o
INVESTMENT PROPERTIES 15. B EYE
2019 2018
—E—hEF —E-NF
RMB’000 RMB’000

ABRETFT AKETTT

Investment properties wEYHE

20,754 —
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

15. INVESTMENT PROPERTIES (Continued) 15. REMEE)
Changes to the carrying amounts presented in the RiFEBRRAKRES 2 RAEZ S
consolidated statement of financial position can be N

summarised as follows:

2019 2018
—E-hEF —EB-N\F
RMB’000 RMB’'000

ARRTFET ARETT

Carrying amount at 1 January R—A—RBAZEHEE — —

Addition = 4,868 =

Transferred from right-of-use assets (note 14) B BEEEBE A (H:F14) 1,893 =
Transferred from property, plant and BMZE - WEREZHEEA

equipment (note 16) (#it16) 37,741 S

Depreciation e (583) —

Transferred to net investment in leases BAREREFE

(note 23) (H7£23) (4,494) —

Impairment loss EREN ! (18,671) =

Carrying amount at 31 December R+-—A=+—HBHZEmE 20,754 =

2019 2018

—E—hEFE —E-N\F

RMB’000 RMB’000

AR®TFT AREFoT

Cost X 7R 39,634 S

Accumulated depreciation and impairment R ERBE (18,880) —

Carrying amount AR A 20,754 —
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 EHZE=_—Z

INVESTMENT PROPERTIES (Continued)

At 31 December 2019, the fair value of the Group’s
investment properties, determined using income approach,
which also representing the recoverable amounts of the
leasing of factory premise CGU was RMB37,680,000. The
fair value as at 31 December 2019 has been arrived based
on a valuation carried by an independent, professionally
qualified valuer Graval Consulting Limited. The impairment
loss of RMB18,671,000 was determined by comparing
carrying amounts of the investment properties, together
with the relevant leasehold improvement (note 16), to the
above fair value as at 31 December 2019.

The fair values of the Group’s investment properties
are categorised under Level 3 fair value hierarchy and
determined using income approach which capitalises the
estimated rental income stream, net of projected operating
costs, using a discount rate derived from market yields
implied by recent transactions in similar properties. When
actual rent differs materially from the estimated rents,
adjustments have been made to the estimated rental value.

The most significant inputs, all of which are unobservable,
are the estimated rental value and the discount rate. The
estimated rental value and discount rate is RMB16 per
square meter and 6.7% as at year ended 31 December
2019. The estimated fair value increases if the estimated
rental value increases or if discount rate (market
yields) decline. The overall valuations are sensitive to
all assumptions. Management considers the range of
reasonably possible alternative assumptions is greatest
for rental values and that there is also an interrelationship
between these inputs.

As at 31 December 2019, bank borrowings (note 29) are
secured by investment properties with a carrying value of
RMB20,754,000 (2018: nil).

15.

G W B R I
—NFE+-AZ+—BLFE

BRMEE)

R-E-NFE+T-_A=+—HB KEERE
MEZAFEERBKRAEZEE  MEIKE
HERSELEUNATREOESR AARK
37,680,000t e R=—ZE—NF+-_A=+—
S/ qZTEE%EAﬁiE%%{EEﬂH ERTSE
BRERARETZHEETE - REBEA
Eﬁg18671000ﬁﬁLﬂﬁ7?§§%¥ZﬁEﬁ

TELA&JFEFEJTHTW% g (Y 5E16) B2 E at i
—NAEFT A=+ -HZAFEELER

ﬁﬁﬁéﬁf’

ZK*I&%%%Z $1E DERE=ZMRF

EEM ERARAEERE  BERELNE
ﬁ% 50T % 1R MR
EBAL - AR T AR - MR
SREFBRUREAZE AHAHAS
SR

REABARBE@GRIATER)AGEAES
REERE - REE-_T-AF+R=+—

BEFE HAEceRBEBERAXSRE
FHRARBLIOT KX6.7% - fE HtH S HE
ﬂﬂiﬁﬂifﬁﬁf(m%%/\f)—l—ﬁx fAET R FE

SHEM - BRAEHAERIBE - BEE
wz%a"ﬁiEl’]ﬁﬁ‘[ﬁ%ﬁﬂﬁ“”ﬂ’]%&l%ﬁﬁ
MxEBABBEZHEANFEMLBML -

R-ZE—NFE+-_A=+—8  BITERI
F29) AR M E A A R #20,754,000t (=&
—NEE) 7R BYEEEE -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

16. PROPERTY, PLANT AND EQUIPMENT 16. WX  -BBERRH
Furniture
Plant and Motor and Leasehold  Construction
Buildings  machineries vehicles  equipment improvement in progress Total
HEN
BF RERESR RE BRHRER ERE ERIE - hs

RMB000  RMBOO0  RMBOOO ~ RMBU00  RMB000 ~ RMBUO0  RMB'000
AERTE ARBTL ARBTT ARETT ARETL ARETT ARETRT

Cost B
As at 1 January 2018 RZE-N\E—HF—H 242,368 29,600 3,190 5,020 51,030 99,268 430,476
Additions NE — 8,404 329 162 — 32,008 40,963
Disposals HE — (2,467) (85) (244) — - (2,796)
As at 31 December 2018 RZZE—-N\F+=AH
=+-A 242,368 35,537 3434 4938 51,030 131,336 468,643

As at 1 January 2019 R-Z-N%E-F—H 242,368 35,537 3,434 4938 51,030 131,336 468,643
Additions NE — 1,901 261 477 6,112 49,445 58,196
Transfer Bz 12,400 = = = 88,709 (101,109) -
Transfer to investment ERETRENE

properties (note 15) (B13t15) (44,555) = = — = = (44,555)
Disposals k= - (1,509) (5) (288) (106) = (1,908)

As at 31 December 2019 RZ-Z—RE+ZR
=+-H 210,213 35,929 3,690 5,127 145,745 19,672 480,376

Accumulated depreciation RIFEREE
and impairment

As at 1 January 2018 RZZ—-\E—HF—H 13,986 9,970 1,981 2,585 15,724 — 44 246
Charge for the year FRY 6,666 3,161 354 651 9.920 = 20,752
Written back on disposal R EREE — (1,683) (80) (225) - - (1,988)
Impairment loss HEEE 20,933 869 33 = 2,285 = 24,410
As at 31 December 2018  R=—Z—/\(+=H

=+-H 41,585 12,317 2,578 3,011 27,929 — 87,420
As at 1 January 2019 RZE—-NE—-F—H 41,585 12,317 2,578 3,011 27,929 — 87,420
Charge for the year ERxY 5,955 3,064 247 704 14,745 _ 24,715
Transfer to investment BREIRENE

properties (note 15) (B13t15) (6,814) = = — = = (6,814)

Written back on disposal 1A E B & el — (352) (5) (278) (88) — (723)
Reversal of Impairment loss 5 (& &5 18 & @ (5,866) — (134) — — = (6,000)
Impairment loss HMEER = 428 = 196 18,289 = 18913
As at 31 December 2019 RZ-ZE—hE+ZH

=+-H 34,860 15,457 2,686 3,633 60,875 — 117,511
Net hook amount BESE
As at 31 December 2019 R-Z—-hE+ZH

= =H 175,353 20,472 1,004 1,494 84,870 19,672 362,865

As at 31 December 2018 RZZE—-\F+=AH
=5 ] 200,783 23,220 856 1,927 23,101 131,336 381,223
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For the year ended 31 December 2019 HE-_ZT—NE+_A=+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT (Continued)

As at 31 December 2019, the Group’s buildings amounting
to RMB129,638,000 (2018: RMB176,363,000) were
pledged to the banks to secure the bank borrowings granted
to the Group (note 29).

Plant and machineries leased out under operating
leases

The Group entered into an arrangement to lease certain
equipment to a third party for a period of 5 years. There are
no early termination option, extension option and renewal
option in the contract. The Group considered that the lease
arrangement is an operating leases and the movement of

16. ME BWER®ME(Z)

RZEBE-NAF+_A=+—8B Kx&EEA
R ¥129,638,000t(Z T — NF: A R K
176,363,00070) MIEFEE I TR 1T - AR
BERTAEEMRITERME29) -

REEEHRAHENBERER B

AEBEFTVLZHRE=FHBEETERE 1A
HI5F - AXPh T ER TIRERILEERE
EREEEREHEEE -XEBRRZHA
EXHRKREHEE  HBARBZEHFua
Nk

the equipment are detailed as below:

Plant and
machineries
BERB®
RMB’000
ARBFIT
Cost B %
As at 1 January 2019 and 31 December 2019 RZE-NF—HA—BERZZE-NHF
+=—A=+—H 13,248
Depreciation e
At 1 January 2019 RZE—-—h&E—H—H 1,550
Charge for the year FALH 1,259
As at 31 December2019 R-E—hhFE+-A=+—8H 2,809
Net book amount RE$E
As at 31 December2019 RZE-—hAhFE+ZA=+—H 10,439
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

17. INTERESTS IN SUBSIDIARIES 17. RIBLARIZHES
Particulars of the principal subsidiaries at 31 December RZBE-AE+-_A=+—BZFENER
2019 are as follows: RIGFIBAT :
Place of Issued and
incorporation/ paid up capital/ Equity interest
Company name establishment Type of legal entity Registered capital attributable to the Group  Principal activities
gmeL/ ERTREME
NEER AL EARRER Bk /ERES FREEEEE TERE
2019 2018
“E-AE ZT)\%
Directly held
EERE
Win Profit Enterprise Holdings Limited ~ BVI Limited liability company 1 share of US$1 100% 100%  Investment holding
EERAEE BRELAA IREEIETRH 100% 100% HREZR
Unlock Bound Investments Limited BVI Limited liability company 1 share of US$1 100% 100%  Investment holding
EERAESE  ARELLRA IREELIE L R 100% 100% HERR
Indirectly held
HERE
Partytime Group Co., Ltd. The PRC Limited liability company RMB130,000,000 100% 100%  Manufacturing and sale
of cosplay costumes,
cosplay wigs and sexy
lingerie
EEXEBERAA HE BEREEAA AR %130,000,0007 100% 100% BERERS AEH
BRERMEBARY
EEREE
Partytime Costume & Lingerie (Yiwu) ~ The PRC Limited liability company RMB70,000,000 100% 100%  Manufacturing and sale
Factory (“Yiwu Partytime”) of cosplay costumes
and sexy lingerie
EEMRHRHARLA B EREFAT AR %70,000,0007C 100% 100% AERERDHREER
(ZBRE)) KMEERHE
Yiwu Styler Cultural & Creative Co., Ltd. The PRC Limited liability company RMB5,000,000 100% 100%  Manufacturing and sale
(“Yiwu Styler") of cosplay wigs
EEMBENAEERAR B EREELA AR 5,000,000 100% 100% BERERENEER
(548 HE
China Partytime Culture (Hong Kong) ~ Hong Kong Limited liability company 1 ordinary share 100% 100%  Investment holding
Limited
PERE UL (BB BRAR B BRELAA 1R K 100% 100% HREZR
The above table lists the subsidiaries of the Company which, FREINHESRATEFELRNEBAFE
in the opinion of the directors, principally affected the XBEIENTEEEEFEXIESRDZ2AR
results for the year or formed a substantial portion of the RAINBAR - EERAFHEIFINEMBHBER
net assets of the Group. To give details of other subsidiaries AIZEHGEYHRRARILE °
would, in the opinion of the directors, result in particulars of
excessive length.
As at 31 December 2019, the aggregate amount of reserves RZE—hIhF+-_A=+—H aI#HHKF
available for distribution to the shareholders of the Company ARBIR RN FEELE A AREL56,401,000
was RMB156,401,000 (2018: RMB164,733,000). T (ZZ—\F : AR®164,733,0007T) °
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For the year ended 31 December 2019 HE-_ZT—NE+_A=+—HILFE

INTEREST IN A JOINT VENTURE 18. R—HESBEAFTMNESR
2019 2018
—E—hEF —E-N\F
RMB’000 RMB’'000
AR T AREFoT
Cost of investment in a joint venture R—EEERFZTHEKA 4 4
Share of post-acquisition loss and other FEhRKEEBEREMEER
comprehensive expense, net of dividends T MBRBE W B
received (2) (2)
Deregistration during the year F AN (2) =
— 2
Details of the Group’s interest in a joint venture at 31 RZBE—NF+_A=Z=+—HB AEER—
December 2019 are as follows: Me& R rZERFBRT:
Place of
incorporation/ Particulars of issued
Name of joint venture establishment and paid up capital % of interest held Principal activity
gL BRITREMRE s
EELFEE B 3L i B BEXHE EREsk IEXH
Idream Partytime Limited Hong Kong 10,000 0%  Deregistration
(“Idream Partytime”) ordinary shares (2018: 47.5%)
BB RE UL BRAR(E BB 10,000 8% & i A% 0% & 8H
BIR 1) (ZE—N\F:47.5%)
Idream Partytime has a reporting date of 31 December. On B2 R cREBHEAT_A=+—H R
18 January 2019, Idream Partytime has been deregistered. “E-NAE—A+N\B - AZRYEDEH -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

19. TRADEMARK 19. @#¥
Trademark
mE
RMB’000
AR¥FIiT
Cost 5% 3
As at 1 January 2018, 31 December 2018 and R-E—N\NFE—HA—H - ZZE—\¥
2019 ER_ZEZ—hE+=-R=+—H 500
Accumulated amortisation Rt
As at 1 January 2018 RZE—NF—H—H 250
Charge for the year FAZH 94
As at 31 December 2018 RZE—NF+=-_A=+—H 344
As at 1 January 2019 RZE—hF—HA—AH 344
Charge for the year FARZM 93
As at 31 December 2019 R-E—hE+-A=+—H 437
Net book amount REBE
As at 31 December 2019 B-—ZE—h&E+-A=+—H 63
As at 31 December 2018 RZE—NF+ZA=+—H 156

FARBEXHFAAGABEa AR E
RPMTHREEMELER]A -

The amortisation charge for the year is included in

“administrative and other operating expenses” on the face
of the consolidated statement of profit or loss and other

comprehensive income.

20. INVENTORIES 20 &8
2019 2018
—E—-NnEF —ZE-NF
RMB’000 RMB’000
AR%TFIiT AREFT
Raw materials &+ 17,908 19,114
Work in progress & & 512 2,068
Finished goods 2 X oh 5,851 762
24,271 21,944
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For the year ended 31 December 2019 EHZE=_—Z

Notes to the Consolidated Financial Statements

G W B R I
—NFE+-AZ+—BLFE

TRADE AND OTHER RECEIVABLES S RHEMEWKRIE
2019 2018
—E—hEF —NF
RMB’000 RMB’'000
AR T ARETFT
Trade receivables ﬂ%ﬂ%ﬂi%lﬁ
— from third parties —REE= 31,376 16,359
Less: ECL allowance o ?Eﬁﬂf:f)ﬂ’éﬁﬁﬁéﬁ (170) —
31,206 16,359
Deposits, prepayments and other receivables & - A SER X thE
RIE
Prepayments FEfT R IE 5,002 6,144
Other tax receivables H e U R R 4,566 4,010
Deposits Ee 498 379
Other receivables H e Uk 3 IE 77 738
10,143 11,271
41,349 27,630

The Group usually requires advance deposits from its

AEEBREEREEPBEXNRE - NE

customers. Before accepting any new customer, the WERMERPA  ANEEEERANIEAFT
Group applied an internal credit assessment policy to HRERIHEBERPNEAEZ - EEHA
assess the potential customer’s credit quality. The credit B RAEOR(ZE —N\F :30K) - @ &
period is generally for a period of 45 to 60 days (2018: 30 HERREEETHEZ BHEKFKET
days). Overdue balances are reviewed regularly by senior B e
management. Trade receivables are non interest-bearing.
An aged analysis of the trade receivables, based on the EEZAHMNESRRFEBMMKEREE
invoice date and net of ECL allowance, is as follows: EBEEGB NERSTOT
2019 2018
—NhE & — )\
RMB’000 RMB’000
AR%TT AREFT
0-30 days 0Z£ 30Xk 24,685 12,089
31-60 days 31E60X 4,837 3,096
61-90 days 61E90K 564 1,043
91-365 days 91EF 365K 1,120 131
31,206 16,359
As at 31 December 2019, ECL allowance of RMB170,000 —hE+_HA=+—HB E®RZRHY
(2018: nil) was recognised. 13??)%?5 B A R#170,000T (ZE—/\&E :

&) -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

21.

TRADE AND OTHER RECEIVABLES (Continued)

The ECL rate for trade receivables as at 31 December 2019
was determined as follows:

21.

ROHRAMBERKREAGE)
RZE-AFT-A=+-BHEIEEHK
BEBEEBALEREENT

2019

—E-nEF

0-30 days 0E30K 0.71%
31-60 days 31E60K 1.33%
61-90 days 61ZE90X 1.93%
91-365 days 91F365K 2.97%

As at 31 December 2018, the directors considered the
overall exposure to ECL is insignificant.

The movement in the ECL allowance of trade receivables, is
as follows:

R-_ZE—-NF+_A=+—"H EFR AT
HEEBBENEERRBRTAK -

BH RN EREEERREEDER
mE

2019 2018

—E—NhEF —ZT-N\F

RMB’000 RMB’000

ARETT ARBFor

At 1 January Rn—A—H — —
ECL allowance recognised during the year FRNERRNEHREE

& 18 B 170 ==

At 31 December R+—_A=+—8H 170 S

The Group writes off a trade receivable when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has
entered into bankruptcy proceedings, or when the trade
receivables are over two years past due, whichever occurs
earlier. None of the trade receivables that have been written
off is subject to enforcement activities. The Group does not
hold any collateral or other credit enhancements over these
balances.

MEEHBRESATSBRENBRE ALK
6] 5K 18 ) % 3 R OK (10 & 76 A B 5 42 5k R ED
WERF  XEZFRWFECBRBEMST
NEEERE)  AEBEGHHEE SRR -
BEEZEBFIBRBEZITEMME - A&
BYBAZEFERFTHECAERRATRE
fl {5 SRR A 1 o
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For the year ended 31 December 2019 HE-_ZT—NE+_A=+—HILFE

22. FINANCIAL ASSET AT FAIR VALUE THROUGH

PROFIT OR LOSS

2. BAFEAARENEHNAE

2019 2018

—E—hEF —E-N\F

RMB’000 RMB’000

AR®FIT AR¥TFT

Unlisted convertible bond IF 7 AT R RR 1 1,969 62,263

On 23 February 2018, Unlock Bound Investments Limited
(“Unlock Bound”), a wholly-owned subsidiary of the
Group, subscribed for a convertible bond with a principal
of HK$70,000,000 (equivalent to RMB56,693,000) (“CSG
Convertible Bond’) with annual coupon of 6%, issued
by Charm Success Global Investment Limited (“CSG”),
an independent third party. CSG is an unlisted company
incorporated in the British Virgin Islands with limited
liability. The CSG Convertible Bond will mature on 23
February 2022. CSG and its subsidiaries are engaged in the
development of tourism and tourism projects.

The CSG Convertible Bond will, at the discretion of Unlock
Bound, be convertible at any time between the date of issue
of the CSG Convertible Bond and on the second business
day immediately preceding its maturity date on 23 February
2022 into fully paid ordinary shares of CSG. The total
percentage of ordinary share hold by Unlock Bound upon
full conversion of the CSG convertible bonds in the enlarged
share capital of CSG will be equal to the aggregate principal
amount of the CSG Convertible Bond divided by the value of
CSG and its subsidiaries to be agreed by the Unlock Bound
and CSG. If the bonds have not been converted, they will
be redeemed on maturity date at 110% of the outstanding
principal amount of the CSG Convertible Bond plus accrued
interest.

During the year ended 31 December 2019, CSG failed
to pay the annual coupon interest as stipulated in the
subscription agreement and the CSG Convertible Bond
becomes default. Based on the information and belief of
the Directors according to the representations of CSG, there
has been an unexpected delay in the implementation of the
development plan of the project due to (1) unexpected delay
in obtaining funds from investors to carry out the project;
(2) the delay in assignment of theme park license from the
holding company of CSG to CSG and its subsidiaries which
was subject to licensor's approval. In view of the above
factors, the equity interest in the issuer on conversion is
considered likely to be no commercial value. The fair value
measurement of the CSG Convertible Bond is described in
note 37.6.

RZZE—NF=-H=+=H " Unlock Bound
Investments Limited ([Unlock Bound])(Z 2R &]
2 2B HBATR)RHECharm Success Global
Investment Limited ([CSG(— & BILE=H)

172 N4 570,000,000/ 7T (FHE M AR
56,693,00073)9’\]5]?@ B & & ([CSGa] 42 f% &
5] FEZEAC% CSCA—RREBEK
HEEMAZZIEEMER AR - CSGA[#
BEHFBER-_TE-_—_F-_A=-_+=HFHH-
CSGREMBRARIFEREFRE RIKRHEIEAR
ZEE -

CSGA] # IR (& % #% 4% Unlock Bound z B 1& &
EE’\ﬁ‘ﬁCSGTﬁﬂxF%EHH&%N%_
T A+ Z=ZHE PPN E @
%Eﬂﬂ??ﬁﬁﬁvﬂﬁﬁCSG@Ei%Hx°R\?ﬁ
EHMCSGA A ] &% & + Unlock Bound#¥
BZEBBRNCSGZEIEARANE DL
L CSGR M iR & F 2 A& A% K LA Unlock
Bound X CSG# 1 E 2CSG R EM B AT~
BE WESFRELS® BRI AR
CSGRAI MR EHFKREEARE EEML10% I FE &
FBEMD -

REE-_ZT—hAhFE+_A=+—BHILEE"
CSCRBXNRBHAPAENE —FEFL
Z CSGAIMBREFKBEN - BRIECSGZ
BH REEFFALMAE %BEBERE
ZEEBEBEINER E.E(l)?ﬁ?ﬁ@ux
BHEWNMEEEES TEHBEZINER: (2)
CSGHERARIBEEETER ﬂ%‘«MuAF—ITZ
CSGREFRAAERER(FEZLHHNR
Bl ERLIRAZ BEREERSEZ
BITAREERAUETAGHEREE-
CSGrRI M IR E % 2 A FE & = & R M ZE MY &
376 °
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

22. FINANCIAL ASSET AT FAIR VALUE THROUGH 22. BAFEHABEHENETE(Z)

PROFIT OR LOSS (Continued)

The movement of the CSG Convertible Bond during the year

is set out below:

CSGRAIBEBFRNFRAZEBEINMAT

2019 2018
—E—hEF —E-N\F
RMB’000 RMB’000
AR¥FT AREFor
Fair value at 1 January 2019/ R-—ZT—h&—A—A/
23 February 2018 —E-NFZA=Z+=H
/NS ] 62,263 56,693
Accrued interest income (note) FESTF B U A (B 7E) — 3,020
Fair value loss NFEEE (60,524) (2,281)
Exchange adjustments PE 5 8 2 230 4,831
Fair value at 31 December 2019 and 2018 RZE—NERZZT—N\F
+-—A=+—HZA¥E 1,969 62,263

Note: As the annual coupon interest was past due and defaulted, B it -
no interest income was recognised for the year ended 31

December 2019.

The fair value of the CSG Convertible Bond has been

measured as described in note 37.6.

HRFREZECBRHLEY RBEE_F
—NhE+TZA=Z+-BLEFELTERR
MEBUWA -

CSGT 2 IR & % 2 A F & B 1R K 537,657 it
2 EHE
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

23. NET INVESTMENT IN LEASES 23. HERE RN
The maturity analysis of the undiscounted lease payments BMEREZRBIBHEEMNKEWRIEZEIH
receivables from finance leases are as follows: Bo#aT:
2019
—ZE—hEF
RMB’000
AR®FIT
Gross investment in leases HEKRELTR
— Within one year — —FR 5,970
5,970
Less: Unearned finance income AR BREUER B WA (994)
Net investment in leases HEREFSE 4,976
Present value of investment in leases HEREZRE
— Within one year —— %R 4,976
Less: portion due within one year included under 38 st ARBEE 22— FAE A H
current assets (4,976)

Portion due after one year included under non- AR EBEE 2 — FHE LD
current assets

Movements in finance lease receivables during the year: MEHERBRREFRN 2 EE:
2019
—E—NhEF
RMB’000
AR®FTT
At 1 January Rn—HA—H —
Transferred from investment properties (note 15) B3 & ¥ A (H7715) 4,494
Finance income from net investment in leases THEREFHEEL 7REWR A 482
At 31 December R+=—A=+—H 4,976
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

23.

24,

NET INVESTMENT IN LEASES (Continued)

The Group entered into two lease contracts for certain
factory premises for an initial period of two years. Portion of
premises is for own use and remaining portion is subleased
to third parties for rental purposes. The relevant lease
liabilities at date of commencement was RMB5,841,000
(note 28). The sublease portion is under three sublease
arrangements.

The net investment in leases represent three
sublease arrangements entered by the Group with the
sub-contractors in respect of factory premises typically run
for an initial period of two years. The sub-leases do not
include contingent rentals and variable lease payments.
The subleases are entered with the same terms of the
respective head-leases and no gain or loss recognised from
the derecognition of the right-of-use assets from the head
leases.

DEFERRED TAX ASSETS

The movement during the year in the deferred tax assets is
as follows:

23.

24,

HEKREBRHE(Z)

REERETHMEITILMOHBELD - Nk
HEME -ZSEWMEPHELAER E&#3
STEATFE-FUEREAS RE4HMKBAE
B HBHEEAEAEARKS841,0007T (K
5128) c BHAAOIRBEZEEHRLHLEMA -

HEREFREASEEER ARLKER
YHMZHERAZH  BEVNGESME - &
HEEYEBRANB RATEHENK -
EHEAENZARRBAENERGERETL
TELKIIERREEZERREEERT
fa] Ui 25 2K &5 48 -

BIERFEE
ERNEEREEENEHOT -

2019 2018
—E—NEF —ZE-NF
RMB’000 RMB’000
AR%TFT ARBETF T
At 1 January n—A—H 6,103 =
Recognised in profit or loss (note 10) RIBEER (M 710) 7,290 6,103
At 31 December r+_—_A=+—8H 13,393 6,103
The movement in deferred tax assets during the year is as FRRECEHREEENZEHNT :
follows:
Impairment
loss on assets Others Total
HEREGR H i #at
RMB’000 RMB’000 RMB’000
AR FT AREFT AREFT
Recognised for the year ended REEZZT—N\F
31 December 2018 and +=-—A=+—H
at 1 January 2019 EFERRZZE—NEF
—FA—B®ER 6,103 — 6,103
Recognised in profit or loss RIBEER 7,517 (227) 7,290
At 31 December 2019 R-Z—h&E
+=-HA=+—H 13,620 (227) 13,393
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

24. DEFERRED TAX ASSETS (Continued) 24, RERIEEE (Z)
As at 31 December 2019, no deferred income tax has been RZE—NF+_A=+—H TERAE
recognised for withholding taxes that would be payable on BRPFBERIZHBARBEMNBENHE 2K
the unremitted earnings that are subject to withholding taxes EHRAFEMZENBERREEMSH - &
of the Group’s subsidiaries established in the PRC. In the NAIBEERE ZEWBRARRATREBERT
opinion of the directors of the Company, it is not probable AAgEDRBBAERF RZE—-—NF+=A
that these subsidiaries will distribute such earnings in the =t+—B8 BERFENBARZEEEBA
foreseeable future. The aggregate amount of temporary TERLERELSHABCERZER
differences associated with investments in subsidiaries in A KN A ANRK229325000L (= —N
the PRC for which deferred income tax liabilities have not F: AR ¥241,641,0007T) °
been recognised totalled approximately RMB229,325,000
as at 31 December 2019 (2018: RMB241,641,000).
25. BANK BALANCES AND CASH 25. BTTHGERAS
2019 2018
—ZE—hF —E-NF
RMB’000 RMB’000
ARBFIT AR TFT
Bank balances and cash RITEHRER S 78,761 75,417
Included in bank balances and cash of the Group of RZE—NhF+—_A=+—H st ALTEE

approximately RMB77,132,000 (2018: RMB74,817,000) as
at 31 December 2019 are bank balances denominated in
RMB placed with banks in the PRC. RMB is not a freely
convertible currency. Under the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement and
Sales and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for foreign currencies
through banks that are authorised to conduct foreign
exchange business. Cash at banks earns interest at floating
rates based on daily bank deposit rates.

MRITRIBS H A RK77132,000T (=
T — \F: A R#¥748170007%) A 17F RN LR
FEMBRITHAARBTENRITES - A
REBTITEALBREE - REHE AN
EEBEIMEE EERNEETER
E) ALEBEFISBERERETINESRE
BRHRITEBARBLBAINE - BITHRESE
ERSHBITERAENFEF RERIF S -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

26. TRADE AND OTHER PAYABLES

26. 5 K HthFE &R\

2019 2018
—E—hEF —E-N\F
RMB’000 RMB’'000
ARBFIT ARBTFT
Trade payables BSEMRER

— To third parties — ERTFE=F 19,164 15,682

Accrued charges and other payahles BT REMEMRRE
— Salaries payables — ENEH 4,239 4,360
— Other tax payables — H At FE AT B 3K 756 799
— Other payables — HE b FRIA 19,953 7,229
24,948 12,388
44,112 28,070

The Group was granted by its suppliers credit periods
ranging from 15 to 60 days. An aged analysis of the trade

AEBHRERGE TAEEN FISE0RNE
AR - ERNBEAMNEZERNRARE D

payables, based on the invoice date, is as follows: T :
2019 2018
—E—NEF —E-N\F
RMB’000 RMB’'000
AR®TFiT AR FoT
0-30 days 0230k 19,164 15,682
27. CONTRACT LIABILITIES 27. e¥AaE
2019 2018
—E—hEF —E-N\F
RMB’000 RMB’000
AR&TFiT AREFT
Contract liabilities arising from receiving W RIET SRS EENED
deposits of manufacturing orders afE — 430

When the Group receives a deposit before the production
activity commences, this will give rise to contract liabilities
at the start of a contract until the revenue recognised on
the project exceeds the amount of the deposit.

All the outstanding contract liabilities at beginning of the

year have been recognised as revenue during the year. B o
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For the year ended 31 December 2019 HE-_ZT—NE+_A=+—HILFE

28. LEASE LIABILITIES 28. HE AR
The maturity analysis of the undiscounted lease payments RERBEEFNKOBBESTAT
are as follows:
2019
—nE
RMB’000
ARBFIT
Total minimum lease payments: HEBEENREE:
— Within one year — —FR 2,826
2,826
Future finance charges on lease liabilities HEBBECAXMEER (119)
Present value of lease liabilities HEaGE2RE 2,707
Present value of minimum lease payments HEHENRKZRE
— Within one year — —FR 2,707
Less: portion due within one year included BoRFARBBEZ —FRNIEBHHY
under current liabilities (2,707)
Portion due after one year included under A ERBEE 2 —FREIHHBY
non-current assets =
Movements in lease liabilities during the year: HEaBEFRZEH:
2019
—nE
RMB’000
ARBFIT
At 1 January ®n—HA—H —
Additions NE 5,841
Payment of lease liabilities HERGERMNK (3,198)
Finance costs B & A AR 64
At 31 December Bnt+-—A=+—8H 2,707
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

28. LEASE LIABILITIES (Continued)

As at 31 December 2019, lease liabilities amounting to
RMB2,707,000 are effectively secured by the related
underlying assets as the rights to the leased asset would be
reverted to the lessor in the event of default by repayment
by the Group.

During the year ended 31 December 2019, the total cash
outflows for the leases are RMB3,453,000.

As at 31 December 2019, the Group has entered into leases

for an office and certain factory premises.

28. R ARA)
R-F-AF+-A=+-H BEABA
R #2,707,0007T B £ AR & EFH A
RERMEAEEREENR RELENE
& WA E -

RBE-F—nE+-A=+—AILEE"
& R & 7 i 40 88 5 A R #3,453,0007T °

BE_Z-NFT-_A=+—RH AEEH
WMAERETHERLEE -

Financial statements Range of
Types of items of right-of-use Number of  remaining
right-of-use assets assets included in leases lease term Particulars
ERREEMRAD Feri M
EFRARERESR MEHExER HEHAE #E =
Factory premises in PRC Right-of-use assets 2 2 years e Contains an option to
renew the lease after
the end of the contract
A B & B TREEE 2 2F o« BEREGHNERESE
BHEMEEE
Office Not applicable as short 1 1 year ¢ Only subject to monthly
term lease recognition fixed rental payment
exemptions under
HKFRS 16 applied
WRE BEEBYEREE 1 1 o EFHAXNEEHES

AlFleREHEE
R TER

The Group considered that no extension option or
termination option would be exercised at the lease

commencement date.

REERBARY AEER/BIAETEL
MEREFRIRLEZE -
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Notes to the Consolidated Financial Statements
GEMBWMEME
For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

SHORT TERM BORROWINGS 29. FMHAME W
2019 2018
—E—NhEF —ZT—N\F
RMB’000 RMB’000
AR¥FT ARETFr
Bank loans, secured RITER - BIEW 76,800 51,800
Unsecured borrowings £ R = 17,897 17,570
94,697 69,370

As at 31 December 2019, bank loans bore interest at 4.79%
to 5.87% (2018: 3.92% to 5.84%) per annum.

The bank loans were secured by certain assets of the Group
(notes 14, 15 and 16) as at 31 December 2019 and 2018.

As at 31 December 2019, unsecured borrowings amounted
to RMB17,897,000 (2018: RMB17,570,000) and bore fixed
interest at 14% per annum (2018: 15% per annum).

R-ZEBE—hhE+=-A=+—80 HBITEHK
4.79% %5.87% (ZZF — )\ : 3.92% %5.84%)

SESIESN-B

RZE-NERZZE-NF+A=+—81"
RITERARNERE TEE(WTLS - 15K

16) fEHE# -

RZEBE-AF+_A=+—8 KL
R a ANREL7897000(ZE— N5
A R ¥17570,000) 7T) * B F F K14% (= F

—N\EF: FFK15%) TR o

SHARE CAPITAL 30. & &
No. of shares RMB’000
B8 B AREFr
Authorised: EE
As at 31 December 2018 and 2019 RZFE—NFERZZE—NF
+-—A=+—H 1,560,000,000 12,313
Issued and fully paid: ERTRE@RE :
As at 1 January 2018 R-ZZE—N\F—HF—H 756,234,000 6,209
Issue of shares by placing (note) BB EBETRD (M E) 141,489,000 1,143
As at 31 December 2018 and 2019 RZBE-NFR_ZE—NIF
+-—A=+—H 897,723,000 7,352

The ordinary shares of the Company has a par value of

HK$0.01 each.

Note: On 13 March 2018, an aggregate of 141,489,000 ordinary
shares with par value of HK$0.01 each were issued at
HK$0.53 per share by placing, according to a placing
agreement under general mandate signed on 14 February
2018. The proceeds of HK$1,415,000 (equivalent to
RMB1,143,000) representing the par value of these ordinary
shares were credited to the Company’s share capital
account. The remaining proceeds after deducting placing
commission, professional fees and all related expenses
amounted to approximately RMB57,594,000, were credited
to the Company’s share premium account.

ARAEBRKREERSBROOLET -

Bix: HRZBE-NF=ZA+
—\F-_AtTHOBEES
=% 0 50537
4 #£141,489,0000%
EEB-FFBEREAR
WA R¥1,143,0007T
HE FFALRRE R
Me HEBRALM
#57 594,000 7T 14 &) &
Na R EER -
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

31.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the years ended 31 December 2019 and 2018
are presented in the consolidated statement of changes in
equity of the consolidated financial statements.

Share premium

The share premium represents the difference between the
par value of the shares of the Company and net proceeds
received from the issuance of the shares of the Company.

Under the Companies Law of the Cayman lIslands, the
share premium account of the Company may be applied for
payment of distributions or dividends to the shareholders
provided that immediately following the date on which
the distribution or dividend is proposed to be paid, the
Company is able to pay its debts as they fall due in the
ordinary course of business.

Statutory reserve

In accordance with the Company Law of the PRC, each
of the subsidiaries of the Company that was registered
in the PRC is required to appropriate 10% of the annual
statutory profit after tax (after offsetting any prior years’
losses), determined in accordance with the PRC GAAP,
to the statutory reserve until the balance of the reserve
funds reaches 50% of the entity’s registered capital. The
statutory reserve can be utilised to offset prior years’ losses
or to increase capital, provided the remaining balance of
the statutory reserve is not less than 25% of the registered
capital.

Capital reserve

The capital reserve of the Group as at 31 December 2019
and 2018 represents the share capital of entities comprising
the Group prior to the reorganisation and the reserves
arising from the reorganisation for the purpose of listing of
the Company’s shares on the Stock Exchange.

Translation reserve

Translation reserve comprises all foreign exchange
differences for the translation of financial statements of
foreign operations. The reserve is dealt with in accordance
with the accounting policy in note 2.4.

1. 0

RBE_T-AFR-_ZFE-NF+A
St HULEFE ARENRFEEREE
BIRNEGAMBEBRENGEEREHRET -

Bx 17 & |
B gEREARRBNNEERERITAR
AIRDBEEOPIERBFEZER -

RERASHSRADE » AAR M4 E KA
ARABRERIND RIS - EREBEER
XD EREBBZBHE  ARAFEHR A
FEBBREPINEIHARBZET -

& TE it 0
RIFBHERBE - ARBR B EE M %
BRARABRETELAZEHRAUEENR
MEFRAERM(EEBETAEETFEN
BRINIOREREZLTHE BEERRE
TEEREDNEREMEARNNS0% ° )& E
BAARNBHEBEFENE BRI BRE MR
K- ERBEERBERTI IR EMELRN
25% -

BEXGME
RZBE—-NERZFE-N\EF+=_A=+—H"
AREEMNEARERASEEETEENESR
AR AREEBERARR KRG RE AT E
MMETZEENEE -

EE R & s
ERHERRESIESUBRRZMEE
HEBMBEK FEDBEHNF24FH
B FIARRE -
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32. STATEMENT OF FINANCIAL POSITION OF THE 2. ERFHIMRBHKRAE
COMPANY
2019 2018
—E-hF —E-N\F
Notes RMB’000 RMB’000

Bt st AR®FT ARETT

ASSETS AND LIABILITIES BERAR

Non-current asset EREEE

Investments in subsidiaries REBRARZKE 17 —* —

Current assets mEEE

Other receivables H b e W0 1E 130 225

Amount due from a subsidiary & Ug — i Bt 8 A Bl ZR IR 205,785 207,758

Bank balances and cash WITHEBR LR 154 83
206,069 208,066

Current liabilities mE A A

Other payables H {th FE < 5RB 4,420 1,799

Amount due to subsidiaries NN =INGIE 2,478 2,433

Short term borrowings HHER 17,896 17,570

24,794 21,802

Net current assets mBEERE 181,275 186,264

Net assets SEFE 181,275 186,264

CAPITAL AND RESERVES BE R s

Share capital &% 7 30 7,352 7,352

Reserves (Note) B (Hat) 173,923 178,912

Total equity BaWE 181,275 186,264

* Amount less than RMB1,000. * BN ARKELO00T °

LIN XIN FU CHEN SHENG
W B
Chairman Director
= EE
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For the year ended 31 December 2019 HE-_T—NF+-_A=+—HLFE

32. STATEMENT OF FINANCIAL POSITION OF THE 32. FAFHMBRAER(Z)
COMPANY (Continued) \ L
Note: The movement of the Company’s reserves are as follows: Bet: ARBFEEBOEBHOT:
Convertible
Share bond Translation Accumulated
premium reserve reserve loss Total
] # B
BNRRE @EHEEFE BREREEFE JRHE8H et

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ANEETFT NRETFT AREFT AREFT ARKTT

Balance at 1 January 2018 RZE-N\E—A—Bz#&#% 139,245 1,240 2,636 (25,854) 117,267
Issue of share capital (note 30) BITIRAN (B 7£30) 57,594 = - = 57,594
Loss and total comprehensive expenses 518 & 2 [ Bl X 4@ %

for the year — — — (7,492) (7,492)
Exchange difference on translatonto #HEAZ25 G EN 5

presentation currency — — 11,543 — 11,543
Transfer of convertible bonds reserve A #% |- HE 72 5 68 48 A 42 %

upon derecognition B — (1,240) — 1,240 =

Balance at 31 December 2018 and RZZE—-N\E+=ZA=+—-HEK

1 January 2019 “E-NE-A-HzE&# 196,839 — 14,179 (32,106) 178,912
Loss and total comprehensive expenses F A E 18 & 2 < 458

for the year — — — (8,332) (8,332)
Exchange difference on translationto BB AL S BN =5

presentation currency — — 3,343 — 3,343
Balance at 31 December 2019 R-E—-h&+ZH

=t+—-RZzE& 196,839 — 17,522 (40,438) 173,923
33. LEASE COMMITMENTS 33. EE AL

As lessee EREBAA
At the reporting date, the lease commitment for short term NBERE SHESE AEARECE—N
lease (2018: the total future minimum lease payments FAEBERBEIAITRHBEBLSEHEEMER K
payable by the Group under non-cancellable operating I EHEENMZTELE) M :

leases) are as follows:

2019 2018
—E-hEF —EB-N\F
RMB’000 RMB’'000

ARBTFET AR¥Tr

Land and buildings: THRETF
Within one year —F R 44 184
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OPERATING LEASE COMMITMENTS (Continued) 33.

As lessor

At the reporting date, the Group had future aggregate
minimum lease receipts under non-cancellable operating
leases in respect of plant and machineries are as follows:

wEHARRRA)

fEREEA

PSR B AN S B M AR R R AT
HEERERTZREHERTRENT

2019 2018
—E-hE —EB-N\F
RMB’000 RMB’'000

ARBTFRT AE¥TT

Plant and machineries: BERBW :

Within one year —FR 1,870 1,870

After first year but within second years —FRBREFFNA 1,870 1,870

After second year but within third years FE_FREE=ZFNKN 1,478 1,870

After third year but within fourth years F-FRBREENFA — 1,478
5,218 7,088

The Group leases out its plant and machineries (note 16)
under operating lease arrangements which run for an initial
period of five years, with an option to renew the lease term
at the expiry date.

At 31 December 2019, total future minimum sublease
payments expected to be received by the Group under
non-cancellable subleases is RMB5,970,000 (2018: nil).

AEERBELEHERHHBEEBRELRE
(Mt sE16e) M ERA/EF XA REWA

RZZBE-NEF+A=+—B x5ERE
S B 84 48 1E A & T IR H S 0 R SR UK ER B
EEEEHENREERARKES970,0007T (=
T—)\F:E)-

CAPITAL COMMITMENTS 34. X KB
2019 2018
—ZE—hF —E-N\F
RMB’000 RMB’000
AR¥TFT ARBBET T
Contracted but not provided for B 8T #9118 & & &
— Property, plant and equipment —ME - -BERHZE 2,849 11,384
RELATED PARTY TRANSACTIONS 35. AEFXD
The Group had the following transactions with related AEFHRBELSAEANTRS
parties:
Compensation of key management personnel FTEERBABFHH
2019 2018
—ZE-hF —E2-N\F
RMB’000 RMB’000

ARETFT AKETTT

Short term employee benefits SHIE BB T
Retirement scheme contributions g NG

1,627 1,580
65 61
1,692 1,641
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36. RECONCILIATION OF LIABILITIES ARISING 36. MREIDHELENARHERFERS

152

FROM FINANCING ACTIVITIES AND NON CASH z%
TRANSACTION
Reconciliation of liahilities arising from financing S IZTHELENEEYHE
activities
The changes in the Group’s liabilities arising from financing AREFRETHEELANEENE G S EW
activities can be classified as follows: T:
Lease Convertible
Bank loans liahilities bond Total
BITER HEA&E THREES #at
RMB’000 RMB’000 RMB’000 RMB’000
ANREFrT ANRMTT AREFiT ARKFTT
At 1 January 2018 RZE—NFE—A—
H 53,000 — 16,412 69,412
Cash-flows: BaRE :
— Repayment — BE®RE (67,200) — — (67,200)
— Proceeds — T8 FA 83,570 — — 83,570
— Interest paid — BNFE — — (239) (239)
— Redemption — B[ — — (16,224) (16,224)
Non-cash: EH& :
— Effective interest charges — ERMEXZH = — 561 561
— Exchange adjustments — E R HE — — (510) (510)
At 31 December 2018 and R-ZZE—-N\F+ZA
1 January 2019 =—t+—Bk=-Z
—h®&—H—H 69,370 — — 69,370
Cash-flows: HeRE :
— Repayment —BEX IE (84,800) — — (84,800)
— Proceeds — eI 109,800 = = 109,800
— Capital element of lease rentals — & ifj‘ﬂ(ﬁz;ﬁ
paid KE D o (3,134) o (3,134)
— Interest element of lease rentals — 2t EH & 2 7
paid BED — (64) = (64)
Non-cash: W& :
— Enter into new leases — i I EFEE - 5,841 = 5,841
— Effective interest charges — EBRFBEZH - 64 e 64
— Exchange adjustments — [EHAE 327 — — 327
At 31 December 2019 R-E—-hE+_-A
=chi=I1H 94,697 2,707 — 97,404
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36. RECONCILIATION OF LIABILITIES ARISING

37.

FROM FINANCING ACTIVITIES AND NON CASH
TRANSACTION (Continued)

Non cash transaction

During the year ended 31 December 2019, the Group
entered into certain lease contracts in which additions to
right-of-use assets (note 14), investment properties (note
15) and related lease liabilities amounting to RMB973,000,
RMB4,868,000 and RMB5,841,000 respectively were
recognised at the lease commencement date and were not
reflected in the consolidated statement of cash flows.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations
and in its investment activities. The financial risks include
market risk (including foreign currency risk and interest rate
risk), credit risk and liquidity risk.

The Group’s exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

37.1 Categories of financial assets and liabilities

36. MR EDELEMARHIERIFRS

37.

XH(E

FHREXH
REEZEZFT-—NLF+A=+—HLFE"
AEEBTYETHEAN REERBA
B2 EREAEEEM T4 &
EMEMETLEREEHREEEREAR
#973,0007T + A R #4,868,0007T & A R #
5,841,000 ' ZE¢ BT ERBENEER
EREX -

MERRERRAFEIE

AEERERAFELEMREAYTEAS
BMTAMEERMERR MERREREMS
Rk (BRENNERREMNERER)  FEERR
MRBEZER -

AREEMAENABREREASEEE X
% 2\ B P R R E B 75 L B B3R BBOSR I B I B
RTX -

ST emBERARHS N

2019 2018
—E—NEF —E—N\F
RMB’000 RMB’000
AR¥FT ABRETFr
Financial assets eREE
Financial assets at FVTPL: BEAFEFABZNESR
BE:
Unlisted convertible bond JELFmABRES 1,969 62,263
Measured at amortised cost: WK AR E
Trade and other receivables Bk HMERKIE 31,781 17,476
Net investment in leases HEKREFEE 4,976 —
Bank balances and cash RITEBR KBRS 78,761 75,417
117,487 155,156
Financial liabilities eMAR
Measured at amortised cost: HHEK AT E
Trade and other payables B 5 & H b e R IE 43,356 27,271
Lease liabilities HEBE 2,707 =
Borrowings &3 94,697 69,370
140,760 96,641
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

MEASUREMENTS (Continued)

37.2Foreign currency risk

Foreign currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Group’s
exposures to currency risk arise from its sales to and
purchases from overseas, which are primarily denominated
in USD. These are not the functional currencies of the
Group entities to which these transactions relate.

Foreign currency denominated financial assets and
liabilities, translated into RMB at the closing rates, are as
follows:

3. eMBERAGMHS|](E)

37.2 5 & B B

SNERBECRIANAFELAKREESR
ERNEXZEHMEBOEAR - AKBEEH N
E¥REBRREETIEZUXRTAENEINEE

NI -2 EEBLIEEZ

SEERBNEER -

EXHBEREON

SMEHEEREENBENKTERRER

AR BEWDT:

2019 2018
—E—-NF —ZE-N\F
RMB’000 RMB’000
AR¥TFT ARETF T
Assets: "E
UsD e 27,248 14,249
Liabilities: A\
UsD ETT — —
Net exposures i O P EE
UsD ETT 27,248 14,249

The following table illustrates the sensitivity of the Group’s
loss after income tax for the year and equity as at reporting
date in regard to an appreciation in the Group’s functional
currency against the foreign currencies. These sensitivity
rates represent management’s best assessment of the
possible change in foreign exchange rates.

TRITAEENEFARABREBELR

BERHMNBEEHAREDY

REEWLINETT

EOHBE  RERBELERREREY
5145 6 B B 20 WY ) B 3T 4 -

Sensitivity rate

Increase in loss for the year

BEELE FREIEEM
2019 2018
—E—h¥E —T-N\#E
RMB’000 RMB’000
AR®TTT AREFT
usD = 5% 1,140 583

The same percentage depreciation in the Group’s functional
currency against the respective foreign currencies would
have the same magnitude on the Group’s loss after tax for
the year as at the reporting date but of opposite effect.

AEBDEERLARBINENERBE D LR
B @HAKERBEANNFARRERE
BELARSEEEHARNTE
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

MEASUREMENTS (Continued)

37.3Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Borrowings
bearing variable rates and fixed rates expose the Group
to cash flow interest rate risk and fair value interest rate
risk respectively. The Group’s interest rate risk arises
primarily from borrowings, which are at variable rates. As
at 31 December 2019, balances of variable interest rate
borrowings amounted to RMB nil (2018: RMB16,800,000).
The exposure to interest rates for the Group’s short term
bank deposits is considered immaterial.

The following table illustrates the sensitivity of the Group’s
loss after income tax for the year and equity as at reporting
date to a possible change in interest rates of borrowings.

3. eMBRERAGMHS|](E)

37.3 % £ & Bz

MERBRDEARERIANATFTEIR SR
EREMBSNEESMIBORAR - LT
%'JT&I)E?‘J+;#E\E’J%%’(ﬁ%UEK%ﬁ
mIRERENEREREAFENERR - &
%IE’J%'JTHFMEEPKEhz};ﬁbﬂ%é?r@E’J
ERX-R_F-NAF+_A=1+—RH0 FF
M R E R ﬁ%z%/\ﬁﬁzgn(::ﬂ\i-/\
£ #16,800,0007T) ° KEIEH%EHT?%KE’U
NEEBEASBRTRE

TRITAEENERARASREBREELR
BEBHMED HERNERAEEHHRZ
& o

Increase in loss for the year and
decrease in equity

Increase by 50 basis points

The same degree of decrease in basis point would have the
same magnitude on the Group’s loss for the year as at 31
December 2019 and 2018 but of opposite effect.

The assumed changes in interest rates are considered to be
reasonably possible based on observation of current market
conditions and represents management’s assessment of a
reasonably possible change in interest rate.

37.4Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s exposure to credit
risk mainly arises from granting credit to customers in the
ordinary course of its operations and from its investing
activities.

The Group’s maximum exposure to credit risk on recognised
financial assets is limited to the carrying amount at the
reporting date as summarised in note 37.1.

FAGREAMRES D
2019 2018
—E-hEF —EB-N\F
RMB’000 RMB’'000
ARBTFLT AR®TT
12 NS0 {E £ 26 — 63

EHRORERE SHAKER=_F-A
EFR-E-N\F+_A=+—BNFRER
HEAMELREREERARNTZE -

NEREGBREDHEBRERTNHER
ERAOBALLENED T AEEEY
FIR A 2 4 8 B M0 3T £ o

37.45 & A %

EERBRECRIANIIUFHRERET
EHR& ﬁEIEJI%?KIETE’JfE F BYARKE
SXUBEBRNRR AREHEBENEER

BREIERENBELEETFRTEPHNEER
/H\&é/ﬁ@]

AEERCHITHEEAZNEREER
RAMESZIMB AN BEAMNEREER
PR °
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

3. eMBERARBIBM(E)

MEASUREMENTS (Continued)

37.4Credit risk (Continued)

Cash and bank balances are placed at financial institutions
that have sound credit rating and the Group considers the
credit risk to be insignificant.

For other receivables, the exposures to credit risk are
monitored such that any outstanding debtors are reviewed
and followed up on an ongoing basis. In the opinion of the
Directors, the Group has no significant concentration of
credit risk arising from its ordinary course of business due
to its large customer base. The Group does not hold any
collateral from its debtors.

In order to minimise credit risk, the Group has developed
and maintains the Group’s credit risk gradings to categorise
exposures according to their degree of risk of default.
The credit rating information is based on the Group’s
own trading records to rate its major customers and other
debtors. The Group’s exposure and the credit ratings of
its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread
amongst approved counterparties.

The Group’s current credit risk grading framework
comprises the following categories:

3T4EH AR (E)

BehRTEKREFRNRERISARTINE
MEBAAEERSEERRALITERX -

B E L FE U 5K Eﬁm AEBEMARNE
ERBRETES YHERSERETMAKR
BEBHE - §$w% AEBREXRPA R
ﬁﬁlﬂfﬁﬁ%¥$¢%F$FEﬂMm
EEFHNER AKBITEBFEEHATWH
Efm e

REAREREKEERR ASEDHIEL
BBAKBENGEERBRSR  URBEKRFE
WEREE K ERBOETDE - FEFR
AP REAEBAB RS ERHETRE
FREMEBEBAETIR AKERFEED
ARENEBEAZISGHFOETFE W
BATETRZMABERIRNEHENR S Y
F o

AEBENREEERREFERBREUATE
Bl :

Basis for
recognising
expected credit
Category Description losses
EREAHEEGR
%5l § 5k -0 -3 =
Performing The counterparty has a low risk of default and does not have 12-month ECL
any past-due amounts
& 49 REHEFEHRBBRE - I & T8 HRIE 2@ AEHREE
BB
Doubtful Amount is > 60 days past due or there has been a significant  Lifetime ECL — not
increase in credit risk since initial recognition credit-impaired
A] &¢ BHEGORA FvREXBVRERECEERARKEEN 2HEHEES
BE-EEER
(=]
In default Amount is > 120 days past due or there is evidence indicating Lifetime ECL —
the asset is credit-impaired credit-impaired
B BAII20R A L2 B ENRRBREELREERE THEREES
BE-HREE
DERIE
Write-off There is evidence indicating that the debtor is in severe Amount is written

financial difficulty and the Group has no realistic prospect of off

recovery or past due over 2 years.
B 3H ENRRBTREBABAREGRE - B & B U= R I8 8

HEWTHBHA2FLA £ -

IR C K M
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

MEASUREMENTS (Continued)

37.4Credit risk (Continued)
The table below detail the credit quality of the Group’s

ST4EH AR (E)

3. eMBRERAGMHS|](E)

TERAAEEESREERAMBEEANGEREE

financial assets and other items, as well as the Group’s = &KE BEAZHTAEERRUZEE
maximum exposure to credit risk by credit risk rating R ARE D) BFE °
grades:
As at 31 December 2019 R-E—hAE+-A=+—H
Grossing
Internal credit carrying ECL  Net carrying
Note  rating 12-month or lifetime ECL amount allowance amount
Mg RBEEFE NREFN2ZHRHEEER EEAE BREE REFE
RMB’000 RMB'000 RMB’000
ARBTRLZ ARBFTRT ARETT
Trade receivables 21 (Note) Lifetime ECL (simplified approach) 31,376 170 31,206
BARKTE (Bt 55) rHEHEEBRELE)
Net investment in leases 23 (Note) Lifetime ECL (simplified approach) 4,976 — 4,976
HEREFHE k3 rHEHEEBRELE)
Other receivables Performing 12-month ECL 575 — 575
Hit g a B# PEAEHEERR
As at 31 December 2018 RZE—-—NFE+=ZA=+—8
Grossing
Internal credit carrying ECL  Net carrying
Note  rating 12-month or lifetime ECL amount allowance amount
Mz ABEEFH  1REAXZBEHEESAR FEeE EBERE BEFE
RMB000 RMB’000 RMB000
ANREFT AREFT AREF1T
Trade receivables 21 (Note) Lifetime ECL (simplified approach) 16,359 — 16,359
BoRWIR (Bt &E) 2HEREEBRGER)
Other receivables Performing 12-month ECL 1511 — 1,117
H ity e 508 BH PREAEHEEESR
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 37. ¢ EERRBH TR (Z)
MEASUREMENTS (Continued)

37.4Credit risk (Continued) T4 EEHRRE (&)

Note: For trade receivables and net investment in leases, the
Group has applied the simplified approach in HKFRS 9
to measure the loss allowance at lifetime ECL. The Group
determines the ECL on these items by using a provision
matrix, estimated based on historical credit loss experience
based on the past due status of the debtors, adjusted as
appropriate to reflect current conditions and estimates of
future economic conditions. Accordingly, the credit risk
profile of these assets is presented based on their past due
status in terms of the provision matrix. Note 21 includes
further details on the loss allowance for trade receivables. As
at 31 December 2019, the directors considered the overall
exposure to ECL of net investment in leases are insignificant.
The Group has recognised a loss allowance of 100%
against all receivables over two year past due. There has
been no change in the estimation techniques or significant
assumptions made.

Generally the Group’s historical credit loss experience does
not show significantly different loss patterns for different
customer segments, the provision for loss allowance based
on past due status is not further distinguished between
the Group’s different customer base. As at 31 December
2019, the Group considered that the exposure to credit
risk and ECL for trade receivables and net investment in
leases which are assessed collectively based on provision
matrix. Lifetime ECL amounted to RMB170,000 has been
recognised for trade receivables (2018: nil) and no ECL was
recognised for net investment in leases.

37.5Liquidity

Liquidity risk relates to the risk that the Group will not be
able to meet its obligations associated with its financial
liabilities that are settled by delivering cash or another
financial asset. The Group is exposed to liquidity risk in
respect of settlement of trade and other payables and its
financing obligations, and also in respect of its cash flow
management. The Group’s objective is to maintain an
appropriate level of liquid assets and committed lines of
funding to meet its liquidity requirements in the short and
longer term.

When the creditor has a choice of when the liability is
settled, the liability is included on the basis of the earliest
date on when the Group can be required to pay. Where the
settlement of the liability is in instalments, each instalment
is allocated to the earliest period in which the Group is
committed to pay.

Hiat: HRESZERFEREBEREZFEMS
AEECERBEY KRS EREIR
BB ER2PRAEEERBHE
BHEEG AEBEEBRERAREEEE
EREREMNBHEEBR REAHK
ANBLEROR B (= BB R E AT
I 1F HEE AR RE BT AR R B R 2R
ARG - At KFEENR
ERBREARBEEEBREBBRR
25 - M 218 A B 5 &YW RIA KB &
BHNE-—FHEB - -R_T—-NLF+_-A
=t R EERAMEREFHELHE
HEEBRERHRAOBMIRE - A&
B O &t %8 B2 F IA L &9 BT B 1 W SR A R
REREREBEB BEIERERBR
TEHBRERMEE -

—BME AEEZELEEBERELRRT
REFD L RBBRERDR - k& &
BREBHARLECERAEBEZTIAER
ERELE-—FRY R-ZE-hFT_H
St-H AEERAREBEEEEERF
EHNEZRRRBANEEREFENEER
R ARBHEEER - 3L B3R WK IRE
REPRBEEBBARKL70,000T(=ZF
—N\F ) RYERHEREFERAR
HEEER-

JISHBER

RBETRRITARASEELIRTEES
REERENEETNER ZFERAES
EBRRXNBAERZ—RBE2RMEELS A&
BEEEIREMENREAMEREER
UERERSREEEERADESRR
AEENEEREREENRBEEKRKER
MBAGEERE  UERNHEEHERH®
MEBEEFR -

BEDNERASEEANTNZEBRTA I
BEAFEEESFEAGENERH -TEEUD
HERR SHMEFRGFARNEEAGGENRN
=FHME -
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37. FINANCIAL RISK MANAGEMENT AND FAIRVALUE 37. ¢ B ERARDSE(Z)
MEASUREMENTS (Continued)

37.5Liquidity (Continued) 375 8EHI & (Z)
The following table details the remaining contractual TRFMNGEEOAEE SR EBERTIED
maturities at the balance sheet date of the Group’s financial BB RSN RAERB S RE (B
liabilities, which are based on contractual undiscounted BEMEERALOOIHARR)IEL -
cash flows including interest and contractual maturities.

Weighted Total
average Total carrying
effective Within undiscounted amount as at

interest rate 1 year cash flows 31 December
®»+=-A
mEFHE *BBEAE =+—HZ
B F = —FR mERE FE#EHE
% RMB’000 RMB’000 RMB’000
% AR¥TIT AR®TFTT ARETTT
2019 —E—NhEF
Financial liabilities at RESRFEAED
amortised costs eMAR
Trade and other payables B 5K E b ENRIE N/AR i@ F 43,356 43,356 43,356
Lease liabilities HEAE 5.75% 2,826 2,826 2,707
Borrowings B 9.39% 97,705 97,705 94,697
143,887 143,887 140,760
2018 —E—N\EF
Financial liabilities at BRESEFEARD
amortised costs &mMAR
Trade and other payables BEREMEMNKIE  NATEAB 27,271 27,271 27,271
Borrowing &% 11.17% 72,451 72,451 69,370
99,722 99,722 96,641
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 37. ¢ B ERRBH ST (Z)

MEASUREMENTS (Continued)
37.6Fair value

37.6 2 F{E

Financial assets and liabilities measured at fair value in the NEEMBRAIRFIEATEAAENSHE
consolidated statement of financial position are grouped ENBBEUSA=ZFEAATLEEZSL =EAZH
into three Levels of a fair value hierarchy. The three Levels HERAABEAGABH ZUBREE  TF
are defined based on the observability of significant inputs mE

to the measurements, as follows:

° Level 1: quoted prices (unadjusted) in active markets o F—H - HREELEBERTRTEN
for identical assets and liabilities.

WECRIEAR)

° Level 2: inputs other than quoted prices included o E_H GEENABEEENEEMA
within Level 1 that are observable for the asset or HRVBABN(RABEE—LFES
liability, either directly or indirectly. B RE) -

. Level 3: unobservable inputs for the asset or liability. o Fog - BEIEEMN T ERG AL

o

The level in the fair value hierarchy within which the SREENEBEBREMES AN FEEZ R

financial asset or liability is categorised in its entirety is NHER  EEREAFLEHAEEAZTAE

based on the lowest level of input that is significant to the EMHREEBRGABZE

fair value measurement.

Fair value measurements as at
31 December categorised into
R+-RA=+—HZL2FEHAESES

Fair value at
31 December Level 1 Level 2 Level 3

»+Z=A

=+—H%
DFEE R E-® E=#H

RMB’000 RMB’000 RMB’000 RMB’000
ARBFT AR®MTRT ARETRT AR¥TRT

2019

Financial asset at fair value
through profit or loss
CSG Convertible bonds

2018

Financial asset at fair value
through profit or loss
CSG Convertible bonds

—E—NhE

BAFEAR
SHEMEE
CSGA] # I {8 75

—E2-N\%F
BOFEAR

SHEMEE
CSGH] # X & 55

1,969 — — 1,969

62,263 — — 62,263
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

MEASUREMENTS (Continued)

37.6Fair value (Continued)

The movements during the year in the balance of these
level 3 fair value measurements are disclosed in note 22.
The methods and valuation techniques and inputs used in
Level 3 fair value measurements are described below:

For the CSG Convertible Bond subscribed on 23 February
2018, the management has engaged an external valuer to
carry out valuations on the fair value of the CSG Convertible
Bond.

Based on the circumstances as described in note 22, the
equity interest of the convertible option upon conversion
is considered likely to be no commercial value and the
Group has changed the valuation model for determining the
fair value of the CSG Convertible Bond. In the opinion of
Directors, default model is considered to be more relevant
and appropriate in measuring the fair value of the CSG
Convertible bond. The key unobservable input is recovery
rate. Based on the Company’s internal assessment,
the following factors have been taken into account in
determining the recovery rate for the fair value calculation
which include (i) there has been an unexpected delay in
obtaining funds from investors to carry out the project which
leads to a delay in the implementation of the development
plan of the project; (ii) the default in paying the annual
coupon interest during the year ended 31 December
2019 which indicate the low liquidity of the CSG and its
subsidiaries.

The overall market recovery rate applied is 5.2%, adjusted
by additional factors including distinction between listed
and unlisted bonds.

The recovery rate is considered as the key unobservable
input, an increase in the recovery rate would increase the
fair value of the CSG Convertible Bond. As at 31 December
2019, it is estimated that with all other variables held
constant, an 1% increase in recovery rate would have
increase the fair value of the CSG Convertible Bond and
decrease the Group’s loss for the year by RMB705,000.

Based on Roma Appraisals Limited’s valuation report,
the fair value of the CSG Convertible Bond is valued at
approximately HK$2,200,000 (equivalent to RMB1,969,000)
as at 31 December 2019 (2018: HK$70,876,000 (equivalent
to RMB62,263,000)).

3. eMBRERAGMHS|](E)
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Notes to the Consolidated Financial Statements
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37. FINANCIAL RISK MANAGEMENT AND FAIRVALUE 37. ¢S ERAGBHSE(Z)
MEASUREMENTS (Continued)
37.6Fair value (Continued) 37162 FEHE(Z)

For the year ended 31 December 2018, the fair value
were determined by using a binomial option pricing model.
Asset-based approach was used in determining the equity
value of CSG as input in the binomial option pricing model.
The other inputs into the model were as follows:

ﬁéﬁ%:%*/\iwL*H*ﬁL HIEFE -
RFEDEB-_BEARECERLETE - &
EERZEZANEECSGHREBEIER_H
AMBEERLUNGAER - HEVKEM
BMABRIT

As at

31 December

2018

RZE—I\F

+=-—RA=+—8H

Expected volatility 8 B 1 45.226%
Bond Life (year) &% B IR () 4
Risk-free rate 1= [ B ) & 1.571%
Other spread HMEZE 9.104%
Expected dividend Yield TEHAAR B Uk &= = 0.000%

The fair value of the CSG Convertible Bond depends on
a number of factors that are determined on an actuarial
basis using a number of assumptions. Any changes in these
assumptions will impact the carrying amount of the CSG
Convertible Bond. Expected volatility was determined by
using the historical volatility of selected companies operated
in similar industry.

The other spread is considered as the key unobservable
input, an increase in the other spread would decrease the
fair value of the CSG Convertible Bond. As at 31 December
2018, it is estimated that with all other variables held
constant, an 1% increase in other spread would have
decrease the fair value of the CSG Convertible Bond and
increase the Group’s loss for the year by RMB260,000,
an 1% decrease in discount rate would have increase the
fair value of the CSG Convertible Bond and decrease the
Group’s loss for the year by RMB268,000.

CSGRIM B BEFMAFEI AR ZERAZE -
HWEREZRBEEEFAZARKET - %
EHREAMT(E @2%@@%7%&1%%
%ﬁﬁ TEEREEREEATELEN
KEERNANBIRBEE °

HWBEZEWRABIETBEREGAME  Hi
BE 7N CSGRRES 2 A TF1E o
RZZE—N\F+-—A=Z+—8 " FHstEME
HmEsRFETENERLT  HMEEEN1%
A CSGRAI MR ESR 2 A FELIEMNASE
EE R EE A RE260,0007T © B KFH 1%
G INCSGRAI MR EHR 2 A FEWL DA E
EF AN E B ARK268,0007T °

1 62 CHINA PARTYTIME CULTURE HOLDINGS LIMITED HiE Jk # XL BB R A



38.

39.

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZEZE-_T—NF+_A=+—HILFE

CAPITAL MANAGEMENT 3. BEEXER
The Group’s capital management objectives are to ensure AEENEARAERERAZRAARERREE
the Group’s ability to continue as a going concern and to FAEERERE TERRAEBREAFTEL
provide an adequate return to shareholders by pricing goods BER O WARRERTHONR -
and services commensurately with the level of risk.
The Group actively and regularly reviews its capital structure AEBEBEERLEFTHBRTAERNER  THE
and makes adjustments in light of changes in economic BERAECELAE - AEBNEEER
conditions. The Group monitors its capital structure on the PEREEEREEAREFE -t BEARAT
basis of the debt to equity ratio. For this purpose, debt is BER BEFAFABRZLE  AEEATH
defined as borrowings. In order to maintain or adjust the BARRRTRENSRE  BFITREES
ratio, the Group may adjust the amount of dividends paid MEBRE -
to shareholders, issue new shares and raise new debt
financing.
The debt to equity ratio at each reporting date was: REREBH  aEESLEA:
2019 2018
—E—hEF —E—N\F
RMB’000 RMB’'000
AR T ARETFT
Borrowings and lease liabilities ExkEamE 97,404 69,370
Total equity PR 419,683 492 509
Debt to equity ratio BEES X 23.2% 14.1%
EVENTS AFTER THE END OF THE REPORTING 3. RERXREER

PERIOD

Since the outbreak of Coronavirus Disease 2019
(“COVID-19”) in January 2020, the prevention and control
of the COVID-19 has been implemented across PRC and
other countries in Europe and America. The COVID-19
has certain impacts on the business operation and overall
economy in some areas or industries. Up to the date of
these financial statements, the financial effect have not
been estimated. The Group will keep continuous attention
on the situation of the COVID-19, assess and react actively
to its impacts on the financial position and operating results
of the Group.

B-Z_TF-AFEMREZENR 1 H
KB REMBR S 4 E O b K TR Kz
B TEMABEMOMREITENERN
RENERRBELA-—"THNXE -BELAY
BHREEH HENMBEEARMGS - K
SERFHERIFEMANER  FEHESH
AEEBRBERNRBERENTE YRR
FE 4t -
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Five-Year Financial Summary

T 5F W % 18t 22

Year ended 31 December
g§E+-_A=+—HLEE

2019 2018 2017 2016 2015
Z2—-hE —E-N\F& —ZT—+ttF Z—ZE-RF Z—E—AF
RMB’000 RMB’'000 RMB’000 RMB’'000 RMB'000
ARBFT ANREFT AREFT AREFT ARETFT
RESULTS ki
Revenue I &5 316,064 365,903 466,371 513,883 569,605
(Loss)/Profit before income tax ~ BT EF Al (&),
gl (76,544) (15,275) 19,593 78,735 98,379
Income tax credit/(expense) Fr5RiE R,/
(AX) 4,339 3,540 (5,605) (22,053) (28,787)
(Loss)/Profit for the year FR(EE),/SEH (72,205) (11,735) 13,988 56,682 69,592
(Loss)/Profit for the year EEFERN(EE),/ &
attributable to: A
— Equity holders of — AREE R
the Company BBA (72,205) (11,735) 13,988 56,682 66,716
— Non-controlling interests — FEREE - = = = 2,876
(72,205) (11,735) 13,988 56,682 69,592
As at 31 December
B+=BA=+—H
2019 2018 2017 2016 2015
ZE—-hE -—T-)N\F —T—+F —T—RF —T—AF
RMB’000 RMB'000 RMB’000 RMB’000 RMB'000
ARBFT AREFT AREFT AREFT ARETFT
ASSETS AND LIABILITIES BERAMR
Total assets BEE 561,199 590,379 541,612 555,109 428,767
Total liabilities BmEE (141,516) (97,870) (100,307) (129,104) (59,974)
Net assets BESE 419,683 492,509 441,305 426,005 368,793
Equity attributable to equity ARAERFAEAR
holders of the Company 1l ¥ 25 419,683 492,509 441,305 426,005 368,793
Non-controlling interests FEERE S - = = = =
419,683 492,509 441,305 426,005 368,793
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