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Dear shareholders,

On behalf of the board (“Board”) of directors (the “Directors”)
of Smart Digital Technology Group Limited (the “Company”),
together with its subsidiaries (the “Group”), | present herewith
to the shareholders of the Group the annual report and
audited consolidated results of the Group for the year ended
31 December 2025.

RESULTS OF THE YEAR

In recent years, the media business of the world is gradually
rebounding from the impact of the COVID-19 pandemic which
has spread all over the world in the year of 2019 and the strikes
of the Writers Guild of America and Screen Actors Guild-AFTRA
in 2023. Delays in distribution, settlement as well as receipt
of income of TV drama and fim investments of the Company
significantly and negatively affected the operating results
regarding these investments, which has been reducing the
amount of revenue recognized for a few years. The slow-down
of business activities and postponement of some of the film and
TV drama projects developed by the Group in prior years have
impacted on the financial results of the Group.

Revenue and gross profit from its media and culture business
for the year of 2025 was approximately HK$21.9 million and
HK$21.9 million respectively (2024: revenue of approximately
HK$40.4 million and gross profit of approximately HK$40.4
million).

The Group reported a net profit attributable to owners of the
Company of approximately HK$202.9 million for the year ended
31 December 2025 (2024: net loss attributable to owners of the
Company of approximately HK$28.4 million).

Basic profit per share for the year amounted to approximately
HK$1.68 (2024: basic loss per share of approximately HK$0.29).
Net deficit of the Group were approximately HK$136.1 million
(2024: approximately HK$382.0 million).

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2025.

Chairman’s Statement

EERS

HERE :
AANBRESUREEEERAT (HAT,) &
AHEMEAD ®iESER) 25 (EE) ¢ ('H
B HAEEREECAEEBEE "SR E
+ACSt—HIEEC EEREREERES
48

TEEXRE

EER EREREFEBRHE_Z
IKRICOVID- 19 B R ERER B &

hﬁ”ﬁt
REBES

R B -FMNEIRERER EEE\ZIKQ}E&
ENEREKREZET EERBAEIREE %

éﬁ@?ﬁiﬁﬁ’]ﬁ«‘Mﬁﬁéﬁﬁiikﬁﬁws e L
TR FERNERNNE TR - X ESFRBESF

ErEBRENBOIETRERFBEBHEEN X

EENMBREERTHE-

TETRFEREERERXEEBZNREREN D
AlRA21.9B BB T K21.988 BT (CEHNEF !

W A40.4B BB TR ERNLL04BEETT)

%Zx_ﬁ_ﬂfﬁ—i—_)ﬂ:—i——ﬁﬁﬁlﬁ’zﬁ%@ﬁz

BARNBHE AELEANFEL202.958 BT (&
% THE AR EDHEBAEGHEEFEN2845E
BT °

FREREXENOB1.68ET (CE_NE !
IR AR B 1EA0.29# 1) °$$E’JE‘3%&%§E%’J%
136.1EE BT (ZZZIF : 49382.08 8B B T) °

s

2

EFEUTFAERARNB&E_S "2+ _-A4
Z+—BLEFEZRARE-

BEHRKEBRIRART —BI1FEFER



Chairman’s Statement

EERS

FUTURE PLANS AND PROSPECTS

Up to the date of this report, the economic downturn and the
negative prolonged impact of COVID-19 epidemic will be a mid-
to long term issue. The world is gradually rebounding from the
impact.

In addition, the strikes of the Writers Guild of America and
Screen Actors Guild-AFTRA in 2023 has adversely affected the
development, production and distribution of feature films and TV
and streaming TV programming in the USA.

However, as it takes time for the entire business cycle of the
Group to get back on track, it is probable that these negative
impacts may continue to be reflected in the financial results of
the Group in the coming year(s).

The Group has been exploring new business opportunities,
including but not limited to satellite business, transportation Al
and smart vehicle networking business and producing short
videos and web series drama, to broaden the Group'’s client
and revenue base and increase investment returns to the
shareholders of the Company. Details of the new businesses are
outlined below:

- The Group has cooperated with Mango Media SDN. BHD
to produce two web-series and expects to release the one
of the web-series in the first half of 2026;
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In relation to the transportation Al and smart vehicle
networking business, the Company entered into a non-
legally binding letter of intent for a potential acquisition on
20 August 2025. The Company intends to carry out the
potential acquisition of not less than 51% equity interest
in a Shanghai Mission Information Technologies Corp.,
Ltd. The Board believes that the potential acquisition will
enable the Group to embark on entirely new business
development in the fields of transportation artificial
intelligence and smart vehicle networking. Given the rapid
development of transportation Al and rail transit both
nationally and globally, the business has significant growth
potential. Additionally, it will expand the Group’s customer
base and enhance the visibility of the listed company. The
Board believes that if the Potential Acquisition materializes,
it will effectively strengthen the Group’s core competitive
barriers and create strategic pivot and returns for long-
term shareholder value enhancement.

In relation to the satellite business, the Company entered
into non-legally binding letters of intent with Sparklinka
Limited (“Sparklinka”) and Beijing Commsat Technology
Development Co., Ltd. (“COMMSAT") respectively
on 10 March 2026. The Group will collaborate with
Sparklinka to research, develop, and manufacture a trial
satellite supporting mobile phone direct connectivity. The
communication tests and technical verification of the trial
satellite will be conducted in the Middle East, Central
Asia, and Southeast Asia. Entering into the Mobile Phone
Direct-to-Satellite Cooperation Intention Agreement allows
the Group and Sparklinka to establish a long-term and
stable strategic partnership, thus to promote collaboration
and development in satellite communication services for
both parties. While the business of COMMSAT involves
customized commercial satellite, constellation core
services, and so on. By leasing its facilities, the Group
will be able to carry out production and manufacture for
its overseas satellite orders acquired, and achieve stable
production management, order fulfillment, and quality
control for the Group’s upcoming satellite communication
business, thereby fostering the long-term development
of the Group in satellite construction and satellite
communication operations. The Board believes that the
Satellite Factory Leasing Strategic Cooperation Intention
Agreement and the Mobile Phone Direct-to-Satellite
Cooperation Intention Agreement will broaden the Group’s
future revenue base and are expected to enhance the
investment returns to shareholders.
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Chairman’s Statement

EERS

With an aim to safeguard returns to the shareholders of the
Company, the Group is in the process of reviewing the future
prospect and development of its other business segments, and
at the same time exploring new business opportunities and
making more efforts to explore market opportunities in Mainland
China.

ACKNOWLEDGEMENTS

Finally, on behalf of the Board, | would like to express my sincere
gratitude to the management and all the employees of the Group
for their dedication. | would also like to thank our shareholders,
suppliers, bankers and customers for their continuous support.

Mr. Jing Xufeng
Chairman

Hong Kong
31 March 2026
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Management Discussion and Analysis

BUSINESS AND OPERATION REVIEW

In recent years, the media business of the world is gradually
rebounding from the impact of the COVID-19 pandemic which
has spread all over the world in the year of 2019 and the strikes
of the Writers Guild of America and Screen Actors Guild-AFTRA
in 2023. Delays in distribution, settlement as well as receipt
of income of TV drama and film investments of the Company
significantly and negatively affected the operating results
regarding these investments, which has been reducing the
amount of revenue recognized for a few years. The slow-down
of business activities and postponement of some of the film and
TV drama projects developed by the Group in prior years have
impacted on the financial results of the Group.

Revenue and gross profit from its media and culture business
for the year of 2025 was approximately HK$21.9 million and
HK$21.9 million respectively (2024: revenue of approximately
HK$40.4 million and gross profit of approximately HK$40.4
million). Although there is a decrease in revenue, the Group
recorded a one-off net gain on the disposal of subsidiaries
of approximately HK$324.7 million and reported a net profit
attributable to owners of the Company of approximately
HK$202.9 million for the year ended 31 December 2025 (2024:
net loss attributable to owners of the Company of approximately
HK$28.4 million).

Media and Culture

The Group’s movies and TV drama series products and
investments, projects incubated by film directors and related
prepayments amounted to approximately HK$123.3 million as at
31 December 2025, and the followings are some highlights:
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Management Discussion and Analysis

B RR

Media investments and products

Crazy Rich Asians

The movie was invested and released by Warner Bros. Pictures,
co-invested by the Group and directed by director Jon M. Chu
(who has entered into an agreement with the Group), and was
released in August 2018. The film was adapted from a best-
selling novel written by Kevin Kwan under the same title, which
has a solid reader base. The movie stars Constance Wu, Henry
Golding, Michelle Yeoh, and etc. The highly anticipated movie is
the first major film that is not a period piece in Hollywood in two
and a half decades to feature an all ethnically Asian cast.

Greta

The thriller/crime movie is directed by Neil Jordan who won
the Academy Award for Best Original Screenplay and starring
French actress Isabelle Huppert who has been nominated for the
Academy Award for Best Actress. The movie premiered at the
Toronto International Film Festival in September 2018 and was
released in March 2019.

Midway

The Group arranged the investment in the epic drama movie,
directed by the well-known director Roland Emmerich (who
has entered into an agreement with the Group), produced by
Mark Gordon and starring Woody Harrelson, Mandy Moore and
Luke Evans. It started principal photography in 2018 and was
released on 8 November 2019.

Scary Stories to Tell in the Dark

The movie is distributed in US by Lionsgate, co-financed
by CBS Films, eOne, the Group and Rolling Hills and was
released in August 2019. The film is adapted from a bestselling
series of short horror stories, written by Alvin Schwartz under
the same title. It is directed by André Qvredal, produced by
Academy Award Winner Guillermo del Toro, written by Dan
Hageman, Kevin Hageman, and Guillermo del Toro. Starring Zoe
Margaret Colletti, Michael Garza, Gabriel Rush, etc., the movie’s
international distributor is Entertainment One and Sierra/Affinity is
the foreign sales agency of the picture.
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Management Discussion and Analysis

Malignant

Malignant is a 2021 American horror film directed by James Wan
from a screenplay by Akela Cooper, based on a story by Wan,
Ingrid Bisu, and Cooper. The film stars Annabelle Wallis as a
woman who begins to have visions of people being murdered,
only to realize the events are happening in real life. Maddie
Hasson, George Young, Michole Briana White, and Jacqueline
McKenzie also star. Malignant was theatrically released in the
United States on September 10, 2021, by Warner Bros. Pictures
simultaneously streamed on HBO Max for one month. It is
streaming on YouTube, Apple TV, Google Play Movies & TV,
Vudu, Amazon Prime Video, YouTube TV and Hulu now.

Marshall

The movie was obtained by the Group through acquisition.
It is internationally distributed by Sony Pictures Worldwide
Acquisitions Inc., and distributed by Open Road Films, LLC
in North America. The movie is produced by Paula Wagner,
an experienced Hollywood producer, and starring Chadwick
Boseman, the leading actor of “Black Panther”, and Sterling K.
Brown, an Emmy Award winner and the leading actor of “This Is
Us”.
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Management Discussion and Analysis

BEEwm RO

Umma

“‘Umma” is a film that stands out for its fusion of horror with
a poetic and lyrical representation of Asian culture. The film
was distributed by Sony Pictures on March 15, 2022. It was
produced by the renowned horror maestro Sam Raimi, who is
known for his work on the “Spider-Man” series and “The Evil
Dead” series.

PROJECTS INCUBATING BY FILM
DIRECTORS

With the commitment in further diversifying and enhancing
the entertainment business of the Group so as to broaden the
income sources, the Group has engaged 3 film directors.

James Wan, Jon M. Chu and Robert Zemeckis, in relation to the
development and production of motion picture projects, which
enable the Group to tap into the business of film production
and distribution. Reference may be made to the Company’s
announcement dated 20 March 2020 for details of the profile
of some of the projects under development. With respect
to those projects that have not been completed prior to the
terminations or expirations of the development agreements, the
Company and those directors will continue to collaborate on the
development of those projects.

(B
(BRI — MW ENFEMFIERFRAR MIT
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Management Discussion and Analysis

Here are the projects developed under Development/Production
Financing Agreements:

James Wan (9)

BB mR

RIERE RFREHERENERNT !

Malignant, Sentinel, Alien Santa, Golden, Roswell, The Magnificent Theater of

Enchanted Puppet, The Call of Cthulhu, Mass Extinction, Border Patrol

EF1(9)

(E &3 R FE) ~ Sentinel ~ Alien Santa ™ Golden ~ ZZHT 4 ) ~ (ZERE I 5B AU JE LI B ~

(RERBRYIT I ) ~ (RBAB ) ~ (BIRKIE)

Jon M. Chu (6)
De-Sac, Project Human
KIER0)
78 ) ~ Project Human

Robert Zemeckis (2)
HAT o FERTH(2)

Meanwhile, the Group has jointly developed 12 projects with
A-list talents through collaboration, including: The Burden, GMO,
Hunting Season, The Troop, The Devil Came to Saint Louis, The
Monkey, The Fortunate Sons, The Pigeon, In the Shadow of the
Mountain, Down Range, and RIP.

The Group will be able to generate revenue from these projects
and intellectual properties (‘IPs”) through the following ways:
recouping development costs plus a profit; getting producers
fees and backend, investment payback, online distribution,
theatrical releases, IPs licensing, merchandising, web3 and
metaverse monetization.

Media and culture operating results

During the year ended 31 December 2025, the Group’s revenue
generated from media and culture business amounted to
approximately HK$21.9 million (2024: approximately HK$40.4
million), with a gross profit of approximately HK$21.9 million
(2024: approximately HK$40.4 million).

Here and Now and Then, The Godfather, Sophia of Silicon Valley, Human Error, Cul-

Here and Now and Then~ {#X ) ~ Sophia of Silicon Valley ~ Human Error - (@585

The Prisoner in His Palace, Empress Wu
The Prisoner in His Palace~ {Z 28X )

AR AEECBEESFR—GEEXRRNIEI12E
I8 H > 81 The BurdenGMO ~Hunting Season»
The Troop:The Devil Came to Saint Louis~The
Monkey ~ The Fortunate Sons*The Pigeon~In the
Shadow of the Mountain ~» Down Range&RIP ©
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Management Discussion and Analysis

B RR

In recent years, the media business of the world is gradually
rebounding from the impact of the COVID-19 pandemic which
has spread all over the world in the year of 2019 and the strikes
of the Writers Guild of America and Screen Actors Guild-AFTRA
in 2023. Business activities slowed down and some of the film
and TV drama projects being developed by the Group have been
postponed. Delays in distribution, settlement as well as receipt
of income of TV drama and film investments of the Company
significantly and negatively affected the future cash flow
projections regarding these investments, which in turn reduced
the amount of revenue recognized during recent years.

FINANCIAL REVIEW

The Group reported a net profit attributable to owners of the
Company of approximately HK$202.9 million for the year ended
31 December 2025 (2024: net loss attributable to owners of the
Company of approximately HK$28.4 million).

The Board considers that while the turnaround from loss to profit
in the year of 2025 compared to the year of 2024 was mainly
attributable to a one-off net gain on the disposal of subsidiaries
of approximately HK$324.7 million, while such subsidiaries had a
net liability position upon the disposal.

Basic profit per share for the year amounted to approximately
HK$1.68 (2024: basic loss per share of approximately HK$0.29).
Net deficit of the Group were approximately HK$136.1 million
(2024: approximately HK$382.0 million).

FUTURE PLANS AND PROSPECTS

Up to the date of this report, the economic downturn and the
negative prolonged impact of COVID-19 epidemic will be a
mid-to long term issue. The world is gradually rebounding from
the impact and the management reasonably foreseen that the
business activities of the media and culture business of the
Group would resume to a normal level in the long term.

In addition, the strikes of the Writers Guild of America and
Screen Actors Guild-AFTRA in 2023 has adversely affected the
development, production and distribution of feature films and TV
and streaming TV programming in the USA.
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Management Discussion and Analysis

However, as it takes time for the entire business cycle of the
Group to get back on track, it is probable that these negative
impacts may continue to be reflected in the financial results of
Group in the coming year(s).

The Group has been exploring new business opportunities,
including but not limited to satellite business, transportation Al
and smart vehicle networking business and producing short
videos and web series drama, to broaden the Group’s client
and revenue base and increase investment returns to the
shareholders of the Company. Details of the new businesses are
outlined below:

- The Group has cooperated with Mango Media SDN. BHD
to produce two web-series and expects to release one of
the web-series in the first half of 2026;

- In relation to the transportation Al and smart vehicle
networking business, the Company entered into a non-
legally binding letter of intent for a potential acquisition on
20 August 2025. The Company intends to carry out the
potential acquisition of not less than 51% equity interest
in a Shanghai Mission Information Technologies Corp.,
Ltd. The Board believes that the potential acquisition will
enable the Group to embark on entirely new business
development in the fields of transportation artificial
intelligence and smart vehicle networking. Given the rapid
development of transportation Al and rail transit both
nationally and globally, the business has significant growth
potential. Additionally, it will expand the Group’s customer
base and enhance the visibility of the listed company. The
Board believes that if the Potential Acquisition materializes,
it will effectively strengthen the Group’s core competitive
barriers and create strategic pivot and returns for long-
term shareholder value enhancement.
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B RR

- In relation to the satellite business, the Company entered  —
into non-legally binding letters of intent with Sparklinka
Limited (“Sparklinka”) and Beijing Commsat Technology
Development Co., Ltd. (“COMMSAT") respectively
on 10 March 2026. The Group will collaborate with
Sparklinka to research, develop, and manufacture a trial
satellite supporting mobile phone direct connectivity. The
communication tests and technical verification of the trial
satellite will be conducted in the Middle East, Central
Asia, and Southeast Asia. Entering into the Mobile Phone
Direct-to-Satellite Cooperation Intention Agreement allows
the Group and Sparklinka to establish a long-term and
stable strategic partnership, thus to promote collaboration
and development in satellite communication services for
both parties. While the business of COMMSAT involves
customized commercial satellite, constellation core
services, and so on. By leasing its facilities, the Group
will be able to carry out production and manufacture for
its overseas satellite orders acquired, and achieve stable
production management, order fulfillment, and quality
control for the Group’s upcoming satellite communication
business, thereby fostering the long-term development
of the Group in satellite construction and satellite
communication operations. The Board believes that the
Satellite Factory Leasing Strategic Cooperation Intention
Agreement and the Mobile Phone Direct-to-Satellite
Cooperation Intention Agreement will broaden the Group’s
future revenue base and are expected to enhance the
investment returns to shareholders.

With an aim to safeguard returns to the shareholders of the
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at the same time exploring new business opportunities and
making more efforts to explore market opportunities in Mainland
China.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSAL

There is no significant investment held and no material
acquisition and disposal conducted by the Group during the year
that should be notified to the shareholders of the Company.

There was no formal plan authorised by the Board for any
significant investments, material acquisitions or disposals as at
31 December 2025 and up to the date of this report.

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2025 (31 December 2024:
NIL).

LITIGATIONS

Results of Arbitrations

The Board wishes to inform the shareholders and potential
investors of the Company that, as disclosed in note 40(a),
(b) and (c), three arbitration proceedings (the “Arbitrations”)
have been commenced against the Group, all of which relate
to loans and/or investments arranged by a former director of
the Company (the “Former Director”) in connection with the
Group’s investments in the film production business in previous
years (the “Film Investment Business”).

Two of the Arbitrations have been concluded, both with
outcomes unfavourable to the Group. In each case, the relevant
plaintiff (the “Plaintiff’) claimed that it had advanced funds
(the “Advances”) to the Group for the purposes of a fim
investment, namely the movie “Malignant”, notwithstanding that
the underlying loan contracts were entered into between the
Group and an independent third party. Eventually, the Group has
settled with the Plaintiff and has repaid the Advances together
with accrued interest to the Plaintiff. Save for legal costs and
arbitration fees, there was no additional compensation or other
amounts that the arbitral tribunal had ordered the Group to pay.
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Management Discussion and Analysis

BEEwm RO

The amounts which the Group was required to settle with the
Plaintiff were limited to the Advances actually received by the
Group, together with accrued interest thereon, all of which had
been properly recognized in the Group’s consolidated statement
of financial position in prior financial years. With respect to the
third Arbitration which remains ongoing, the Board is of the view
that, even in the worst case scenario, any liability of the Group
would similarly be limited to the amount of the loan advanced by
the relevant plaintiff, together with accrued interest. Accordingly,
the Board considers that there are no other significant
contingent liabilities to the Group arising from the Arbitrations.

In light of the above, the Board has engaged legal advisers
to gather all relevant information regarding the Advances and
other loans arranged by the Former Director in connection
with the Film Investment Business, and to obtain the relevant
documentation, in order to properly protect the interests of the
Group.

The Company will keep its shareholders and potential investors
informed of any further material developments in connection with
the above matters by way of further announcement(s) as and
when required in accordance with the applicable requirements
under the Listing Rules.

CAPITAL STRUCTURE

As at 31 December 2025, the Company’s net deficit was
approximately HK$136.1 million (2024: approximately HK$382.0
million).

LOSS ALLOWANCES OF TRADE
RECEIVABLES AND CONTRACT
ASSETS

The Company had provided for loss allowances on trade
receivables and contract assets of approximately HK$135,000
and HK$10,000 for the year ended 31 December 2025. Details
of the impairment analysis is set out in notes 17 and 19 to this
consolidated financial information.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL
RESOURCES

The Group generally finances its operation by internally
generated cash flow, interest-bearing bank and other borrowings
and equity financing.

As at 31 December 2025, the Group’s bank balances and cash
amounted to approximately HK$13.2 million (2024: HK$38.8
million).

As at 31 December 2025, the current ratio was approximately
0.20 (2024: approximately 0.17) based on current assets of
approximately HK$64.2 million (2024: HK$139.1 million) and
current liabilities of approximately HK$326.3 million (2024:
HK$824.8 million).

Further details regarding the liquidity of the Group are set out
in “going concern assumption” of note 2 of the consolidated
financial statements.

Referring to the sections of “Disclaimer of Opinion”, “Basis
for disclaimer of opinion” and “The Board’s response to the
Auditor’s Opinion”, the Company will continue to strive to
improve its operating results and financial position and provide
further information and communicate with the Company’s
auditors from time to time for their assessment of the going
concern assumption for subsequent financial reporting periods.

While the management would strive to recover the trade
receivables of gross carrying amount of HK$20.8 million as at
31 December 2025 to further improve its financial position, and
procure the possible loan or equity finance where necessary
and in due course, the Company will continue to allocate more
resources to the media and culture segment (e.g. film and TV
series investment and production) which are the Group’s major
growth drivers.
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Fund Raising Activities and Use of Proceeds
Placing of New Shares in May 2025

To support the Group’s general working capital and for
repayment of debt, on 9 May 2025 and 12 May 2025 (after
trading hours), the Company entered into a placing agreement
and supplemental agreement (the “Placing Agreements”) with
Roofer Securities Limited (the “Placing Agent”), pursuant to
which the Placing Agent had conditionally agreed, as agent of
the Company, to procure on a best effort basis not less than
six placees who and whose ultimate beneficial owners shall be
independent third parties to subscribe for up to 19,700,000 new
ordinary shares of HK$0.1 each of the Company (the “Placing
Shares”) at the placing price of HK$0.361 per Placing Share
(the “May 2025 Placing”). The aggregate nominal value of the
Placing Shares is HK$1,970,000.

All the conditions precedent under the Placing Agreement have
been fulfilled and completion of the Placing took place on 2 June
2025. All of the Placing Shares have been successfully placed
by the Placing Agent to not less than six (6) placees who were
independent third parties and are not connected persons and
persons acting in concert of the Company at the placing price of
HK$0.361 per Placing Share. The gross proceeds from the May
2025 Placing were approximately HK$7.1 million, and the net
proceeds, after deducting the placing commission, professional
fees and all related expenses borne by the Company, from
the May 2025 Placing are approximately HK$6.9 million. The
Company intends to use such net proceeds to repay debts and
replenish the working capital of the Group by 2025.
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Management Discussion and Analysis

The following table sets forth the details of the use of the
proceeds from the May 2025 Placing:
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Remaining

balance of

unutilised

Actual amount net proceeds

Actual amount utilised as of as at

available for the date of this the date of this

Intended use of net proceeds utilisation report report
8= RS A
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HK$ million HKS$’ million HKS$ million

HEBT HEAETT BHEET

Repayment of debts BIEER 2.1 2.1 =
General working capital —REEEE 4.8 4.8 -
Total W5 6.9 6.9 -

Please refer to the announcements of the Company dated 9
May 2025, 12 May 2025 and 2 June 2025 for further details
regarding the May 2025 Placing.

Placing of New Shares in July 2025

To support the Group’s general working capital, for repayment of
debt and development of new business opportunities, on 4 July
2025 (after trading hours), the Company entered into a placing
agreement (the “Placing Agreements”) with Roofer Securities
Limited (the “Placing Agent”’), pursuant to which the Placing
Agent had conditionally agreed, as agent of the Company, to
procure on a best effort basis not less than six placees who
and whose ultimate beneficial owners shall be independent third
parties to subscribe for up to 23,600,000 new ordinary shares
of HK$0.1 each of the Company (the “Placing Shares”) at the
placing price of HK$1.69 per Placing Share (the “July 2025
Placing”). The aggregate nominal value of the Placing Shares is
HK$2,360,000.
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All the conditions precedent under the Placing Agreement have
been fulfilled and completion of the Placing took place on 25
July 2025. All of the Placing Shares have been successfully
placed by the Placing Agent to not less than six (6) placees
who were independent third parties and are not connected
persons and persons acting in concert of the Company at the
placing price of HK$1.69 per Placing Share. The gross proceeds
from the July 2025 Placing were approximately HK$39.9
million, and the net proceeds, after deducting the placing
commission, professional fees and all related expenses borne
by the Company, from the July 2025 Placing are approximately
HK$38.7 million. The Company intends to use such net
proceeds to repay debts, develop new business opportunities
and replenish the working capital of the Group by 2026.

REBERFABNE B REEERIEN MEEES

HER - Z_HAFtAZ+HEBTEM -FMERER
PEREKRENRERNEE T A LRANEO)RAEEA
RESBUF=ZHETIFEARTFEALTR—
TAAL BEEERASREERMN1.698IT—
T hFtARESFENAMENRIEMBERL39.98
BET M_ZE_AFtAREFENMEREF
BEHREERE  EXER KA AT RERNFR
BERRAMAX) BB 7TEBBIT AAFHN_F
TRFRRRASRIEFEANREREE R
EGERBRBREEREEES-

The following table sets forth the details of the use of the TR _-_E-_AFtAREETBEMESHREBEBRAR
proceeds from the July 2025 Placing: BIEEE -
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unutilised

Actual amount net proceeds

Actual amount utilised as of as at

available for the date of this the date of this

Intended use of net proceeds utilisation report report
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Total i H 38.7 26.9 11.8

Please refer to the announcements of the Company dated 4 July B _ZE _HAE+tHAEEFENE—THBH H2

2025, 16 July 2025, 24 July 2025 and 25 July 2025 for further
details regarding the July 2025 Placing.
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Management Discussion and Analysis

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

Most of the Group’s assets, liabilities and business transactions
are denominated in Hong Kong dollars, Renminbi and U.S.
dollars which have been relatively stable during the year. The
Group was not exposed to material foreign exchange risk
and has not employed any financial instruments for hedging
purposes.

EMPLOYEES AND REMUNERATION
POLICIES

The Group employed 26 (2024: 20) employees as at 31
December 2025. The Group’s remuneration policies are primarily
based on prevailing market salary levels and the performance of
the respective companies and individuals concerned. Employees
may also be invited to participate in the share option scheme of
the Group.

EVENTS AFTER THE REPORTING
PERIOD

Other than disclosed elsewhere in this announcement, there is
no major event after the reporting period that should be notified
to the shareholders of the Company.
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Corporate Governance Report

TEERERS

CORPORATE GOVERNANCE
PRACTICES

The Company recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interest of shareholders.

The Company has adopted the Corporate Governance Code
(the “Code”) as set out in Appendix C1 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
During the year ended 31 December 2025, the Company
complied with all applicable provisions of the Code for their
respective applicable periods.

Code Provision C.1.6 and F.2.2

Under code provision C.1.6, independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of the
views of the shareholders. Further, under code provision F.2.2,
the chairman of the Board should also invite the respective
chairman of the audit, remuneration, nomination and any other
committees (as appropriate) to attend. In their absence, the
chairman should invite another member of the committee or their
duly appointed delegate, to attend the annual general meeting.

CORPORATE GOVERNANCE
FUNCTIONS

The Board is responsible for the corporate governance
function. During the year ended 31 December 2025, the
Board (i) developed and reviewed the Company’s corporate
governance policies and practices, and made recommendations
to the Board; (ii) reviewed and monitored the training and
continuous professional development of the Directors and senior
management (where applicable); (iii) reviewed and monitored the
Company'’s policies and practices on compliance with legal and
regulatory requirements; and (iv) reviewed and monitored the
compliance of the Model Code, and the Company’s compliance
with the Code and disclosure in this Corporate Governance
Report.
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Corporate Governance Report

THE BOARD

The Board is responsible for the leadership and control of the
Company and oversees the Group’s business strategic decisions
and performances.

As at the date of this report, the Board is comprised of four
Executive Directors, Mr. Jing Xufeng (Chairman), Mr. Luo Lei
(Chief Executive Officer), Ms. Wu Xiaoli and Mr. Hu Fanghui; and
three Independent Non-executive Directors, Mr. Wu Hongliang,
Mr. Niu Zhongjie, and Mr. Xu Zhihao.

The Company complied with Rules 3.10(1) and (2), and Rule
3.10A of the Listing Rules for the year ended 31 December
2025.

The Independent Non-executive Directors of the Company are
persons with academic and professional qualifications in the
fields of accounting and/or appropriate expertise. They provide
strong support towards the effective discharge of the duties and
responsibilities of the Board. Each Independent Non-executive
Director gives an annual confirmation of his independence to
the Company and the Company considers these directors to be
independent under Rule 3.13 of the Listing Rules.
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Regular Board meetings are held at least four times annually and
additional Board meetings are held when the Board considers
appropriate. Notice of regular Board meetings is served to
all the Directors at least 14 days before the meetings. For
other Board meetings and committee meetings, reasonable
notice is generally given. In respect of regular Board meetings
or committee meetings and so far as practicable in all other
cases, meeting papers are sent to the Directors or respective
committee members in a timely manner and at least 3 days
before the intended date of the respective meetings. The
Company Secretary is responsible to take and keep minutes
of all Board meetings and committee meetings, and the final
version of such minutes are open for inspection by any Director.
Details of Directors’ attendance records during the year ended
31 December 2025 are set out below:

THEFEERSFELETORENESTER
HBENRERTHEIEEZE TR - THEFT S
BBENRERBTARVIAREETHES
E-ERHMESREERINEETEH —MREH
HEEBEN BREH ESeNEETEZNG
EX M FEFTA EMIER TR B RITR) SEE X
REFHRZEEME TRV EBFASTHET A
HIRBRAIE L - RRAMEEEFERREMEE
FEEENZETER EHRC HERAHIE
MEEER - HE_T-_AF+HB=+—HILE
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Meetings Attended/Held

HERY/ BTEERH
Anti-money Investment
Audit Nomination ~ Remuneration Executive Laundering Steering
Directors F 11 AGM Board (Note) Committee Committee Committee Committee Committee Committee
RREEAE  EEEMD) BhERE REERE HHESE #TEEE RARHERE REENZEEE
Executive Directors #rES
Mr. Jing Xufeng RMBERE 1 99 00 000 00
M Luo Lei AL o 89 00 00
Mr. Sang Kangajeo (resigned on 27 November 2025) 2EERL 1! m 1N 1 00 00
(RZBZRE+-R_+tARE
Ms. Wu Xiaol Byt 1 99 1 00
Mr. Hu Fanghui HhgRE 1 99 1
Independent Non-executive Directors BikaTES
Mr. Wu Hongliang SERRE 01 99 44 20 22
Mr. Niu Zhongjie 4ERRE 1N 99 414 22 22 0/0 00
Mr. Xu Zniheo HEERE 1 99 44 2% 2% 00
Note: During the year ended 31 December 2025, the Chairman and [zt #@E T _HH&+_B=+—HIEFER > £FEM

the Independent Non-executive Directors met at least once
without the presence of the other executive Directors and the
management.

Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and initiatives adopted by the board
of Directors, implementation of adequate systems of internal
controls and risk management procedures, and compliance with
relevant statutory requirements, rules and regulations.
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The Board and each Director also have separate and
independent access to management where necessary to obtain
adequate information to enable it to make informed decisions.

Every Director has the liberty to seek independent professional
advice at the Company’s expense if so reasonably required.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Non-executive Directors of the Company, including Independent
Non-executive Directors, are appointed for terms of one year or
three years. In addition, all Directors are subject to retirement by
rotation and re-election at the annual general meeting pursuant
to the Bye-laws of the Company.

According to the Company’s Bye-laws, Directors appointed to fill
casual vacancies shall hold office until the next following general
meeting and can be eligible for re-appointment at that time.

CONTINUOUS PROFESSIONAL
DEVELOPMENT OF THE DIRECTORS

The Directors are continually encouraged to update themselves
with legal and regulatory developments, and the business
and market changes to facilitate the discharge of their
responsibilities.

All Directors are requested to provide the Company with their
respective training records pursuant to the Code. The Directors
confirmed that they have complied with code provision C.1.4 of
the Code on Director’s training.

During the year, the Directors have confirmed their participation
in appropriate continuous professional development activities by
ways of attending seminars or self-reading.
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DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting the
Model Code for Securities Transactions by Directors of Listed
Issuers in Appendix C3 to the Listing Rules. Having made
specific enquiry of all Directors, the Directors have complied with
such code of conduct and the required standard of dealings
and its code of conduct regarding securities transactions by the
Directors throughout the year ended 31 December 2025.

NOMINATION COMMITTEE

The Nomination Committee was established on 28 March
2012. As at the date of this report, members of the Nomination
Committee included one Executive Director, Ms. Wu Xiaoli, and
three Independent Non-executive Directors, Mr. Wu Hongliang,
Mr. Niu Zhongjie and Mr. Xu Zhihao. The Nomination Committee
is currently chaired by Ms. Wu Xiaoli. The full version of the terms
of reference of the Nomination Committee is available on the
Stock Exchange’s website and the Company’s website.

Its primary objectives include reviewing the structure, size and
composition of the Board under diversified perspectives set out
in the Board Diversity Policy, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of services, identifying
individuals suitably qualified to become Board members,
assessing the independence of independent non-executive
Directors, making recommendations to the Board on relevant
matters relating to the appointment or re-appointment of
Directors and review the Board Diversity Policy, as appropriate.

The Company has formulated the nomination policy, and factors
which would be used as reference by the Nomination Committee
in assessing the suitability of a proposed candidate for director
include, inter alia, professional qualifications, skills, knowledge
and experience that are relevant to the Company’s business
and corporate strategy, willingness to devote adequate time to
discharge duties as Board member, diversity of the Board, and
such other perspectives appropriate to the Company’s business.

The Nomination Committee held two meetings during the year
ended 31 December 2025.
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BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy which aims
to set out the approach to achieve diversity on the Board. The
Company aims to build and maintain a Board with a diversity of
Directors, in terms of skills, experience, knowledge, expertise,
culture, independence, age and gender appropriate for the
requirements of the business development of the Group.

Pursuant to Rule 13.92 of the Listing Rules, the Stock Exchange
will not consider diversity to be achieved for a single gender
board. During the year ended 31 December 2025, Ms. Wu
Xiaoli acted as the female Director. As at the date of this report,
the Board comprises seven Directors, including one female.
There are three independent non-executive Directors on the
Board, which help promote critical review and control of the
management process. Based on the foregoing, the Nomination
Committee considers that the current Board is sufficiently
diversified in terms of its gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service.

The Company values gender diversity across all levels of
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the Group. The following table sets out the gender ratio in ZHEEES (IFESSASHEERE WER))
the workforce of the Group, including the Board and senior  Z<¥R& HERRYMERIEEH ¢
management (where applicable) as at the date of this report:
Female Male
2% Bk
Board ==y 1 6
(14.3) (85.7)
Employees (== 7 12
(36.8) 63.2)
Total #ast 8 18
(30.8) (69.2)
The Board had targeted to achieve and had achieved at least ZEZEHERTEEZ TERBEE_Z_A&+_"4H

one female Directors and 20% of female employees of the Group
during the year ended 31 December 2025 and considers that
the above current gender diversity is satisfactory. The Board
will endeavour to maintain at least female representation on
the Board and take opportunities to increase the proportion of
female members over time as and when suitable candidates are
identified.

The Company has been taking, and will continue to take steps
to promote gender diversity at the Board and management
levels. To achieve diversity at workforce level, the Group has set
out the following targets and policies:
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(@ the Group is committed to providing career development
opportunities to its female staff. Since Listing, the Group
has deployed resources in training senior female staff who
have long and relevant experience in the Group’s business,
including but not limited to accounting and finance,
operation and research and development. The Directors
believe that this policy could develop a pipeline of potential
successor and provide required manpower resources to
achieve gender diversity in the Board.

(b) the Group has put in place appropriate recruitment and
selection practices such that a diverse range of candidates
are considered.

During the year ended 31 December 2025, the Board was
satisfied with the implementation and effectiveness of the board
diversity policy, was not aware of any mitigating factors or
circumstances which make achieving gender diversity across
the workforce (including senior management, where applicable)
more challenging or less relevant.

REMUNERATION COMMITTEE

Under the code provision E.1.2, the Company should establish
a remuneration committee (the “Remuneration Committee”)
with specific written terms of reference which deal clearly
with its authority and duties. The full version of the terms of
reference of the Remuneration Committee is available on the
Stock Exchange’s website and the Company’s website. The
roles and functions of the Remuneration Committee include
the determination of the specific remuneration packages of all
executive Directors and senior management (where applicable)
of the Company, including benefits in kind, pension rights and
compensation payments, such as any compensation payable
for loss or termination of their office or appointment, and make
recommendations to the board of the remuneration of non-
executive Directors.

As at the date of this report, members of the Remuneration
Committee included one Executive Director, Mr. Hu Fanghui,
and three Independent Non-executive Directors, Mr. Wu
Hongliang, Mr. Niu Zhongjie and Mr. Xu Zhiao. The Remuneration
Committee is currently chaired by Mr. Xu Zhihao.
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Two meetings of the Remuneration Committee were held in
2025 to discuss remuneration related matters.

The primary duties of the Remuneration Committee are:

° to make recommendations to the Board on policies
and structure for remuneration of Directors and senior
management and on the establishment of a formal and
transparent procedure for developing policy on such
remuneration; and

° to determine with delegated responsibility, the
remuneration packages for executive Directors and senior
management, and to make recommendations to the Board
on the remuneration of non-executive Directors.

The Remuneration Committee has considered and reviewed
the existing terms of employment contracts of the executive
Directors and appointment letters of the non-executive
Directors with reference to the factors including salaries paid
by comparable companies, performance of the Directors, time
commitment and responsibilities of the Directors, employment
conditions elsewhere in the Company and desirability of
performance-based remuneration. The Remuneration Committee
considers that the existing terms of employment contracts of the
executive Directors and appointment letters of the non-executive
Directors are fair and reasonable. Details of the emoluments of
the Directors are set out in note 8 of this report.

AUDITOR’S REMUNERATION

The Company’s external auditors are Moore CPA Limited (the
“‘Auditors”). The audit committee of the Group (the “Audit
Committee”) is responsible for considering the appointment
of the external auditors and reviewing any non-audit functions
performed by the external auditors, including whether such non-
audit functions could lead to any potential material adverse
effect on the Group. For the year ended 31 December 2025,
the remunerations paid/payable to Moore CPA Limited, the
Company’s auditor, is as below:
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Audit services Z RS 1,280
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AUDIT COMMITTEE

As required by Rule 3.21 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. The full version
of the terms of reference of the Audit Committee is available
on the Stock Exchange’s website and the Company’s website.
Its principal duties are to review and supervise the Group’s
financial reporting process, risk management and internal
control systems. As at the date of this report, members of the
Audit Committee included: three Independent Non-executive
Directors, Mr. Wu Hongliang, Mr. Niu Zhongjie and Mr. Xu
Zhihao. The Audit Committee is currently chaired by Mr. Niu
Zhongjie.

The Audit Committee held four meetings during the year ended
31 December 2025.

The primary responsibilities of the Audit Committee are:

° to provide the Directors with an independent review of
the effectiveness of the financial reporting process internal
control and risk management system of the Group;

° to oversee the audit process;

° to ensure the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Group’s accounting, financial reporting functions, as well
as those relating to the Group’s ESG performance and
reporting;

° to review the changes, since the last annual review, in
the nature and extent of significant risks (including ESG
risks), and the issuer’s ability to respond to changes in its
business and the external environment;

o to review the scope and quality of management’s ongoing
monitoring of risks (including ESG risks) and of the internal
control systems, and the work of its internal audit function
and other assurance providers;

° to review the extent and frequency of communication of
monitoring results to the board (or board committee(s))
which enables it to assess control of the Group and the
effectiveness of risk management;
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° to review significant control failings or weaknesses that
have been identified during the period, and the extent
to which they have resulted in unforeseen outcomes or
contingencies that have had, could have had, or may in
the future have, a material impact on the Group’s financial
performance or condition;

° to review the effectiveness of the Group’s processes for
financial reporting and compliance of the Listing Rules; and

° to perform other duties and responsibilities as assigned by
the Directors

During the year ended 31 December 2025, the Audit Committee
has reviewed the unaudited consolidated financial statements
of the Group for the six months ended 30 June 2025 and
the audited consolidated financial statements of the Group
for the year ended 31 December 2024 and has met with the
independent auditor. The Audit Committee has also discussed
matters with respect to the accounting policies and practices
adopted by the Company and internal control with management.
The Audit Committee reviewed the Company’s policies and
practices on corporate governance. The Audit Committee has
conducted review of the risk management and internal control
systems, and the effectiveness of the issuer’s internal audit
function. The Audit Committee is satisfied with the adequacy
and effectiveness of such systems for the year ended 31
December 2025.

The Audit Committee has discussed with the Auditors on the
accounting principles and practices adopted by the Group
and the consolidated results of the Group for the year ended
31 December 2025, and is of the opinion that the preparation of
the consolidated results complied with the applicable accounting
standards, the Listing Rules and legal requirements, and that
adequate disclosures have been made.

The Audit Committee considered that the existing terms in
relation to the appointment of the Group’s external auditors are
fair and reasonable.

For the year ended 31 December 2025, the Board had no
disagreement with the Audit Committee’s view on the selection,
appointment, resignation or dismissal of the external auditor.
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ANTI-MONEY LAUNDERING
COMMITTEE

An Anti-money Laundering Committee was established
on 12 February 2015. At the date of this report, members
of the Anti-money Laundering Committee included two
executive Directors, Mr. Jing Xufeng and Mr. Luo Lei, and one
Independent Non-executive Director, Mr. Niu Zhongjie. The
Anti-money Laundering Committee is currently chaired by
Mr. Luo Lei. The Committee is responsible for reviewing the
Company’s anti-money laundering policy and procedures and
making recommendations on any proposed changes to the
Board, monitoring the implementation and compliance with
the Company’s standard operation procedures for anti-money
laundering and reviewing such policy, as appropriate, and
making recommendations on any revisions that may be required
to the Board.

EXECUTIVE COMMITTEE

An Executive Committee was established on 13 April 2018. At
the date of this report, members of the Executive Committee
included three executive Directors, Mr. Jing Xufeng, Mr. Luo Lei
and Ms. Wu Xiaoli. The Executive Committee is currently chaired
by Mr. Luo Lei. The Committee is responsible for monitoring the
day-to-day operation of the Company and any of the Company’s
subsidiaries (“Subsidiary”) from time to time and should be
reported to the Board.

INVESTMENT STEERING COMMITTEE

An Investment Steering Committee was established in June
2010. At the date of this report, members of the Investment
Steering Committee included one executive Directors, Mr. Jing
Xufeng, and two independent non-executive Directors, Mr. Niu
Zhongjie and Mr. Xu Zhihao. The Investment Steering Committee
is currently chaired by Mr. Jing Xufeng. The Committee is
responsible for the consideration, recommendation of potential
investment projects. Ad-hoc meetings will be held when
potential projects are identified. During the meeting, they will
review individual project’s position and action to be taken if
necessary, and to recommend to the board for consideration
and approval.
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DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the Auditors to the shareholders of the
Company are set out on pages 85 to 86 of this report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibility for maintaining an adequate
risk management and internal control system and for reviewing
its effectiveness on an annual basis, in respect of controls on
financial, operational, compliance and risk management, to
safeguard shareholders’ interest and the Group’s assets.

The risk management and internal control system are designed
to provide reasonable, but not absolute, assurance. The system
aims to eliminate, or otherwise manage, risks of failure in
achieving the Company’s objectives.

Main features of the risk management and
internal control system

The objectives of the risk management and internal control
framework of the Group include:

° to enhance corporate governance standards;

° to continuously establish and improve the company-wide
and top-down approach risk management and internal
control system;

° to strengthen the Group’s risk management and internal
control in compliance with the Main Board Listing Rules
requirements; and

° to address on-going changes and challenges and reduce
uncertainties.
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Three-Line defense risk management model

The Group has used a three-line defense risk management
model to identify, assess, mitigate and manage risks. At the
first line of defense, operational departments are responsible for
identifying, assessing and monitoring risks associated with each
business. The management, as the second line of defense, sets
out policies and procedures, defines management structure, and
provide guidance on risk management. It ensures that risks are
within the acceptable range and that the first line of defense is
effective. As the third line of defense, the Audit Committee, with
the assistance of the Group’s internal audit department, ensures
that the first and second lines of defense are effective through
on-going assessment of the adequacy and effectiveness of
the Group’s risk management and internal control system. The
Board, with the assistance of the Audit Committee, oversees
and reviews the Group’s risk management and internal control
systems over its business operations annually and on an
ongoing basis.

Process Used to Identify, Evaluate and Manage Significant Risks

The processes used to identify, evaluate and manage significant
risks by the Group are summarised as follows:
Identification

° Identifies risks that may affect the Group’s businesses.

Assessment
o Assesses the risks identified by using the assessment

baseline developed by the management; and

° Considers the impact on the business and the likelihood of
their occurrence.

Responding

° Prioritises the risks by comparing the results of the risk

assessment; and

° Determines the risk management strategies and internal
control processes to prevent, avoid or mitigate the risks.
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Monitoring and Reporting

° Performs ongoing and periodic monitoring of the risk and
ensures that appropriate internal control processes are in
place; and

° Reports the results of risk monitoring to the management
and the Board regularly.

With the assistance of the Group’s internal audit department
for implementation of risk management framework and
the processes above to review the effectiveness of the risk
management and internal control systems and to resolve
material internal control defects, management promptly identifies
risks, evaluates the likelihood and impact of risks, assesses
the adequacy of action plans to manage these risks and
monitor and evaluate the effectiveness of the actions plans. A
risk register is prepared to summarise the identified key risks,
the assessment of risk and related risk mitigating actions and
tabled for discussion by the Audit Committee, and for reporting
to the Board through the Audit Committee members. The
risk register summary facilitates the Board in reviewing the
changes in the nature and extent of significant risks, the Group’s
ability to respond to changes in its business and the external
environment, as well the scope and quality of management’s
ongoing risk monitoring and related mitigating internal control
measures.

Internal Control

The Group’s internal audit function is performed by an internal
audit team. The team plays an important part in the assessment
of the effectiveness of the internal control systems of the
Group and reports directly to the Audit Committee on a regular
basis. The Board, with the assistance of the Audit Committee,
oversees and reviews the Group’s risk management and internal
control systems over its business operations annually and on
an ongoing basis. The team conducts internal audit reviews
on material controls in financial, operational and compliance
with policies and procedures of the Group. Plans and tools
for corrective actions and control improvement are identified
and communicated with operations management to address
any issues or deficiencies identified. The team monitors the
implementation of remediation plans and actions by the
operations management and reports the outcome to the Audit
Committee.
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The Board has reviewed and, with the concurrence of the Audit
Committee, is satisfied with the adequacy and effectiveness of
the Group’s risk management and internal control systems in
addressing financial, operational and compliance risks as at 31
December 2025.

Material uncertainties relating to events or
conditions that may cast significant doubt on
the Company’s ability to continue as a going
concern

Disclaimer of Opinion

The Auditors do not express an opinion on the consolidated
financial statements of the Group. Because of the significance
of the matter described in the “Basis for Disclaimer of Opinion”
section of our report, the Auditors have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an
audit opinion on these consolidated financial statements. In
all other respects, in our opinion, the consolidated financial
statements have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies
Ordinance.

Basis for Disclaimer of Opinion

Scope Limitation Relating to the Going Concern
Basis of Preparing the Consolidated Financial
Statements

The Group recorded net current liabilities and net deficit of
approximately HK$262,078,000 and HK$136,103,000 as at 31
December 2025. As at the same date, the Group’s total interest-
bearing borrowings and film investment loans, derivative financial
liabilities and financial liabilities at fair value through profit or
loss amounted to approximately HK$263,206,000 in total,
while the Group’s cash and cash equivalents only amounted to
approximately HK$13,220,000.
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As at 31 December 2025, the Group defaulted on repayment
of certain principal and interest for interest-bearing borrowings
and film investment loans, derivative financial liabilities and
financial liabilities at fair value through profit or loss amounting
to approximately HK$150,484,000, HK$25,658,000 and
HK$67,349,000, respectively. As at 31 December 2025, the
other principal and interest for interest-bearing borrowings
and film investment loans, derivative financial liabilities and
financial liabilities at fair value through profit or loss amounting
to approximately HK$15,570,000, HK$1,345,000 and
HK$2,800,000, respectively, which were not defaulted and
repayable within one year.

These conditions, described above indicate the existence of
material uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern, and therefore, it
may be unable to realise its assets and discharge its liabilities in
the normal course of business.

The consolidated financial statements have been prepared
on a going concern basis on the bases and assumptions that
the plans and measures would be successfully implemented,
including but not limited to the Group is able to obtain renewal
and/or extension for repayments for the overdue borrowings.

However, no written contractual agreement or confirmation from
the lenders to grant extension of repayment, are available to the
Group. In these circumstances, we are unable to obtain sufficient
appropriate audit evidence to satisfy ourselves that the use of
the going concern basis for preparing the consolidated financial
statements is appropriate.

Should the Group fail to achieve the above-mentioned plans and
measures, it might not be able to continue to operate as a going
concern, and adjustments would have to be made to write down
the carrying values of the Group’s assets to their recoverable
amounts and to reclassify non-current assets to current assets.
The effects of these adjustments have not been reflected in the
consolidated financial statements.

The possible effects on the consolidated financial statements of
undetected misstatements, if any, could be both material and
pervasive.
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The Board’s response to the basis for
disclaimer of opinion

The Group has been actively negotiating with lenders for
re-financing and/or extension of repayments of overdue
borrowings. At the material time of preparation of the Cashflow
Forecast and up to the date hereof, the Group was still in the
course of negotiating with the lenders and could not provide
lenders’ consents on the re-financing or extension of repayments
of overdue borrowings as requested by the Auditors.

At the same time, the Group is exploring new financing
opportunities such as share subscription and sales of partial of
the film’s interests. These financing opportunities are still under
internal discussion stage and so no detailed plan/evidence could
be provided to the Auditors at this stage.

The Group expected that new business would commence in
2026 generating new sources of income. At the material time
of preparation of the Cashflow Forecast, the Group is still
discussing with the potential business partners on certain terms
and conditions, and thus, certain of these business cooperation
agreements or memorandums of understanding has yet to be
entered into. Consequently, no evidence is provided to prove the
validity of new sources of income as requested by the Auditors.

Management’s position

The Directors considered that the assumption of deferred
repayment on borrowings and loans during the Forecasted
Period is valid, as during the discussion of the existing interest-
bearing borrowings and film investment loans, the lenders
showed willingness not to demand an immediate repayment
of the existing loans and borrowings within a reasonable time
after taking into consideration (i) the long-term business plans
and timeline presented to the lenders, and (i) the Group’s
proactiveness to reach out to the lenders and discuss the
follow-up repayment plans. On the other hand, the Auditors
considered that unless written agreement(s) was signed, all the
interest-bearing borrowings and film investment loans should be
repayable based on the contractual repayment date and shall be
taken into consideration in the preparation of Cashflow Forecast.
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The Group considered that the assumption on new sources of
income during the Forecast Period is valid as the new business
under the letters of intent of the satellite business are expected
to commence in 2026 based on mutual understanding and
communication between the parties. Further, material terms,
such as the scope of works and terms of lease period, had
been verbally agreed with the counterparties and therefore the
revenue and corresponding cash inflows based on the agreed
time-frame had been incorporated in the Cashflow Forecast. The
Auditors, on the other hand, considered that such income could
not be justified in the preparation of Cashflow Forecast as there
is no signed legally binding agreement which could evidence the
existence and validity of the new sources of income.

Audit Committee’s view

The Audit Committee has reviewed and agreed with the
Disclaimer Opinion as the management could not provide
sufficient appropriate audit evidence underpinning the Cashflow
Forecast to the Auditors. Members of the Audit Committee
discussed with the management prior to the issue of annual
results announcement for the year ended 31 December
2025 to understand and enquire the basis to prepare the
consolidated financial statement on a going concern basis and
the Company’s proposal to address the Disclaimer Opinion. The
Audit Committee noted that the Group has undertaken or in the
progress of implementing the Measures to improve its liquidity
position.

The Audit Committee also discussed with the Auditors to
understand the reasons that trigger their issuance of Disclaimer
Opinion. After discussing separately with the management of
the Group and the Auditors, and with careful consideration, the
Audit Committee agreed with the management’s position and
judgements on substantial judgmental areas.

The Audit Committee is of the view that as at the date of this
report, it is not aware of any indication that any of the Measures
cannot be completed. With reference to the Cashflow Forecast
which is prepared upon the assumption that the Measures will
be successfully implemented, the Board is of the view that the
Group will have sufficient working capital to meet its financial
obligations as and when they fall due in the next eighteen
months from the date of approval for the consolidated financial
statements for the year ended 31 December 2025. The Audit
Committee is of the view that the management should continue
its best efforts in implementing the Measures with the intention
of mitigating the Group’s liquidity pressure and removing the
disclaimer opinion in the next financial year.
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WHISTLEBLOWING POLICY

The Audit Committee also ensures that proper whistleblowing
policy is in place so that employees can report any concerns,
including misconduct, impropriety or fraud in financial reporting
matters and accounting practices, in confidence and without
fear of recrimination, for a fair and independent investigation
and the appropriate follow-up action. Employees can report
these concerns to either the Group internal audit department
or chairman of the Audit Committee. The identity of the
whistleblower will be treated with the strictest confidence.

In 2025, no incidents of fraud or misconduct were reported
from employees, Shareholders or stakeholders that had a
material effect on the Company’s financial statements or overall
operations.

INSIDE INFORMATION

The Board ensures the inside information is kept strictly
confidential until the relevant announcement is made. An
employee who becomes aware of a matter or event that he/
she considers to be material or inside information shall report to
his/her division/department head who will assess the sensitivity
of the relevant information and, if considered appropriate,
escalate and report to the Board and/or the company secretary
of the Company. There is no significant areas which need to be
brought to the attention of the Shareholders.

COMPANY SECRETARY

The company secretary of the Company is Mr. Ho Chun
Sing. The Company Secretary is a full time employee of the
Company and reports to the chairman of the Board and the
chief executive. The appointment and removal of the Company
Secretary are subject to the approval of the Board. All Directors
have access to the advice and services of the Company
Secretary to ensure that Board procedures, and all applicable
law, rules and regulations, are followed. During the year ended
31 December 2025, Mr. Ho has received no less than 15 hours
of relevant professional training as required under Rule 3.29 of
the Listing Rules to refresh his skills and knowledge.
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SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

Shareholders holding not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings can send a written request to the Board or the
Secretary of the Company to request a Special General Meeting
(“SGM”).

The written request should be deposited at the principal place
of business of the Company in Hong Kong at Room 406, 4/F,
Far East Finance Center, 16 Harcourt Road, Hong Kong, for the
attention of the Company Secretary.

The written request must state the resolution(s), accompanied by
a statement of the matters referred in the proposed resolution(s)
and signed by the shareholder(s) concerned.

The request will be verified with the Company’s share registrar
and upon its confirmation that the request is proper and in order,
the Company will convene a SGM within twenty-one (21) days of
the deposit of the request. The actual SGM shall be held within
two (2) months after the deposit of the written request.

Putting Forward Proposals at Shareholders’
Meeting

The procedures for shareholder(s) to put forward proposals at
SGM include a written notice of those proposals being submitted
by the shareholder(s) of the Company, addressed to the Board
or the Company Secretary at the principal place of business of
the Company in Hong Kong at Room 406, 4/F, Far East Finance
Center, 16 Harcourt Road, Hong Kong.

Procedures for nomination of Directors for
election

The procedures for shareholders to propose a person for
election as a Director are available on the Company’s website at
www.zskj.com.hk.
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Procedures for sending enquiries to the Board

Any Shareholder(s) who wish to raise enquiries concerning the
Company to the Board may deliver their written enquiry(ies) to
the principal place of business of the Company in Hong Kong
at the address at Room 406, 4/F, Far East Finance Center, 16
Harcourt Road, Hong Kong, for the attention of the chairman
of the Board and the Company Secretary. Upon receipt of the
enquiries, the Company would reply as soon as possible.

DIVIDEND POLICY

Smart Digital Technology Group Limited (the “Company’,
together with its subsidiaries, the “Group”) in general meeting
may from time to time declare dividends in any currency to be
paid to the shareholders of the Company (the “Shareholders”)
but no dividend shall be declared in excess of the amount
recommended by the board of directors of the Company (the
“Board”) and the Board may from time to time pay to the
Shareholders such interim dividends as appear to the Board to
be justified by the profits of the Company, in accordance with
the provision of the memorandum of association and Bye-laws
of the Company (the “Bye-Laws”) and the Companies Act 1981
of Bermuda (as amended from time to time) (the “Companies
Act’).

In accordance with the applicable requirements of the Bye-
Laws and the Companies Act, the Company shall not declare or
pay a dividend, or make a distribution out of profits available for
distribution if:

(@ it would render the Company unable to pay its liabilities as
they become due; or

(b)  the realisable value of the Company'’s assets would thereby
become less than its liabilities.

In addition to cash, dividends may be distributed in the form of
shares. The Board may further resolve that such dividend be
satisfied wholly or in part by the distribution of specific assets
of any kind and in particular of paid up shares, debentures or
warrants to subscribe securities of the Company or any other
company, or in any one or more of such ways, and where any
difficulty arises in regard to the distribution the Board may settle
the same as it thinks expedient.

AEFEFLEANER
EAEBRAADNESGREEH I RRAH
AATEETEEEME (it AT BERE 163
ERERMTOMBI06E) EXBESH > LEHK
HEAAEEEETERADUE - RRBEHE &
ATHERROE -

Az B R

BERAABEREEANAR LB MA (TAEMHE)
RBRE-NAN—F28% ETEE:) (TAH
D) RE BEHNEERARAR (FAF) &
FHEMB AR GRE SEE) I TRIRRAE L
UEMEEREABRE (TRRER)) IKMRE > HIit
EREFEBBELADESRE (EFH)) EHEE K
W MEFEUEREARQR G ERSETEN
BRTRARRRAEIKGTHES -

RIBFARMARRBZNBERRE £ TIER
T ARBAFLUAM IR BRI S
EH DK

@ RERNAATEZIEBIRES X
b) FADEENIJEREEFEAMEBERE&AR

BRI RETAURNDEA DK -EFE R #E
— T ERRUDIKAEANENNIEEEEN TN
E2EHEDKRE R BUBERMRB KRN -~ FE#
RN RBARTDREMEM AT TSR RAE
RREA-—ERETESNRE MOEDKLEE
RS EFGUUHERBBENSNER

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025



Corporate Governance Report

In respect of any dividend that the Board or the Company, in
a general meeting, has resolved to be paid or declared on any
class of the share capital of the Company, the Board may further
resolve either:

(@  that such dividend be satisfied wholly or in part in the form
of an allotment of shares credited as fully paid up, provided
that the Shareholders entitled thereto will be entitled to
elect to receive such dividend (or part thereof if the Board
so determines) in cash in lieu of such allotment; or

that the Shareholders entitled to such dividend shall be
entitled to elect to receive an allotment of shares credited
as fully paid up in lieu of the whole or such part of the
dividend as the Board may think fit.

The declaration of dividends is subject to the discretion of the
Board, which will take into account, inter alia, the following
factors when considering the payment or declaration of
dividends:

(@) the Group’s actual and expected operations, financial
performance and conditions and liquidity position;

(o)  the Shareholder’s interests;

(c) the retained earnings and distributable reserves of the
Company and each of the members of the Group;

(d) any restrictions on payment of dividends that may be
imposed by the Group’s lenders;

(e) the Group’s expected working capital requirements and

future expansion plans;
()  statutory and regulatory restrictions;

general economic conditions and other internal or external
factors that may have any impact on the business or
financial performance and position of the Company; and
(h)  any other factors that the Board deems appropriate.

The Board endeavours to maintain a balance between meeting
Shareholders’ expectations and prudent capital management
with a sustainable dividend policy. The Board will continue to
review the dividend policy and reserve the right in its sole and
absolute discretion to update, amend and/or modify the dividend
policy from time to time, and the dividend policy shall in no way
constitute an assurance or a legally binding commitment by
the Company in respect of its future dividend and/or in no way
obligate the Company to declare a dividend in any particular
amount for any given period.
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TEERERS

AMENDMENTS TO CONSTITUTIONAL
DOCUMENT

During the year ended 31 December 2025, there were no
changes to the Company’s constitutional document.

COMMUNICATION WITH SHAREHOLDERS

The Company discloses relevant information to shareholders
through the Company’s annual report and financial statements,
the interim report, as well as the AGM. The AGM allows the
Directors to meet and communicate with shareholders. The
Board believes that such an established mechanism can ensure
independent views and input from the shareholders are available
to the Board.

To further promote effective communication, the corporate
website is maintained to disseminate Company announcements
and other relevant financial and non-financial information
electronically on a timely basis.

The Company has reviewed the implementation and
effectiveness of the shareholders’ communication policy from
time to time. Having considered the multiple channels of
communication and engagement in place, the Board is satisfied
that the shareholders’ communication policy has been properly
implemented during 2025 and is effective.

The Board considers that each independent non-executive
Director brings his own level of experience and expertise to
the effective functioning of the Board. The Board seeks the
development of an effective working environment for the
executive and independent non-executive Directors so as to
improve the quality of the decisions made by the Board without
constraining the independent views of the independent non-
executive Directors. Regular Board meetings were held during
the year with open discussion between the executive Directors
and the independent non-executive Directors so as to enhance
mutual understanding and effective working relationships. The
Group has established mechanism to ensure independent views
and input are available to the board.
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EXECUTIVE DIRECTORS

Mr. Jing Xufeng (“Mr. Jing”), aged 55, has been appointed
as an independent non-executive Director on 12 May 2021
and redesignated as an executive Director on 2 March 2023.
Mr. Jing has years of experience in the fields of news media,
audiovisual, culture media and investment management. From
July 1994 to May 2010, he served in Xinhua News Agency (¥t
#E1t) as the reporter of Jiangsu Branch, director of television
news centre* (BBR#F B 90, director of news and information
centre* (] {E B # 0y, assistant to director of Xinhua News
Agency Audio News Editorial Department* (21t & &3 B4R
$53F) as well as person-in-charge and director of Xinhua News
Agency Audio News Desk* (MrZE#E & ). From October
2008 to October 2013, he served as the director of the China
Audiovideo and Digital Publishing Association (41 [E & & &
HFHIRE) . Subsequently, he held various management
positions in different companies, including serving as the director
of 360 Enterprise Security Technology (Beijing) Group Co., Ltd.
(360 EZ 2T ER) £EBRAF) from October 2017
to December 2018, the chairman of Tengyue Culture Media
(Beijing) Group Co., Ltd. (BBREEEE b5 £EEBRAE)
from September 2016 to December 2020, the executive director
of Beijing Jinhui Graham Investment Limited Gt R & ESIREE
E B EAF)from April 2019 to December 2020, the chairman
and manager of Tianjin Tengyue Tianxia Culture and Technology
Co., Ltd* (RZERXTXERHEBR AR since June 2017,
the vice chairman of Zhongan Huixin Investment Management
Co., Ltd. (FZEFKEEIEFRAE)since July 2017, the
director of Moer Xingling (Beijing) Network Technology Co.,
Lid* (EBEE (bR AEREBRAE) since September
2017, the director of Zhejiang Talent Television & Film Co.,
Ltd. G IEEERRMDERLXE), a company listed on
the Shenzhen Stock Exchange with stock code 300426,
since May 2019 and the independent director of CITIC Press
Corporation (FAEHAREERMDERAE), a company listed
on the Shenzhen Stock Exchange with stock code 300788,
since September 2016.

Mr. Jing graduated from Yangzhou University majoring in
Chinese Language and Literature in June 1994.

Directors’ Profiles
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Mr. HU Fanghui (“Mr. HU”), aged 60, joined the Group in
October 2021 as a managing director of the Group focusing on
the Group’s business development, government relations and
capital markets. He is also currently serving as the chairman of
the board of China Science IntelliCloud Technology Co., Ltd. (77
REEREFEARAT)and is responsible for the company’s
strategy planning, public relations and investments. From
2010 to 2018, he served as the vice president of Chia Tai
Group (IEXEME) and the vice chairman and chief executive
officer of CP Modern Living Group (IE A ¥4 5& & E) which
he was responsible for real estate development, investments
and general management of the group, the Belt and Road
Initiative investment cooperation, government relations, and
investment cooperation with large Chinese enterprises. From
2015 to 2020, Mr. HU served as the president of % BIF]&EH
(Jinkaili Group™) and was responsible for real estate development
and management, investments, and business operation
management.

Mr. HU received his Bachelor’s degree in Management from 155
3@ AE (Beijing Jiaotong University*).

Mr. Luo Lei (“Mr. Luo”), aged 56, is a television and film
director and producer. A graduate of the prestigious Directing
Program of Beijing Film Academy and a member of the
Producers Guild of America, Peter has been involved in film and
television productions for decades. Peter produces powerful,
innovative and diverse visual narratives that sit at the intersection
of prestige and wide commercial appeal, like & &\ 78 “Marshall",
W& &4 “Crazy Rich Asians”, R 5 “Midway”, 2SR
= “Scary Stories to Tell in the Dark”, E 2 2 “Wuhan Wuhan”,
HenRLE “Malignant”, F#% “Umma” and so on. Peter also
worked as an executive producer, director, screenwriter, and
showrunner, making many critically acclaimed and highly-rated
film and television programs, starting in 2001. These include:
BEMSCIRIERE “Love in Sunshine”, which was the first TV
drama in China that finished the whole production outside the
country; EE1ER “Blooming Hibiscus,” which was the first
TV drama with a city marketing plan in China; the TV series
BIRE2EZ “Plainclothes Policeman,” which was broadcast on
CCTV-1, ranked in the top three in ratings for a year, and won
many awards including ‘The Five Best National Works’ and the
‘Outstanding TV Drama Awards from the State Administration
of Radio, Film and Television’; Z1gH & “Snowy Eagle”, which
was broadcast on CCTV-1, and was the highest-rated show of
that year, while also setting a record of 1.5 billion views online;
and SESHEAM PRI EE “Papa, Can You Hear Me Sing,” which
was the highest-rated show in China the year it debuted. Due
to Mr. Luo’s contribution to promote diversity and inclusion in
the industry, Mr. Luo has been awarded the Griot Gala Award
in 2020 and has been rated as one of the Top dealmakers in
Hollywood in 2020 by the Variety Magazine.
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Ms. Wu Xiaoli (“Ms. Wu”), aged 36, has been appointed as an
executive Director and a member of the Executive Committee
on 23 July 2019. Ms. Wu obtained a Bachelor Degree in English
from China Jiliang University in 2012. She was the general
manager of MIMNEEZERBFREAE, a company established
in the PRC, from 2012 to 2017. In 2017 to 2021, Ms. Wu has
served as the general manager of M N1BEIXIEEIEERAE
(‘HZ Bochuang”).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. NIU Zhongjie (“Mr. Niu”), aged 58, has been appointed as
an independent non-executive Director on 15 September 2023.
Mr. Niu holds a Bachelor of Arts in Business Administration
awarded by Northeast Missouri State University, Missouri USA
in May 1994. He also holds a Degree of Master of Business
Administration awarded by The University of Hong Kong in
December 1999. Mr. NIU has worked with various financial
institutions and has extensive experience in equity capital
markets. He is currently the responsible officer for type 4
(advising on securities) and type 9 (asset management) regulated
activities of Vision Finance Asset Management Limited. He is
also a director of Vision Finance International Company Limited
and the responsible officer of the company to carry on type 1
(dealing in securities) and type 6 (advising on corporate finance)
regulated activities.

He is currently an independent non-executive director of Nanjing
Sample Technology Company Limited (B8R = ZE R 5 B R
‘AT (stock code: 1708), Peiport Holdings Limited (% 1% A
FR/AF]) (stock code: 2885), New Media Lab Limited Gr{E 2|
BBR/AE]) (stock code: 1284), the shares of which are listed on

the Main Board of the Stock Exchange.

Directors’ Profiles
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Mr. NIU was an executive director of Beijing Sports and
Entertainment Industry Group Limited Gt RiE B XILEXEH
BR/AT), the shares of which are listed on the Main Board
of the Stock Exchange (stock code: 1803) between 23 April
2015 to 7 November 2018. He was also an independent non-
executive director of Gold-Finance Holdings Limited. (5
TR B R/A ) (“Gold-Finance”) between 3 February 2016
and 15 May 2019. Gold-Finance was a company listed on the
Main Board of the Stock Exchange (stock code: 1462) but the
trading of Gold-Finance’s securities on the Stock Exchange
was suspended on 5 May 2019 and it was eventually delisted
on 16 March 2021. As disclosed in the announcements made
by Gold-Finance prior to its delisting, a winding-up petition was
filed against Gold-Finance on 3 June 2019 in the High Court of
Hong Kong and provisional liquidators were appointed in respect
of Gold-Finance on 5 June 2019 as a result of a winding-up
petition filed against Gold-Finance’s controlling shareholder in
April 2019, which falls within 12 months after Mr. NIU’s ceasing
to act as its independent non-executive director. For further
details of the said winding-up petition and delisting, please refer
to the announcements made by Gold-Finance. Based on public
information, Gold-Finance was an investment holding company
incorporated in the Cayman Islands as an exempted company
with limited liability, and its principal activities were investment
and asset management services in the PRC, property investment
and development in the PRC and building services in Hong
Kong. According to the Cayman Islands Gazette dated 10 May
2021 (Issue No. 10/2021), Gold-Finance was struck off from the
Cayman Islands Companies Register on or around 29 May 2020
in accordance with the Companies Law of the Cayman Islands.

Mr. XU Zhihao (“Mr. Xu”), aged 55, has been appointed as an
independent non-executive Director on 15 September 2023. Mr.
Xu graduated with a Bachelor’s degree in Laws from Guangzhou
Jinan University in 1994 and obtained a master of Laws from the
graduate school of China University of Political Science and Law
in 2004.

Mr. XU has been practising law since 1998 and has gained
20 years’ experience in the legal industry. He founded Jincheng
Tongda & Neal (Shenzhen) (IER&HEIE CRII) RENEFSAN)
in 2003 and was the senior partner until 2019. He is currently
a senior consultant of the firm. Mr. XU specialises in finance,
securities and dispute resolution, and provides legal services
to various financial institutions and listed companies. He also
focuses on the investments in medical and cultural exchange
projects in the Greater Bay Area, and serves as a director
of Global Medical Group Limited (HBIEKREREEEA
@) and an independent non-executive director of Net-a-Go
Technology Company Limited (48 %} B B2 ) (stock code:
1483), the shares of which are listed on the Main Board of the
Stock Exchange.
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Mr. Wu Hongliang (“Mr. Wu”), aged 55, has been appointed
as an independent non-executive Director on 2 March 2023. Mr.
Wu is the founder of, and currently the Chief Content Officer of
Zhejiang Talent Television & Film Co., Ltd* G’ IR 18 821D
BBR/AE]), which is a company listed on the Shenzhen Stock
Exchange (stock code: 300426). Mr. Wu has participated in the
production of a large number of movies and television drama
series such as “Young Hero Fong Sai Yuk™ (‘{DEZIEHHEE),
“the Great Emperor of the Han Dynasty” GEE AT, etc. Mr.
Wu is also currently serving as the executive director (& #5312 55)
of China Television and Art Committee* (TEIBREMEE &),
“China Television Council™ (PR ERYIEEF)and the Beijing
Film Academy Ot REF 2 .

Mr. Wu has over ten years of experience in the field of movie and
television drama production. From October 2006 to December
2009, Mr. Wu served as the director* (E2) and manager* (&
%) of Dongyang Talent Television & Film Co., Ltd* GRFEEE
FRAUEFR/AT). From December 2009 to August 2011,
Mr. Wu was redesignated as the chairman of the board* (£
E£)and manager* (§38) of the same company, Mr. Wu has
also worked at China Film Group Corporation (PEIE & £ H
‘AF)) and held the position of assistant director of the television
program production centre* (BREI B RIEFR L FEEENIE) . Mr.
Wu has also been the deputy general manager (& 75 Bl 42 45 38)
of Century Hero Film Investment Co., Ltd ((H 42 R EE IR ER
RAED.

Mr. Wu obtained a bachelor’s degree in production management
from the Beijing Fim Academy (LR EFZ2E7)in June 1993.
Mr. Wu was awarded “The Ninth National Top Ten TV Drama
Producer™ (B EZ2EHEEBREIH & A)in 2012,
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The Directors hereby presents their annual report and the
audited consolidated financial statements of Smart Digital
Technology Group Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2025.

PRINCIPAL ACTIVITIES

During the year and up to 31 December 2025, the company and
its subsidiaries were involved in the following principal activities:

° media and culture business

RESULTS

The results of the Group for the year ended 31 December 2025
are set out in the consolidated statement of profit or loss and
consolidated statement of comprehensive income on pages 87
to 88 of the annual report.

BUSINESS REVIEW

In recent years, the media business of the world is gradually
rebounding from the impact of the COVID-19 pandemic which
has spread all over the world in the year of 2019 and the strikes
of the Writers Guild of America and Screen Actors Guild-AFTRA
in 2023. Delays in distribution, settlement as well as receipt
of income of TV drama and film investments of the Company
significantly and negatively affected the operating results
regarding these investments, which has been reducing the
amount of revenue recognized for a few years. The slow-down
of business activities and postponement of some of the film and
TV drama projects developed by the Group in prior years have
impacted on the financial results of the Group.

Revenue and gross profit from its media and culture business
for the year of 2025 was approximately HK$21.9 million and
HK$21.9 million respectively (2024: revenue of approximately
HK$40.4 million and gross profit of approximately HK$40.4
million).
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The Group reported a net profit attributable to owners of the
Company of approximately HK$202.9 million for the year ended
31 December 2025 (2024: net loss attributable to owners of the
Company of approximately HK$28.4 million).

Basic profit per share for the year amounted to approximately
HK$1.68 (2024: basic loss per share of approximately HK$0.29).
Net deficit of the Group were approximately HK$136.1 million
(2024 approximately HK$382.0 million).

Key Risks Factors

The following section lists out the key risks and uncertainties
which the Group faces. It is a non-exhaustive list and there
may be other risks and uncertainties in addition to the key risks
factors outlined below. Besides, this report does not constitute a
recommendation or advice for anyone to invest in the securities
of the Company and investors are advised to make their own
judgment or consult their own investment advisors before
making any investment in the securities of the Company.

1. Local taxation may increase and tax liability may increase
for future amendment of tax rules.

2. The impact of COVID-19 and the weakening in economic
and credit market conditions may continue to adversely
affect film boxing revenue and the profitability of our media
business.

38 Risk regarding material uncertainties relating to events or
conditions that may cast significant doubt on the issuer’s
ability to continue as a going concern may be referred
to the Disclaimer of Opinion and Basis for Disclaimer
of Opinion of the Independent Auditor's Report in this
annual report, and the board’s response to the Basis for
Disclaimer of Opinion can be referred to Directors’ Report
in this annual report.

Future development and important events
after the end of the financial year

Details of events after the reporting period has been disclosed in
section headed “Events after the reporting period”.
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Environmental policies and performance

The Group is committed to the long term sustainability of the
environment and communities in which it operates. We are
aware that, minimizing the consumption of resources and
adoption of best environmental practices in the business
process of the Group to the extent practicable is our underlying
commitment to preserving and improving the environment.
Acting in an environmentally responsible manner, the Group
endeavours to comply with laws and regulations regarding
environmental protection and adopts effective measures to
achieve efficient use of resources, energy saving and waste
reduction. The Directors are not aware of any material non-
compliance with the environmental laws and regulations during
the year ended 31 December 2025. Green initiatives include
recycling of used papers, energy saving and water saving.

The 2025 environmental, social and governance report
(the “ESG Report”) which depicts the performance on the
sustainability of the Group are available in the “Investor
Relations” section of the website of the Company at
www.zskj.com.hk and on the website of Hong Kong Exchanges
and Clearing Limited at www.hkexnews.hk.

Relationship with suppliers, customers,
employees and other stakeholders

The Group understands the importance of maintaining a good
relationship with its suppliers, customers, employees and other
stakeholders to meet the Group’s medium and long-term goals.
The Company creates a framework for motivating staff and
a formal communication channel in order to maintain healthy
relationships with its employees and other stakeholders.

Compliance with the relevant laws and
regulations

In relation to human resources, the Group is committed to
complying with the requirements of the ordinances relating to
disability, gender, family status and racial discrimination, as well
as the Employment Ordinance, the Minimum Wage Ordinance
and ordinances relating to occupational safety of employees of
the Group, so as to safeguard the interests and well-being of its
employees.

There is no reported case of non-compliance with relevant laws
and regulations in relation to the groups’ media and culture, and
entertainment and gaming business.
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SHARE CAPITAL

There was no movement in the authorised share capital of the
Company during the year. Details of the movement in the issued
share capital of the Company are set out in note 29 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 91 of the annual report.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company had no distributable reserves at 31 December
2025 calculated under The Companies Act 1981 of Bermuda
(as amended). The Company’s share premium account, in the
amount of HK$697,060,000 at 31 December 2025 (2024:
HK$655,741,000) may be distributed in the form of fully paid
bonus shares.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@ it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b)  the realisable value of its assets would be less than the
aggregate of its liabilities and its issued share capital and
share premium accounts.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, revenue from the largest one and five largest
customers accounted for 73% and 100% respectively of the
total revenue for the year. Cost to from the largest one and five
largest suppliers accounted for 100% and 100% respectively of
the total cost for the year.

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 share capital)
had any interest in the five largest suppliers or customers.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or in existence during the year
ended 31 December 2025, other than service contracts with
the Directors and other persons engaged in the full-time
employment of the Company.

DIRECTOR’S INTERESTS IN
COMPETING BUSINESSES

During the year, none of the Directors of the Company is
interested in any business apart from the Company’s businesses
which compete or is likely to compete, either directly or indirectly
with businesses of the Company.

LOAN ARRANGEMENTS GRANTED TO
ENTITIES

For the year ended 31 December 2025, the Group did not grant
any loan to any entity which is subject to disclosure requirements
under Rule 13.13 of the Listing Rules.

DIRECTORS

The directors who held office during the year and up to the date
of this report were:

Chairman and Executive Director
Mr. Jing Xufeng

Chief Executive Officer and Executive Director
Mr. Luo Lei

Executive Directors

Ms. Wu Xiaoli
Mr. Hu Fanghui
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Independent Non-Executive Directors

Mr. Wu Hongliang
Mr. Niu Zhongjie
Mr. Xu Zhihao

During the year ended 31 December 2025, the Director, namely
Mr. Sang Kanggiao resigned from his office due to his other
business engagements which require more of his attention and
dedication.

In accordance with Bye-laws 83(2), 84(1) and 84(2) of the
Company’s bye-laws, Mr. Luo Lei, Mr. Hu Fanghui and Mr. Niu
Zhongijie shall retire from office at the forthcoming annual general
meeting of the Company, and being eligible to offer themselves
for re-election at the forthcoming annual general meeting of the
Company.

None of the directors being eligible for re-election at the
forthcoming annual general meeting has a 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).

CHANGES IN INFORMATION OF THE
DIRECTORS

There is no change to any information required to be disclosed in
relation to any directors under Rule 13.51B of the Listing Rules.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent
Non-executive Directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers that all of the Independent Non-executive
Directors are independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2025, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were disclosed
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), or 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 (“Model Code”) set out in the Appendix C3 to the Rules
Governing the Listing of Securities on the Stock Exchange (“the
Listing Rules”) were as follows:

As at 31 December 2025, none of the Directors nor the Chief
Executive of the Company nor their associates had any interest
or short position in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were required to be
disclosed to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO or as recorded in the
register required to be kept by the Company pursuant to Section
352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

No contract of significance in relation to the Group’s business (as
defined in the Listing Rules) to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year of 2025.

CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significance between the Company or any of its
subsidiaries and the controlling shareholder of the Company or
any of its subsidiaries or any contracts of significance for the
provision of services to the Company or any of its subsidiaries
by the controlling shareholder of the Company or any of its
subsidiaries subsisted at 31 December 2025 or at any time
during the year ended 31 December 2025.

PERMITTED INDEMNITY PROVISION

The Bye-laws of the Company provide that each Director,
secretary or other officer of the Company shall be indemnified
and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which any of them may incur or sustain
in or about the execution of the duties in their respective offices.
The Company has taken out and maintained appropriate
insurance to cover potential legal actions against its Directors.

The above provision for the benefit of the Directors is currently in
force and was in force throughout the year.
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SHARE OPTION SCHEME

The Company adopted a new share option scheme (“New
Share Option Scheme”) subsequent to the expiry of 2012
Share Option Scheme on 31 May 2022. The New Share Option
Scheme is valid and effective for 10 years commencing from
the adoption date (i.e., 3 August 2022). The remaining life of
the New Share Option Scheme is approximately 6 years and 4
months as at the date of this report.

The purpose of the New Share Option Scheme is to enable
the Company to grant options to the eligible participants in
recognition of their contribution to the Group. The eligible
participants include full-time or part-time employees of the
Group (including any directors, whether executive or non-
executive and whether independent or not, of the Company
or any Subsidiary) and any suppliers, consultants, agents and
advisers or any person who, in the sole discretion of the Board,
has contributed or may contribute to the Group are eligible for
options under the New Share Option Scheme.

The number of shares which may be issued upon exercise of
all outstanding options is not permitted to exceed 30% of the
shares of the Company in issue at any point in time. The total
number of shares in respect of which options may be granted
under the New Share Option Scheme in aggregate is not
permitted to exceed 10% of the shares of the Company in issue
at the adoption date. The total number of shares in respect of
which options may be granted to any individual is not permitted
to exceed 1% of the shares of the Company in issue in any
12-month period unless such grant is approved by independent
shareholders at a general meeting.
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Subject always to the limits referred to above, the Board
shall not grant any options to any eligible participant which, if
exercised, would result in such eligible participant becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued or
to be issued to him under all options granted to him (including
those options exercised or outstanding) in any 12-month period
exceed 1% of the shares in issue at such date. The Board may
grant options to any eligible participant in excess of the individual
limit of 1% in any 12-month period with the approval of the
shareholders in general meeting (with such eligible participant
and his associates abstaining from voting). In such situation, the
Company will send a circular to the shareholders and the circular
must disclose the identity of the eligible participant, the number
and terms of the options to be granted (and previously granted
to such eligible participant).

As at 31 December 2025, the total number of shares available
for grant under the New Share Option Scheme is 8,235,647
shares (2024: 8,235,647 shares).

As at the date of this report, the total number of shares available
for issue under the New Share Option Scheme is 8,235,647
shares (representing approximately 8.4% of the total issued
shares as at the date of this report).

There is no general requirement that an option must be held for
any minimum period before it can be exercised but the Board is
empowered to impose at its discretion any such minimum period
at the time of grant of any particular option. There is no vesting
period as designated under the terms of the New Share Option
Scheme. Also there has been no options granted under the New
Share Option Scheme since its adoption and as such, there is
no applicable vesting period for the shares granted.

An option may be exercised in accordance with the terms of
the New Share Option Scheme during the option period, which
shall not exceed the period of ten (10) years from the date of the
grant of the particular option but subject to the provisions for
early termination of the option period pursuant to the New Share
Option Scheme. No option may be exercised more than ten (10)
years after it has been granted. No option may be granted more
than ten (10) years after the adoption date. Subject to earlier
termination by the Company in general meeting or by the Board,
the New Share Option Scheme shall be valid and effective for a
period of ten (10) years after the adoption date.
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The Board has the discretion to require a particular grantee to
achieve certain performance targets specified at the time of
grant before any option granted under the New Share Option
Scheme can be exercised.

The exercise price will be determined by the Board at its
absolute discretion and notified to an option holder. The
minimum exercise price shall not be less than the highest of: (a)
the closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the offer date; (b) the average closing
price of the shares as stated in the Stock Exchange’s daily
quotations sheets for the five business days immediately
preceding the offer date; and (c) the nominal value of the shares.

An eligible participant shall pay the Company HK$1.00 for the
grant of an option on acceptance of an option offer within 21
days after the offer date.

No options have been granted under the New Share Option
Scheme since its adoption.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, at no time
during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate. For details of the purpose of scheme, participants of
the scheme, shares available for issue, maximum entitlement of
the participant, etc., please refer to the section headed “Share
Option Scheme” and note 30 to the consolidated financial
statements.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2025, so far as was known to the Directors
and the Chief Executive of the Company, the following persons
(other than any director and chief executive of the Company)
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who had 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 Divisions 2 and 3 of Part XV
of the SFO, or as recorded in the register to be kept by the
Company under Section 336 of the SFO, or as otherwise notified
to the Company and the Stock Exchange:
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Number of of issued
ordinary share capital of
Name of shareholder Capacity shares held the Company
BEATERT
BeR&TE g1 Fris&@ie® B AL TESEE
(Note 1)
(Mg5E1)
Timcha Investment Limited Beneficial owner (note 2) 18,151,351 (L) 12.80
(RBREBRAR)
AR ERRAE BmER A (5E2)
AREEXIEEREERAR Interest of corporation controlled 18,151,351 (L) 12.80
by you (note 2)
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IR IR ERERRAE Interest of corporation controlled 18,151,351 (L) 12.80
by you (note 2)
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(L) All the shares are long positions.

1. The percentages are calculated based on the total number of
issued shares of the Company of 141,856,479 shares as at 31
December 2025.

2. The entire issued share capital of Timcha Investment Limited
(Formerly known as “CICFH Innovation Investment Limited”) is
wholly and beneficially owned by TP 2B LEEBE AR AT,
which is owned as to 34.97% by JIREE IR AIEREFRA
3], which is wholly and beneficially owned by ST FERH 8 &
EIRHFBR/AT]. By virtue of the Securities and Futures Ordinance,
IREEBXEERERAD, IREBIMFZAEREGRAR
B and JIREEHMEEEIERBRAT are deemed to be
interested in all the shares in which Timcha Investment Limited is
interested under the SFO.

Save as disclosed above, the Company had not been notified
and is not aware of any other persons who had an interest
or a short position in the shares and underlying shares of
the Company as recorded in the register required to be kept
by the Company pursuant to section 336 of the SFO as at
31 December 2025.

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding convertible securities,
warrants or other similar rights as at 31 December 2025
and there has been no exercise of any convertible securities,
warrants or similar rights during the year.

RELATED PARTY TRANSACTIONS/
CONNECTED TRANSACTIONS

Related party transactions entered into for the year are set out in
note 31 to the consolidated financial statements. None of them
constitutes a connected transaction or a continuing connected
transaction as required to be disclosed under the Listing Rules.

For the year ended 31 December 2025, there were no
connected transactions or continuing connected transactions
of the Company as defined under Chapter 14A of the Listing
Rules which are required to comply with any of the reporting,
announcement or independent Shareholders’ approval
requirements under the Listing Rules.

The Company confirmed that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing

Rules (if applicable) for the year ended 31 December 2025.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is based
on their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group’s
operating results, individual performance and comparable
market statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees. For details of the
purpose of scheme, participants of the scheme, shares available
for issue, maximum entitlement of the participant, etc., please
refer to the section headed “Share Option Scheme” and note 30
to the consolidated financial statements.

DIRECTORS’ REMUNERATION

The Directors’ fees are recommended by the Board for approval
by shareholders of the Company at the annual general meeting
of the Company. The remuneration payable to Directors are
determined by the Board on the Remuneration Committee’s
recommendation with reference to the Company’s remuneration
policy, and based on the Directors’ duties and responsibilities,
their contribution to the Group and the market environment.
Details of the remuneration of Directors are set out in note 8 to
the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption
available to the shareholders of the Company by reason of
their holding of the Company’s securities. If the Company’s
shareholders are unsure about the taxation implications of
purchasing, holdings, disposing of, dealing in, or the exercise of
any rights in relation to the shares, they are advised to consult an
expert.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY LISTED SECURITIES

During the year ended 31 December 2025, neither the Company
nor any of its subsidiaries has purchase sold or redeemed any of
the Company’s listed securities.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within
the knowledge of the Directors, it is confirmed that there is a
sufficient public float of the issued share capital of the Company
throughout the year ended 31 December 2025.

DONATION

The Company has not made any donation during the year ended
31 December 2025 and 2024.

CAPITAL REORGANISATION

On 19 July 2024, a special resolution has been passed by the
shareholders of the Company for a capital reorganisation which
involves share consolidation and capital reduction. Consolidation
of every ten issued existing shares of par value of HK$0.10 each
into one consolidated share of par value of HK$1.00 each (the
“Consolidated Share(s)”) in the share capital of the Company.
Immediately upon the share consolidation becoming effective,
the par value of each issued Consolidated Share is reduced from
HK$1.00 to HK$0.1 by a cancellation of HK$0.9 of the paid-up
capital on each issued Consolidated Share so that each issued
Consolidated Share is treated as one fully paid up share of par
value HK$0.1 each in the share capital of the Company (the
“‘New Share(s)”) and the credit arising from the capital reduction
be transferred to the contributed surplus account of the
Company within the meaning of the Companies Act. The capital
reorganisation is completed on 23 July 2024. Details of the
capital reorganisation are set out in the Company’s circular dated
3 July 2024. Details of movements in the share capital of the
Group and details of the Shares issued during the year ended
31 December 2024 are set out in note 29 to the consolidated
financial statements.

DEBENTURE ISSUED

No debenture was issued by the Company during the year
ended 31 December 2025.

EQUITY-LINKED AGREEMENTS

Save as disclosed under the sections headed “Share Option
Scheme”, no equity linked agreements that will or may result
in the Company issuing shares or that require the Company to
enter into any agreements that will or may result in the Company
issuing shares were entered into by the Company during the
year ended 31 December 2025 or subsisted at 31 December
2025.
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CORPORATE GOVERNANCE

The Board recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interests of shareholders. A report on the principal corporate
governance practices adopted by the Company is set out on
pages 24 to 46 of the annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2025.

AUDITORS

Prism Hong Kong Limited resigned as auditor of the Company
with effect from 18 December 2025 and Moore CPA Limited
(“Moore”) was appointed as auditor of the Company with effect
from 18 December 2025 to fill the causal vacancy.

Moore will retire at the conclusion of the forthcoming annual
general meeting (“AGM”) and being eligible, offer themselves for
re-appointment at the AGM. A resolution for the re-appointment
of Moore as auditor of the Company will be proposed at the
forthcoming AGM.
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Independent Auditor’s Report on the
Company’s Consolidated Financial Statements
for the year ended 31 December 2025

As disclosed in sections headed “Basis for Disclaimer of
Opinion” and “Disclaimer of Opinion” in independent auditor’s
report contained on pages 82 to 86 of this report, the auditor
of the Company did not express an audit opinion on the
consolidated financial statements of the Group for the year
ended 31 December 2025. The Group recorded net current
liabilities and net deficit of approximately HK$262,078,000
and HK$136,103,000 as at 31 December 2025. As at the
same date, the Group’s total interest-bearing borrowings
and film investment loans, derivative financial liabilities and
financial liabilities at fair value through profit or loss amounted
to approximately HK$263,206,000 in total, while the Group’s
cash and cash equivalents only amounted to approximately
HK$13,220,000. As at 31 December 2025, the Group defaulted
on repayment of certain principal and interest for interest-
bearing borrowings and film investment loans, derivative
financial liabilities and financial liabilities at fair value through
profit or loss amounting to approximately HK$150,484,000,
HK$25,658,000 and HK$67,349,000, respectively. As at 31
December 2025, the others principal and interest for interest-
bearing borrowings and film investment loans, derivative financial
liabilities and financial liabilities at fair value through profit or loss
amounting to approximately HK$15,570,000, HK$1,345,000
and HK$2,800,000, respectively, which were not defaulted and
repayable within one year.

The Board’s response to the Auditor’s Opinion

In regard to the matters described in the section headed “Basis
for Disclaimer of Opinion” in the Independent Auditor’s Report,
the Board would like to take this opportunity to provide the
Board’s response and other relevant information, as well as
measures taken or to be taken by management of the Company
for information purpose.
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The Board’s response to the basis for
disclaimer of opinion

The Board have also been undertaking Measures to improve the
Group’s liquidity and financial position.

()

()

(i)

Negotiation with lenders for renewal or
extension of loans

In 2025 and 2026 (up to the date of this report), the Group
has repaid loans in the amount of approximately HK$32.0
million and approximately HK$4.7 million respectively. The
Group has been negotiating with lenders for the renewal
and/or extension for repayment of various loans. A total
amount of approximately HK$4.7 million of outstanding
loans has been extended to February 2026 and such
amount has been fully settled as of the date of this report.

Implementation of cost control strategies

The Group has been maintaining and implementing cost
control strategies relating to the selling, distribution and
administrative costs and film investment expenditures
to reduce cash outflows of the Group. The selling and
distribution and administrative expenses, net of one-off
legal fee of HK$1.8 million in 2025, recorded a decrease
of approximately 3% in the year of 2025 as compared
with that in the year of 2024. However, in view that new
business expected to commence in 2026, the Group
expects the selling and distribution and administrative
expenses will probably increase in 2026.

Recovery of trade receivables and contract
assets

In terms of the recovery of trade receivables and contract
assets, in 2025 and 2026 (up to the date of this report),
the Company has recovered approximately HK$22.7
million and approximately HK$2.2 million respectively of
trade receivables and contract assets.
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(iv) Exploring new business opportunities

Production of short videos and a web-series
drama

The Group has cooperated with Mango Media SDN.
BHD to produce two web-series drama and expects
to release one of the two web-series drama by June
2026.

New energy business

The Group entered into cooperation agreements with
a strategic partner in late 2024 and early 2025 for the
development of the New Energy Business regarding
developing new energy and renewable energy
and the research and development of new energy
storage technologies used in the industrial and
commercial contexts. The Group is responsible for
providing technical support and developing energy
saving equipment for the strategic partner. The
Group will recognize an one-off construction revenue
and quarterly service fees thereafter. However, the
strategic partner consider that such project could not
bring in sufficient profits and had been suspended
until their further notice.

Metaverse business

The Company entered into a strategic cooperation
framework agreement with a strategic partner in
January 2024 for the development of the metaverse
business. Following this, the Group and the strategic
partner had worked together for a metaverse project
for Artificial Intelligence Generated Content (AIGC)
involving virtual character and virtual community. The
design of such virtual character had been completed.
However, after several rounds of negotiation, the
Company and the strategic partner consider that
such project could not bring in sufficient profits and
had been suspended. Although the first project of
the metaverse business had been suspended, the
Company will look for other opportunities for further
development of the metaverse business.

(iv) FREHEH
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Transportation Al and smart vehicle networking
business

The Company entered into a non-legally binding
letter of intent for a potential acquisition on 20
August 2025. The Company intends to carry out
the potential acquisition of not less than 51%
equity interest in a Shanghai Mission Information
Technologies Corp., Ltd. The Board believes that
the potential acquisition will enable the Group to
embark on entirely new business development in the
fields of transportation artificial intelligence and smart
vehicle networking. Given the rapid development
of transportation Al and rail transit both nationally
and globally, the business has significant growth
potential. Additionally, it will expand the Group’s
customer base and enhance the visibility of the listed
company. The Board believes that if the Potential
Acquisition materializes, it will effectively strengthen
the Group’s core competitive barriers and create
strategic pivot and returns for long-term shareholder
value enhancement. As at the date of this report, the
target company is updating the financial statement
for the year ended 31 December 2025 and certain
issues are under discussing with auditors and
financial advisor. The Board expected the process
of the transaction would be not less that half years.
The Group will continuously update the status of the
transaction and will publish further announcements
for updates regarding the transaction as and when
appropriate in accordance with Listing Rules.
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Satellite business

In relation to the satellite business, the Company
entered into non-legally binding letter of intents
with Sparklinka and COMMSAT respectively on
10 March 2026. The Group will collaborate with
Sparklinka to research, develop, and manufacture
a trial satellite supporting mobile phone direct
connectivity. The communication tests and technical
verification of the trial satellite will be conducted in
the Middle East, Central Asia, and Southeast Asia.
Entering into the Mobile Phone Direct-to-Satellite
Cooperation Intention Agreement allows the Group
and Sparklinka to establish a long-term and stable
strategic partnership, thus to promote collaboration
and development in satellite communication
services for both parties. While the business
of COMMSAT involves customized commercial
satellite, constellation core services, and so on. By
leasing its facilities, the Group is able to carry out
production and manufacture for its overseas satellite
orders acquired, and achieve stable production
management, order fulfllment, and quality control
for the Group’s upcoming satellite communication
business, thereby fostering the long-term
development of the Group in satellite construction
and satellite communication operations. The Group
engaged few expert with relevant industry experience
to lead its establishment and ongoing operation in
April 2026. These experts will be responsible for
building and managing a technical team, including
overseeing the testing and trial operation of the
satellite system and the production of the satellite.
Please refer to the announcement dated 22 April
2026 for the biographical details of the experts. The
Company is also discussing with other potential
customer for the satellite business to broaden the
Group’s future revenue base.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

BHEESR

BREEXD ARAR_ZE R E=
A+ B % 5B Sparklinka &z COMMSAT
XA EERARONEGERB S o
REE B B Sparklinka® T/FEH?%I”%L
—BYRFHBEEREENARER
HEREmENEEA RS R ﬁhr
B RO NEEEEETFTILF
WEEHRESFREOBEEAERA
Sparklinka@ U BT RHEETHEKES
ERR WMESHESTEFTEBERS
B P A EEEE - MCOMMSATH
BORESICEAEE  EEZORS
L-BBAMEERK AEEENASHE
FTESNEBINEETBETEERS
WAHAEENREBENEHEBEER
ERETNEESE FTEXNERE
EH MR E A ERTERERERS
EBEGEEREANRPER AEEE
RIEZAFENAEAHAAFHEMREMAT
(ERBNER B EREHFEXHE
ANERARESE - ZSERKES
HRTEBREMEEK QEEBEE%
ZHAHERET URBENEET
- BEREREREHEE HEEHE
BIETREONB -+ ZHZRAG A&
NENELREMBERRNEEERE
TEs IR EEBE AR AR



(v) Fundraising activities

Placing of New Shares in May 2025

The Company completed the placing of new shares
under the general mandate granted to the Directors
pursuant to an ordinary resolution passed by the
Shareholders at the annual general meeting of
the Company held on 31 May 2024. The gross
proceeds from the placing are approximately HK$7.1
million and the net proceeds, after deducting the
placing commission, professional fees and all
related expenses borne by the Company, from the
placing are approximately HK$6.9 million. The net
proceeds has been fully utilised as intended as at
the date of the reply. For details, please refer to the
announcements of the Company dated 9 May 2025,
12 May 2025 and 2 June 2025.

Placing of New Shares in July 2025

The Company completed another round of placing
of new shares under the general mandate granted
to the Directors pursuant to an ordinary resolution
passed by the Shareholders at the annual general
meeting of the Company held on 27 June 2025. The
gross proceeds from the placing are approximately
HK$39.9 million and the net proceeds, after
deducting the placing commission, professional fees
and all related expenses which may be borne by
the Company, from the placing are approximately
HK$38.7 million. The Company intends to use
such net proceeds for (i) repayment of debts of
approximately HK$22.9 million; (i) development
of new business opportunities of approximately
HK$11.8 million; and (i) replenishment of working
capital of approximately HK$4.0 million. The net
proceeds has been fully utilised as intended as at
the date of the reply. For details, please refer to the
announcements of the Company dated 4 July 2025,
16 July 2025, 24 July 2025 and 25 July 2025.

Consequently, the management considered the
going concern issue will be mitigated and resolved in
the upcoming future.

v)
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The Directors have given careful consideration to the future
liquidity and performance of the Group and its available sources
of finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern. The following
plans and measures are formulated to mitigate the liquidity
pressure, to improve the financial position of the Group, and to
remediate the overdue repayments to the lenders (“Measures”):

(@) The Group has been actively negotiating with all of the
lenders for renewal and extension for repayments of the
overdue borrowings to reduce the liquidity pressure of the
Group. As at the date of this report, the Group has been
negotiating with various lenders and strives to extend the
repayment date of borrowings and film investment loans.

(b) The Group has been exploring the possibility of raising
capital by way of equity finance, or reaching out to
shareholders of the Company for an advance to support
the Group’s operations. The Group will issue further
announcement in accordance with Listing Rules for further
updates in this regard.

(c) The Group has also been negotiating with various
financiers and potential investors of the film industry to
secure new sources of finance and identifying various
options for financing the Group’s working capital and
commitments in the foreseeable future. The Directors
believe that, considering the Group’s track record of film
investments and relationship with famous film directors, the
Group will be able to obtain new financing.

(d) The Group will continue to implement business strategy
to enhance the Group’s profitability and cash inflow. The
Group has been exploring new business opportunities to
broaden the Group’s revenue stream. The Group is actively
negotiating with various potential business partners for
new business opportunities. The Board expected that it
would be able to commence the business in or around
2026.

(e) The Group will continue to take active measures to
control costs relating to the Group’s sale and distribution,
administration and film investment expenditure and
prioritise film investments expenditures so as to improve
the Group’s cashflows.

()  The management of the Company would strive to recover
the trade receivables and contract assets as well as
ensuring on-time payment from film distributors to further
improve its financial position.
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Views of the Auditors and the Audit Committee
on the effectiveness of the plan to resolve the
Disclaimer Opinion

The Auditors considers that, and the Audit Committee concurred
that, as long as the Measures taken/to be taken improve the
Group’s liquidity and financial position, including (i) sufficient new
sources of finance could be obtained to support the Group’s
operating and financing cash outflows; (i) re-financing and/or
extensions could be obtained for the Group’s existing interest-
bearing borrowings and fim investment loans (including those
classified as financial liabilities at fair value through profit or loss
and derivative financial liabilities) to defer the repayment for at
least 1 year from 31 December 2026; and (jii) the implementation
of the Group’s business strategy could enhance profitability
and cash inflows of the Group, and as well as corresponding
sufficient supporting evidence mentioned above could be
provided, the Disclaimer Opinion would not recur in the next
financial year.

Management’s basis on the adequacy of the
action plan to resolve the Disclaimer Opinion

As discussed in the Business and Operation Review in the
“Management Discussion and Analysis” section of this Report,
the COVID-19 pandemic and the strikes of the Writers Guild
of America and Screen Actors Guild-AFTRA in 2023 led to
significant delays in distribution, settlement and receipt of
income of TV drama and film investments of the Group, and
thus causing an adverse impact on the operating results of
the Group (including its revenue and gross profit). The media
and entertainment sector in general also encountered a slow-
down of business activities and postponement of fiim and
drama productions. In addition, certain new business projects
have been suspended or delay in prior year due to the
unforeseeable cost increasing. Given the difficulties to generate
timely turnaround operating results amid the severely affected
economies in recent years, the implementation the Company’s
action plan was delayed to 2026 and the going concern issue
could not be fully resolved in 2025.
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The Board have also been undertaking Measures to improve the
Group’s liquidity and financial position.

()

(i)

(i)

Negotiation with lenders for renewal or
extension of loans

In 2025 and 2026 (up to the date of this report), the Group
has repaid loans in the amount of approximately HK$32.0
million and approximately HK$4.7 million respectively. The
Group has been negotiating with lenders for the renewal
and/or extension for repayment of various loans. A total
amount of approximately HK$4.7 million of outstanding
loans has been extended to February 2026 and such
amount has been fully settled as of the date of this report.

Implementation of cost control strategies

The Group has been maintaining and implementing cost
control strategies relating to the selling, distribution and
administrative costs and film investment expenditures
to reduce cash outflows of the Group. The selling and
distribution and administrative expenses, net of one-off
legal fee of HK$1.8 million in 2025, recorded a decrease
of approximately 3% in the year of 2025 as compared
with that in the year of 2024. However, in view that new
business expected to commence in 2026, the Group
expects the selling and distribution and administrative
expenses will probably increase in 2026.

Recovery of trade receivables and contract
assets

In terms of the recovery of trade receivables and contract
assets, in 2025 and 2026 (up to the date of this report),
the Company has recovered approximately HK$22.7
million and approximately HK$2.2 million respectively of
trade receivables and contract assets.
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(iv) Exploring new business opportunities

Production of short videos and a web-series
drama

The Group has cooperated with Mango Media SDN.
BHD to produce two web-series drama and expects
to release one of the two web-series drama by June
2026.

New energy business

The Group entered into cooperation agreements with
a strategic partner in late 2024 and early 2025 for the
development of the New Energy Business regarding
developing new energy and renewable energy
and the research and development of new energy
storage technologies used in the industrial and
commercial contexts. The Group is responsible for
providing technical support and developing energy
saving equipment for the strategic partner. The
Group will recognize an one-off construction revenue
and quarterly service fees thereafter. However, the
strategic partner consider that such project could not
bring in sufficient profits and had been suspended
until their further notice.

Metaverse business

The Company entered into a strategic cooperation
framework agreement with a strategic partner in
January 2024 for the development of the metaverse
business. Following this, the Group and the strategic
partner had worked together for a metaverse project
for Artificial Intelligence Generated Content (AIGC)
involving virtual character and virtual community. The
design of such virtual character had been completed.
However, after several rounds of negotiation, the
Company and the strategic partner consider that
such project could not bring in sufficient profits and
had been suspended. Although the first project of
the metaverse business had been suspended, the
Company will look for other opportunities for further
development of the metaverse business.
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Transportation Al and smart vehicle networking
business

The Company entered into a non-legally binding
letter of intent for a potential acquisition on 20
August 2025. The Company intends to carry out
the potential acquisition of not less than 51%
equity interest in a Shanghai Mission Information
Technologies Corp., Ltd. The Board believes that
the potential acquisition will enable the Group to
embark on entirely new business development in the
fields of transportation artificial intelligence and smart
vehicle networking. Given the rapid development
of transportation Al and rail transit both nationally
and globally, the business has significant growth
potential. Additionally, it will expand the Group’s
customer base and enhance the visibility of the listed
company. The Board believes that if the Potential
Acquisition materializes, it will effectively strengthen
the Group’s core competitive barriers and create
strategic pivot and returns for long-term shareholder
value enhancement. As at the date of this report, the
target company is updating the financial statement
for the year ended 31 December 2025 and certain
issues are under discussing with auditors and
financial advisor. The Board expected the process
of the transaction would be not less that half years.
The Group will continuously update the status of the
transaction and will publish further announcements
for updates regarding the transaction as and when
appropriate in accordance with Listing Rules.
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Satellite business

In relation to the satellite business, the Company
entered into non-legally binding letter of intents
with Sparklinka and COMMSAT respectively on
10 March 2026. The Group will collaborate with
Sparklinka to research, develop, and manufacture
a trial satellite supporting mobile phone direct
connectivity. The communication tests and technical
verification of the trial satellite will be conducted in
the Middle East, Central Asia, and Southeast Asia.
Entering into the Mobile Phone Direct-to-Satellite
Cooperation Intention Agreement allows the Group
and Sparklinka to establish a long-term and stable
strategic partnership, thus to promote collaboration
and development in satellite communication
services for both parties. While the business
of COMMSAT involves customized commercial
satellite, constellation core services, and so on. By
leasing its facilities, the Group is able to carry out
production and manufacture for its overseas satellite
orders acquired, and achieve stable production
management, order fulfllment, and quality control
for the Group’s upcoming satellite communication
business, thereby fostering the long-term
development of the Group in satellite construction
and satellite communication operations. The Group
engaged few expert with relevant industry experience
to lead its establishment and ongoing operation in
April 2026. These experts will be responsible for
building and managing a technical team, including
overseeing the testing and trial operation of the
satellite system and the production of the satellite.
Please refer to the announcement dated 22 April
2026 for the biographical details of the experts. The
Company is also discussing with other potential
customer for the satellite business to broaden the
Group’s future revenue base.
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(v) Fundraising activities
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Placing of New Shares in May 2025

The Company completed the placing of new shares
under the general mandate granted to the Directors
pursuant to an ordinary resolution passed by the
Shareholders at the annual general meeting of
the Company held on 31 May 2024. The gross
proceeds from the placing are approximately HK$7.1
million and the net proceeds, after deducting the
placing commission, professional fees and all
related expenses borne by the Company, from the
placing are approximately HK$6.9 million. The net
proceeds has been fully utilised as intended as at
the date of the reply. For details, please refer to the
announcements of the Company dated 9 May 2025,
12 May 2025 and 2 June 2025.

Placing of New Shares in July 2025

The Company completed another round of placing
of new shares under the general mandate granted
to the Directors pursuant to an ordinary resolution
passed by the Shareholders at the annual general
meeting of the Company held on 27 June 2025. The
gross proceeds from the placing are approximately
HK$39.9 million and the net proceeds, after
deducting the placing commission, professional fees
and all related expenses which may be borne by
the Company, from the placing are approximately
HK$38.7 million. The Company intends to use
such net proceeds for (i) repayment of debts of
approximately HK$22.9 million; (i) development
of new business opportunities of approximately
HK$11.8 million; and (i) replenishment of working
capital of approximately HK$4.0 million. The net
proceeds has been fully utilised as intended as at
the date of the reply. For details, please refer to the
announcements of the Company dated 4 July 2025,
16 July 2025, 24 July 2025 and 25 July 2025.
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Consequently, the management considered the It EEERAFERKEHELEN
going concern issue will be mitigated and resolved in AN RAZENE AR AL R IR
the upcoming future.

On behalf of the Board RREEE

Mr. Jing Xufeng FE

Chairman SBlEkE

Hong Kong &8
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K| MOORE

To the shareholders of Smart Digital Technology Group
Limited
(Incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Smart Digital Technology Group Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 87 to 223,
which comprise the consolidated statement of financial position
as at 31 December 2025, and the consolidated statement of
profit or loss, the consolidated statement of 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
material accounting policy information.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the
matter described in the “Basis for Disclaimer of Opinion”
section of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other
respects, in our opinion, the consolidated financial statements
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Moore CPA Limited

1001-1010, North Tower, World Finance Centre,
Harbour City, 19 Canton Road,
Tsim Sha Tsui, Kowloon, Hong Kong

RERREGHMEBARERAE

BEABNBERIVIBRERIEI05E
EARIRER R0 AL EE1001-1010F

T +852 23753180
F +852 2375 3828

www.moore.hk
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BASIS FOR DISCLAIMER OF OPINION

Scope Limitation Relating to the Going
Concern Basis of Preparing the Consolidated
Financial Statements

The Group recorded net current liabilities and net deficit of
approximately HK$262,078,000 and HK$136,103,000 as at 31
December 2025. As at the same date, the Group’s total interest-
bearing borrowings and film investment loans, derivative financial
liabilities and financial liabilities at fair value through profit or
loss amounted to approximately HK$263,206,000 in total,
while the Group’s cash and cash equivalents only amounted to
approximately HK$13,220,000.

As at 31 December 2025, the Group defaulted on repayment
of certain principal and interest for interest-bearing borrowings
and film investment loans, derivative financial liabilities and
financial liabilities at fair value through profit or loss amounting
to approximately HK$150,484,000, HK$25,658,000 and
HK$67,349,000, respectively. As at 31 December 2025, the
other principal and interest for interest-bearing borrowings
and film investment loans, derivative financial liabilities and
financial liabilities at fair value through profit or loss amounting
to approximately HK$15,570,000, HK$1,345,000 and
HK$2,800,000, respectively, which were not defaulted and
repayable within one year.

These conditions, described above indicate the existence of
material uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern, and therefore, it
may be unable to realise its assets and discharge its liabilities in
the normal course of business.

The directors of the Company have carried out a detailed
review of the cash flow forecast of the Group for the next twelve
months from the date of the consolidated financial statements
are authorised for issue and have undertaken plans and
measures to improve the Group’s liquidity and financial position,
details of which are set out in note 2.1 to the consolidated
financial statements.
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BASIS FOR DISCLAIMER OF OPINION

(continueq)

The consolidated financial statements have been prepared
on a going concern basis on the bases and assumptions that
the plans and measures would be successfully implemented,
including but not limited to the Group is able to obtain renewal
and/or extension for repayments for the overdue borrowings.

However, no written contractual agreement or confirmation from
the lenders to grant extension of repayment, are available to the
Group. In these circumstances, we are unable to obtain sufficient
appropriate audit evidence to satisfy ourselves that the use of
the going concern basis for preparing the consolidated financial
statements is appropriate.

Should the Group fail to achieve the above-mentioned plans and
measures, it might not be able to continue to operate as a going
concern, and adjustments would have to be made to write down
the carrying values of the Group’s assets to their recoverable
amounts and to reclassify non-current assets to current assets.
The effects of these adjustments have not been reflected in the
consolidated financial statements.

The possible effects on the consolidated financial statements of
undetected misstatements, if any, could be both material and
pervasive.

OTHER MATTERS

The consolidated financial statements of the Group for the year
ended 31 December 2024 were audited by another auditor
who expressed a disclaimer opinion on those statements on 28
March 2025.
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RESPONSIBILITIES OF THE
DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRS Accounting Standards issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the
directors of the Company 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, matter 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 of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.
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Independent Auditor’s Report
B EREmER

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

Our responsibility is to conduct an audit of the Group’s
consolidated financial statements in accordance with Hong
Kong Standards on Auditing issued by the HKICPA and to
issue an auditor’s report. Our report is made solely to you,
as a body, in accordance with section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. However, because of the
matter described in the “Basis for Disclaimer of Opinion” section
of our report, we were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements.

We are independent of the Group in accordance with the
HKICPA's Code and of Ethics for Professional Accountants
(the “Code”), as applicable to audits of financial statements of
public interest entities. We also have fulfilled our other ethical
responsibilities in accordance with the Code.

Moore CPA Limited

Certified Public Accountants

Registered Public Interest Entity Auditors
Kong Shao Fung

Practising certificate number: PO7996
Hong Kong, 31 March 2026
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Consolidated Statement of Profit or Loss
nﬂ'ﬂ*ﬁﬁﬂ.%

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HILFE

2025 2024
—E-RE —EuE
Notes HK$’000 HK$’000
B 5 F#A T TAT
REVENUE W zE 5 21,909 40,369
Cost of sales HE AR - %
Gross profit EF 21,909 40,369
Other income and gains H g A Rz 5 57,557 15,832
Selling and distribution expenses ~ $4E KO (1,403) (2,456)
Administrative expenses THERFEX (22,599) (20,334)
Gain on disposal of subsidiaries HERB AR Z W 11 324,735 =
(Impairment)/net reversal of B2RWHMIBERGNEE
impairment of trade receivables CRifB) /R E #0558
and contract assets 6 (145) 4,184
Impairment losses on prepayments, FE15 =18 ~ B4 FE R IE K
other receivables and other assets ~ Efth & & B {E k518 (245,560) -
Impairment losses on investments B & - BRE B K & B g
in films, television programs and KEZBERBIE
program rights (11,678) S
Change in fair value of financial BATESTAER
asset at fair value through profit (M2 AFEETAB@m) B
or loss (“FVTPL") THEEATEED 419 -
Changes in fair value of financial BRAFEFAEEY
liabilities at FVTPL and derivative ~ &Rt EE&RITE SR
financial liabilities BEAFEES 104,057 (30,213)
Other expenses HMp% (3,519) (6,689)
Finance costs RRE AR 7 (20,463) (26,744)
PROFIT/(LOSS) BEFORE TAX PRigATER), (8518) 6 203,310 (26,051)
Income tax expense TR 10 (459) (2,331)
PROFIT/(LOSS) FOR THE YEAR fEpuiE#~ (§518) 202,851 (28,382)
Attributable to: BTFALREW:
— Owners of the parent —8AREABA 202,851 (28,382)
— Non-controlling interests —FEERER = =
202,851 (28,382)
PROFIT/(LOSS) PER SHARE BATIES AR
ATTRIBUTABLE TO OWNERS  #EB&i##I ~ (§518)
OF THE PARENT 13
Basic and diluted earnings/(loss) ~ SREAREERF
per share (HK$) (#518) (Bo) 1.68 (0.29)

The accompanying notes are an integral part of the consolidated ~ BEMIFi s A4 S B TS MR — B0 ©
financial statements.
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Consolidated Statement of Comprehensive Income

REEENER

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

2025 2024
—E_RE —E
HK$’000 HK$’000
FHT TAET
PROFIT/(LOSS) FOR THE YEAR FEREF (B5R) 202,851 (28,382)
OTHER COMPREHENSIVE EXPENSE EH {2 &Rz
Other comprehensive income (expense) HE B OEENDEEERZ
that may be reclassified to profit or loss ~ EfthZ @ Bi%) !
in subsequent periods:
- Exchange differences on translation of —RIBINEFEEZEREZEE
foreign operations, net of nil tax OBRERIEB 2,949 (2,355)
- Reclassification of cumulative exchange —H & BN EFRRFEM D ER
reserve upon disposal of foreign bE 2 (&
operations (5,534) -
OTHER COMPREHENSIVE EXPENSE FRHEMZES (Hi&)
FOR THE YEAR, NET OF TAX (2,585) (2,355)
TOTAL COMPREHENSIVE FER2EEN (%) 888
PROFIT/(EXPENSE) FOR THE YEAR 200,266 (30,737)
Attributable to: LT ALRE:
— Owners of the parent —8BREEE A 200,266 (30,737)
— Non-controlling interests —FEPERG R - -
200,266 (80,737)

The accompanying notes are an integral part of the consolidated  BEMTHI st B4R & B FERF|AI—EB 9 o
financial statements.
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Consolidated Statement of Financial Position

mEMBIRR

As at 31 December 2025 REZE "R E+_HA=Z+—H

2025 2024
—E_RE —E g
Notes HK$’000 HK$’000
s FE&T TAT
NON-CURRENT ASSETS JERENEE
Property, plant and equipment L EN Y =YSE 14 4 21
Right-of-use assets ERAEEE 15 = .
Prepayments, other receivables FBIRIE s HtEWEIE
and other assets REME E 18 123,336 288,581
Investment in films, television B BEMEX
programs and program rights BB RRERE 20 C 11,653
Intangible assets mLEE 21 2,635 3,448
Total non-current assets EFRHEELE 125,975 303,703
CURRENT ASSETS TREBEE
Trade receivables B 5 WIS 17 2,030 =
Prepayments, other receivables FETARIE N B IE
and other assets REMEE 18 6,835 92,537
Contract assets BHNEE 19 4,848 7,696
Financial assets at FVTPL BAFEFABGRD
TREE 22 37,281 =
Cash and cash equivalents HERBSEEIER 23 13,220 38,826
Total current assets MENEERE 64,214 139,059
CURRENT LIABILITIES bk /A= R
Other payables and accruals HEtEA IR ESTE R 24 57,179 102,971
Contract liabilities =X I=RE 25 - 37,275
Interest-bearing borrowings FEEEREBEREENR
and film investment loans 26 166,054 410,705
Derivative financial liabilities mEEmAas 27 27,003 40,632
Financial liabilities at FVTPL BATESIABEN
TREE 28 70,149 195,373
Amount due to a shareholder FE — 2 BB RIE 33 - 1,063
Lease liabilities HEars 15 - =
Tax payable FEIRIE 5,907 36,761
Total current liabilities BB {RAREE 326,292 824,780
NET CURRENT LIABILITIES mHAaESRE (262,078) (685,721)
BHREERERAE —ZE-REEHR 89
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Consolidated Statement of Financial Position

iRaMBEIRRR

As at 31 December 2025 R _E _AFE+_HB=+—H

2025 2024

—E-RE —EFEOF

Notes HK$’000 HK$’000

Fe 5 FER TET

NET LIABILITIES i=Ripea (136,103) (382,018)

EQUITY R

Share capital fg 7 29 14,186 9,856

Reserves Eai (150,289) (391,874)
Equity attributable to owners BATGHEE ABL#ED

of the parent (136,103) (382,018)

Non-controlling interests JEERR - =

NET DEFICIT 54t RE (136,103) (382,018)

The consolidated financial statements on pages 87 to 223 were H87E223B U BRERCKEHESTTN &

approved and authorised for issue by the Board of Directors on
31 March 2026 and were signed on its behalf.

Jing Xufeng
=Bl
Chairman

E

TREZA=T—HMEREEEM LR TIE

ERREE-
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Hu Fang Hui

A7 iR

Director
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Consolidated Statement of Changes in Equity

n‘7|' A *E

=\ 7

e

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

Attributable to owners of the parent

BARER ARG
Capital Statutory Non-
Share Share  redemption reserve Exchange  Accumulated controlling
capital premium reserve fund reserve losses Sub-total interests Total
BXED EE . o ; 4
BT RipaE 1] HEe ERHE BT NGt RERER st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TR FAT TR TR TET TER TAT TR
(Note)
(zh)
A1 January 2024 RoE-mE-F-A 82,356 556,778 1,564 5000 4665 (1028107)  (377,744) (506)  (378250)
Loss for the year EREE 5 = < = - 28,382) 28,382) = (28,382)
Other comprehensive expense for ~ EREMPER |
the year:
Exchange differences on translation ~ RENEREEZ
of foreign operations, net of niltax ~ ERER NBEEHE - - - - (2,355) - (2,355) - (2,355)
Total comprehensive expense for ~ ER2EFRTEE
the year - - - - (2,359) (28,382) 30,737) - (30,737)
Deregistration of subsidiaries HHENEAT - - - - - - - 506 506
Issue of shares BIRG 16,200 10,263 - - - - 26,463 - 26,463
Capital reorganisation BEREHR (88,700) 88,700 - - - - - - -
At 31 December 2024 KIE-mE+-AZ+-8 9,856 655,741 1,564 5,000 2310 (1056489  (382,019) - (382019
Attributable to owners of the parent
BARRE AE
Capital Statutory Non-
Share Share  redemption reserve Exchange Accumulated controlling
capital premium reserve fund reserve losses Sub-total interests Total
. BXEE EE ) o N )
(2 iR E e E1:F B ZiiHE it R ohy
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T#ET TR TR TER TR TR TR TR
(Note)
(Hfz)
A1 January 2025 RZZ-RE-F-A 9,856 655,741 1,564 5,000 2310 (1056489)  (382,019) - (382018)
Profit for the year EREF - - - - - 202,851 202,851 - 202,851
Other comprehensive expense for ~ EREMZEES |
the year:
Exchange differences on translation ~ REENEREEZ
of foreign operations, net of niltax ~ ER =8 MBTRIE - - - - 2,049 - 2,049 - 2,949
Reclassffication of cumulative HENBRAERENIE
exchange reserve upon disposal of ~ E5tER fE
subsidiaries - - - - (5,534) - (5,534) - (5,534)
Total comprehensive profit FREZERFEE
for the year - - - - (2,585) 202,851 200,266 - 200,266
Issue of shares #IH1 4330 42674 = = = = 47,004 - 47,004
Transaction costs attributable to BRERETRHBNRZRA
issue of shares - (1,355) - - - - (1,355) - (1,355)
At 31 December 2025 KIECRE+-A=+-R 14,186 697,060 1,564 5,000 (275)  (853638)  (136,103) - (136,109)
EHREERERAE —ZE-REEHR 91



92

Consolidated Statement of Changes in Equity

meREmEER

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

Note:

In accordance with the relevant the People’s Republic of China (the
“PRC”) regulations applicable to wholly-foreign-owned companies,
certain entitles within the Group are required to allocate a certain portion
(not less than 10%), as determined by their boards of directors, of their
profit after tax in accordance with the general accepted accounting
principles in the PRC to the statutory reserve fund (the “SRF”) until such
reserve reaches 50% of the registered capital.

The SRF is non-distributable other than in the event of liquidation and,
subject to certain restrictions set out in the relevant PRC regulations, can
be used to offset accumulated losses or be capitalised as issued capital.

In accordance with the relevant regulations and the articles of
association, a subsidiary registered in the PRC as a domestic
company is required to appropriate 10% of its net profit (after offsetting
accumulated losses from prior years) to the statutory surplus reserve.
After the balance of such reserve reaches 50% of the entity’s capital, any
further appropriation is at the discretion of the Company. The statutory
surplus reserve can be utilised to offset accumulated losses or increase
capital. However, the balance of the statutory surplus reserve must be
maintained at a minimum 25% of the capital after such usages.

The accompanying notes are an integral part of the consolidated
financial statements.

P5E

RIEREARSNE (MREL) BARINEIBEE A SRER
ERCAEEETHETERAREFTRAERTELR
Bt RADEHRINBBEFNHETEHD (FROR10%) EEE
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ko

EERBERTA DK EHIREE B RREHEERTR
ERPREE TR BRI R ERABEREARE S
TR AERSb

RBERERRAEAMEREME) EPREEMARNELATHN
MBS A AR R EARE10% CIEHEEFENRES
BE) EEERGEHE NZEBENEREEZERELN
50%% » AR B AR BV ISR R —F B X ERER
HEFEDAFILE Ret BEIEE - 22 IWEH Ll AR
% 2EERFHABNGHRAERIN A ONEERR25%

B RS M B MRO—T D

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025



Consolidated statement of Cash Flows

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

2025 2024
“E-hHEF B
Note HK$’000 HK$’000
s FE&T TAT
CASH FLOWS FROM OPERATING &£ HRERE
ACTIVITIES
Profit/(loss) before tax BRIGATRF] (B518) 203,310 (26,051)
Adjustments for: B IERE
— Finance costs —RE A 20,463 26,744
- Bank interest income —IRITFI B YA (134) (134)
— Write back of contract liabilities —BHNaEELD (37,353)
— Write back of other payables —H e R IE#E O] (1,560) (3,010)
— Gain on disposal of subsidiaries = ﬁ EWB AR Z Wam 11 (324,735) =
— Fair value losses/(gains), net: NEERE (W) FE
Derivative financial liabilities miﬁnt%f; 2,002 3,836
Financial assets at FVTPL BAFEFAEED
TREE (419) -
Financial liabilities at FVTPL BATES ABEN
=k (106,059) 26,377
— Depreciation of property, —E - BEREREITE
plant and equipment 17 255
- Depreciation of right-of-use assets —{F RS EITE - 755
Loss on de-registration of =l NEYNCIPd
subsidiaries - 2,735
Amortisation of intangible assets mLEE#H 949 1,414
Gain on early termination right-of-use 1Z2E14R IEEREE EK
assets and lease liabilities HEsGE WG - (227)
Write back/waiver of interest payable FE{IH|E B0l 2%k (15,939) (6,249)
Gain on disposal of HERRES T 2 &=
copyright licenses - (4,720)
— (Impairment)/net reversal of —BZRENERGNEE
impairment of trade receivables CRifE) R E R 35
and contract assets 145 (4,184)
— Impairment losses on prepayments, —814 7018 « E fth FE LU T IE
other receivables and other assets R EMBEBELIE 245,560 =
— Impairment losses on investments —ES FBREEK
in films, television programme and &1 B RERE 2 BERHE
program rights 11,678 -
(2,075) 17,541
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Consolidated statement of Cash Flows
FRIHEMER

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

2025 2024
—E_RE —E
Note HK$’000 HK$’000
B 5% FE&T TAET
(Increase)/decrease in trade B EWERIE (1Em) R
receivables (2,165) 11,834
(Increase)/decrease in prepayments, FE{J 3018 « Efth FE U IE K
other receivables and other assets ~ Efth&ZE (M) &b (875) 2,225
Decrease in contract assets SHNEERD 2,868 6,897
Decrease/(increase) in other payables E fthfE I8 & FE =t E
and accruals B (g (267) 1,781
Cash (used in)/from 8% (FRA) FRfSZBi&
operations (2,514) 40,278
Income taxes paid BEIFREH - (544)
Net cash (used in)/from operating &% %35 (FrA) Frig2Z
activities REBEE (2,514) 39,734
INVESTING ACTIVITIES REER
Purchase of financial assets at BEBERATEFAERN
FVTPL TREE (52,026) -
Proceeds from disposal of financial ~H & AFEst ABEA
assets at FVTPL EMEEMENIE 15,118 -
Interest received BEUWH 8 134 134
Purchases of copyright licenses BB - (20,858)
Proceeds from disposal of copyright H & i e &F 7] Fr 1§ =0 I8
licenses - 20,641
Loss on deregistration of =l NNl
subsidiaries - (2,229)
Net cash used in investing KBEXEBEMA
activities ZHREFEHE (36,774) (2,312)
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Consolidated statement of Cash Flows

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

2025 2024
—E-HE “EINE
Note HK$’000 HK$’000
s FE&T FAET
FINANCING ACTIVITIES BY-E 31
Issue of shares upon share placing  FS A9 Bo & RF 8517 IR 1D 47,004 26,463
Repayment of interest-bearing BEFERERBERE
borrowings and film investment B
loans 31(0) (23,789) (49,707)
Repayment of financial liabilities RN T ES ABER
at FVTPL B 3= 31(b) (8,239) (26,441)
Transaction costs attributable to BEBRETRAON
issue of shares RAAKR (1,355)
Lease rental paid ENHEERS = (682)
Net cash generated from/(used) FE XS FrA) Z
in financing activities REFEE 13,621 (50,367)
NET DECREASE IN CASHAND RE&ERIREZEERRELD
CASH EQUIVALENTS HER (25,667) (12,945)
Cash and cash equivalents at FMZRERFEEEIEH
beginning of year 38,826 52,003
Effect of foreign exchange rate EXEBNEE B8
changes, net 61 (232)
Cash and cash equivalents at FRZHRAERREEHEIERD
end of year 13,220 38,826
ANALYSIS OF BALANCES RERRELEEER
OF CASH AND CASH i
EQUIVALENTS
Cash and bank balances RE LIBTAER 13,220 38,826
The accompanying notes are an integral part of the consolidated ~ BEMIFsF A 4F & M FEMERAM—ZB D ©
financial statements.
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GENERAL INFORMATION

Smart Digital Technology Group Limited %8 #ifl £ H
BPR/AE] was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office and
principal place of business of the Company is Room 406,
4/F, Far East Finance Center, 16 Harcourt Road, Hong
Kong.

During the year and up to 31 December 2025, the
Company and its subsidiaries (the “Group”) were involved
in the media and culture business.

In the opinion of the directors of the Company (the
“Directors”), the single largest shareholder of the Company
is Timcha Investment Limited (“Timcha”), a company
wholly owned by JIEEZ2EXILEREFRAS (Jiangyin
Starlight Communications Co., Ltd.#), a limited company
incorporated in the People’s Republic of China (the “PRC”).
In the opinion of the Directors, as of 31 December 2025,
the Company had no single controlling shareholder.

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

e The English name of the entity registered in the PRC
represents the best efforts made by the management of the
Company to translate its Chinese name as the entity does
not have an official English name. The English translation of
the name is for identification purposes only.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Notes to the consolidated financial statements

in e M ERRMIEE

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

—iREH
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Notes to the consolidated financial statements (Continued)

2.1

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

MATERIAL ACCOUNTING POLICIES
INFORMATION

BASIS OF PREPARATION

The consolidated financial statements have been prepared
in accordance with HKFRS Accounting Standards
issued by the Hong Kong Institute of Certified Public
Accountings (“HKICPA”). For the purpose of preparation
of the consolidated financial statements, information is
considered material if such information is reasonably
expected to influence decisions made by primary users.
In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies
Ordinance.

Going concern assessment

As of 31 December 2025, the Group had net current
liabilities and net deficit of approximately HK$262,078,000
and HK$136,103,000 respectively. As at the same
date, the Group’s interest-bearing borrowings and
film investment loans, derivative financial liabilities and
financial liabilities at FVTPL amounted to approximately
HK$263,206,000 in total, while its cash and cash
equivalents only amounted to HK$13,220,000.

As at 31 December 2025, the Group defaulted on
repayment of certain principal and interest for interest-
bearing borrowings and film investment loans,
derivative financial liabilities and financial liabilities at
FVTPL amounting to approximately HK$150,484,000,
HK$25,658,000 and HK$67,349,000, respectively. As
at 31 December 2025, the others principal and interest
for interest-bearing borrowings and film investment
loans, derivative financial liabilities and financial liabilities
at FVTPL amounting to approximately HK$15,570,000,
HK$1,345,000 and HK$2,800,000, respectively, which
were not defaulted and repayable within one year.

2. EXEAEEREH

21 RBIEHE

REMBRENRBEBGSMAT ((EB
BEAIAE)) BEHENEBYHREER G5
ZRMEHR - B RGE SV HEREMS KA
HENGERMAETETE2EAEFLIR
ERBERENRRAERN I REME
BRI EBHMAERZMBERATESFLT
RA (TEHRA) REBADRINREZE
PR ER -

RERE G

RNZE_AFE+_BA=+—H ' x&EBZHR
FaEFEMEBMIFED FIZA262,078,000
BT /&136,103,0008 o REIH  AER
2 ERERBEREER TEEREaRE
EREAFTESAEGZNSHEERTNE
263,206,000  MERERIAEEEIEER
1£413,220,00038 73 °

WN_E_AE+_BA=+—H > xEBHERX
BEFTEEEREYREER TTETME
BREBEATEFABGZHNESHREENET
KEKRFME > DRIHA150,484,00048 7T~
25,658,000 7T /67,349,000 T IR - &
“EE+ZR=+—H HERBEREFK
EER - TEcRBaBEREZEAFEF AE
THEHEENEMNASRFIBEDANE
15,570,0003 7T ~ 1,345,0003% 75 & 2,800,000
B ZERBLAERNRBR—FEREER

BEHRKEBRIRART —BI1FEFER
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Notes to the consolidated financial statements (Continued)
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

2.

2.1

98

MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

BASIS OF PREPARATION (continueq)

Going concern assessment (continued)

These conditions indicate the existence of material
uncertainties which may cast significant doubt on the
Group’s ability to continue as a going concern and,
therefore, the Group may be unable to realise its assets
and discharge its liabilities in the normal course of
business. The Group has developed and implemented the
following liquidity plans and measures to address the going
concern issue:

(@)

The Group has been actively negotiating with
lenders for renewal and extension for repayments
of the overdue borrowings to reduce the liquidity
pressure of the Group. In 2024 and 2025, the Group
has repaid loans in the amount of approximately
HK$76.1 million and approximately HK$32.0 million
respectively;

The Group has been exploring the possibility of
raising capital by way of equity financing to support
the Group to explore new business opportunities,
including but not limited to the satellite business, to
broaden the Group’s client and revenue base and
increase investment returns to the shareholders of
the Company;

The Group will continue to implement business
strategy to enhance the Group’s profitability and cash
inflows; and

The Group will continue to take active measures
to control costs and prioritise film investments
expenditures so as to improve the Group’s cash
outflows.

2. EXEHEEH @

2.1 RUEHE

HEEET L e

ZEBRBTREFAEEATHBRAER L
AEBFECSERENDBREARER AL &
EEFEEEINEREBBRETERAEEE
hREEHBR - AEECHIELERL TR
HET B REHUREEKERE

(@) HAEE—BHEBHAFMERBAMEEK
EHREER BB EETER LURE AR
EENRHEEEN - R_E_UEK
TECRFE > AEREDNEEERAL
76.1EERTKRN32.08EETT;

b)) FEE-BEERREBREMENSI
EEESMEY UEXFAEEERE
MBEK (BREETREREEER) - it
Mmih R AL BB E P B U &5 I 1 0
TABREHIRELR ;

) FEERBEEBHREBRBELURENLE
ENEAEIRBEER[/A ; &

(d) 7S [ S Ak A R EDURR AR 38 It A2 1) B
REBREEBREFRESXL  URELXE
EIRE ML o
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Notes to the consolidated financial statements (Continued)

2.1

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

BASIS OF PREPARATION (continueq)

Going concern assessment (continued)

The directors of the Company are of the opinion that, after
the abovementioned plans and measures progressively
take effect, the financial condition of the Group will be
restored and the material uncertainties relating to going
concern will be properly addressed. The directors of the
Company therefore hold the view that the Group will have
sufficient working capital to meet its financial obligations
as and when they fall due for the next twelve months from
31 December 2025. Accordingly, the consolidated financial
statements have been prepared on a going concern basis.

However, should the Group fail to implement the
abovementioned plans and measures, it might not be able
to continue to operate as a going concern, in which case
adjustments might have to be made to the carrying values
of the Group’s assets to their recoverable amounts, to
provide for any further liabilities which might arise and to
reclassify the non-current assets as current assets. The
effects of these adjustments have not been reflected in the
consolidated financial statements.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.2 APPLICATION OF NEW AND

AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS

Amendments to a HKFRS Accounting
Standard that are mandatorily effective for
the current year

In current year, the Group has applied the following
amendments to a HKFRS Accounting Standard issued
by the HKICPA for the first time, which are mandatorily
effective for the Group’s annual period beginning on 1
January 2025 for the preparation of the consolidated
financial statements:

Amendments to
HKAS 21

Lack of Exchangeability

The application of the amendments to a HKFRS
Accounting Standard in the current year has had no
material impact on the Group’s financial positions and
performance for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.

2.

2.2
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Notes to the consolidated financial statements (Continued)

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.2 APPLICATION OF NEW AND
AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS

NEW AND AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS IN ISSUE
BUT NOT YET EFFECTIVE

The Group has not early applied the following new and
amendments to HKFRS Accounting Standards that have
been issued but are not yet effective:

Amendments to
HKFRS 9 and
HKFRS 7

Amendments to
HKFRS 9 and
HKFRS 7

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKFRS Accounting
Standards

HKFRS 18

Amendments to
HKAS 21

Amendments to the
Classification and
Measurement of Financial
Instruments?

Contracts Referencing Nature -
dependent Electricity?

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

Annual Improvements to HKFRS
Accounting Standards —
Volume 117

Presentation and Disclosure in
Financial Statements®

Translation to a Hyperinflationary
Presentation Currency®

U Effective for annual periods beginning on or after a date to

be determined.

e Effective for annual periods beginning on or after 1 January
2026.

e Effective for annual periods beginning on or after 1 January
2027.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.2 APPLICATION OF NEW AND

AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS

NEW AND AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS IN ISSUE
BUT NOT YET EFFECTIVE

Except for the new HKFRS Accounting Standard
mentioned below, the directors of the Company anticipate
that the application of all other amendments to HKFRS
Accounting Standards will have no material impact on the
consolidated financial statements in the foreseeable future.

HKFRS 18 “Presentation and Disclosure in
Financial Statements”

HKFRS 18 “Presentation and Disclosure in Financial
Statements”, which sets out requirements on presentation
and disclosures in financial statements, will replace HKAS
1 “Presentation of Financial Statements”. This new HKFRS
Accounting Standard, while carrying forward many of the
requirements in HKAS 1, introduces new requirements
to present specified categories and defined subtotals in
the statement of profit or loss; provide disclosures on
management-defined performance measures in the notes
to the financial statements and improve aggregation
and disaggregation of information to be disclosed in the
financial statements. In addition, some HKAS 1 paragraphs
have been moved to HKAS 8 and HKFRS 7. Minor
amendments to HKAS 7 “Statement of Cash Flows” and
HKAS 33 “Earnings per Share” are also made.

HKFRS 18, and amendments to other standards, will be
effective for annual periods beginning on or after 1 January
2027, with early application permitted. The application
of the new standard is expected to affect the structure
and presentation of the statement of profit or loss and
disclosures in the future financial statements. The Group is
in the process of assessing the detailed impact of HKFRS
18 on the Group’s consolidated financial statements.
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Notes to the consolidated financial statements (Continued)

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structured entities) controlled by the Company and its
subsidiaries. Control is achieved when the Company:

° has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss from the date the Group gains control until
the date when the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive
income of the subsidiaries is attributed to the owners of
the Company and to the non controlling interests even if
this results in the non-controlling interests having a deficit
balance.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Basis of consolidation (continuea)

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to
a proportionate share of net assets of the relevant
subsidiaries upon liquidation.

Fair value measurement

The Group measures financial assets of FVTPL, its financial
liabilities at FVTPL and derivative financial liabilities at fair
value at the end of each reporting period. Fair value is
the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.
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Notes to the consolidated financial statements (Continued)
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured
or disclosed in the consolidated financial statements are
categorised within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to
the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is unobservable

Level 2 -

Level 3 -

For assets and liabilities that are recognised in the
consolidated financial statements on a recurring
basis, the Group determines whether transfers have
occurred between levels in the hierarchy by reassessing
categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the
end of each reporting period.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

106

(continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
contract assets, deferred tax assets and financial assets),
the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs
of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that
are largely independent of those from other assets or
groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset
belongs. In testing a cash-generating unit for impairment, a
potion of the carrying amount of a corporate assets (e.g.,
a headquarters building) is allocated to an individual cash-
generating unit if it can be allocated on a reasonable and
consistent basis or, otherwise, to the smallest group of
cash generating units.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An
impairment loss is charged to profit or loss in the period in
which it arises in those expense categories consistent with
the function of the impaired asset.
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2. MATERIAL ACCOUNTING POLICIES 2. EXEHEBESE =
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES 2.3 EAEHHEE @

(continueq)

Impairment of non-financial assets EEMBEZIRE @

(continueq)

An assessment is made at the end of each reporting REREHER RS BEEATRERE
period as to whether there is an indication that previously FIER 2 REBEBIBEFEEXAIESHIE
recognised impairment losses may no longer exist or Hlfm o mMBEZSEN R BEHEs 0 KEE
may have decreased. If such an indication exists, the RBEoLHMEE (FEEBE) BRZRERS
recoverable amount is estimated. A previously recognised BrERNRAUEETZEEZIKREEE 2
impairment loss of an asset other than goodwill is reversed RS TUEDLD BELSERAESNE
only if there has been a change in the estimates used REBAFELUEMZEERDBEHBEME
to determine the recoverable amount of that asset, but BZREE OB EEITE ) o tLRERS
not to an amount higher than the carrying amount that BB AZEEZEAZBEAC

would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment
loss is credited to profit or loss in the period in which it
arises.
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2. MATERIAL ACCOUNTING POLICIES 2. EXEHHEEEER »

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES 23 EXEHEHEE =

(continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss
in the period in which it is incurred. In situations where
the recognition criteria are satisfied, the expenditure for
a major inspection is capitalised in the carrying amount
of the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual
assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life. The
principal annual rates used are as follows:

Furniture and fixtures 25%
Office equipment 25%
Motor vehicles 30%
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Property, plant and equipment and
depreciation (continuead)

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at the end of each of the reporting
period.

An item of property, plant and equipment including
any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in profit or loss in the
year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the
relevant asset.

Investment in films, television programs
and program rights

Investment in films and television programs includes
the unamortised costs of completed films and television
programs which have been produced or acquired by the
Group.

For films and television programs produced by the Group,
capitalised costs include all direct production costs,
production overheads and capitalised interest. Costs of
program rights comprise fees paid and payable under
agreements, direct costs/expenses incurred during the
production of films, and fees for the reproduction and/
or distribution of films. Production overheads include
allocated costs of individuals or departments with exclusive
or significant responsibility for production of fiims and
excludes printing and advertising costs.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

110

(continued)

Investment in films, television programs
and program rights (continued)

Investment in films, television programs and program
rights is stated at cost less accumulated amortisation and
impairment loss. The Group amortises its costs based on
the proportion of projected revenue income over the life of
a film/television program. Any portion of the unamortised
amount that appears not to be recoverable is impaired in
the period the loss becomes evident.

Investment in films, television programs and program
rights is stated at the lower of amortised cost and
estimated fair value. The valuation of investment in films,
television programs and program rights, whether released
or unreleased, is reviewed on a title-by-title basis, when
an event or change in circumstances indicates that the
fair value of a film or television program is less than its
carrying amount. In determining the fair value of its fim
and television program, the Group generally employs a
discounted cash flow (“DCF”) methodology that includes
cash flow estimates of a film’s ultimate revenue and costs
as well as a discount rate. The discount rate utilised in the
DCF analysis is based on the weighted average cost of
capital of the Group plus a risk premium representing the
risk associated with producing a particular film or television
program. The fair value of any film costs associated
with a film or television program that management plans
to abandon is zero. Impairment loss is recorded in the
amount by which the carrying amount exceeds the
estimated fair value of the film or television program.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continueq)

Intangible assets
Copyright of content

Copyright of content purchased from writers are initially
recognised and measured at costs. Copyrights of contents
acquired in a business combination are recognised initially
at fair value at the acquisition date. Copyrights of contents
are amortised on a straight-line basis over their estimated
useful economic lives of 18 months to 6 years.

Leases

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

()  Group as a lessee

The Group applies a single recognition and
measurement approach for all leases, except for
short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the
right to use the underlying assets.
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES 2. EXEHHEEEER »

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES 2.3 EAE:HHE @

(continued)

Leases (continued) HE @

()  Group as a lessee (continued) () FTEEEHZEBEA @)
(a) Right-of-use assets (a) EHEESE

112 SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Right-of-use assets are recognised at the
commencement date of the lease (that is the
date the underlying asset is available for use).
Right-of-use assets are measured at cost, less
accumulated depreciation and any impairment
losses, and adjusted for remeasurement
of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities
recognised, initial direct costs incurred,
and lease payments made at or before the
commencement date less any lease incentives
received. Right-of-use assets are depreciated
on a straight-line basis over the shorter of the
lease terms and the estimated useful lives of
the assets.

If ownership of the leased asset transfers to
the Group by the end of the lease term or the
cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated
useful life of the asset.
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2. EXEHHEEREN @

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Leases (continued)

()  Group as a lessee (continued)

(b)

Lease liabilities

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

In calculating the present value of lease
payments, the Group uses its incremental
borrowing rate at the lease commencement
date because the interest rate implicit in the
lease is not readily determinable. After the
commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments
made. In addition, the carrying amount of
lease liabilities is remeasured if there is a
modification, a change in the lease term, a
change in lease payments (e.g., a change to
future lease payments resulting from a change
in an index or rate) or a change in assessment
of an option to purchase the underlying asset.
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Leases (continued)

()

Group as a lessee (continued)

(c) Short-term leases

The Group applies the short-term lease
recognition exemption to its short-term leases
of office equipment (that is those leases that
have a lease term of 12 months or less from
the commencement date and do not contain
a purchase option). Lease payments on short-
term leases are recognised as an expense on a
straight-line basis over the lease term.

Investments and other financial assets

()

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Initial recognition and measurement

Financial assets are classified, at initial recognition,
as subsequently measured at amortised cost, fair
value through other comprehensive income, and fair
value through profit or loss.

The classification of financial assets at initial
recognition depends on the financial asset’s
contractual cash flow characteristics and the
Group’s business model for managing them.
With the exception of trade receivables that do
not contain a significant financing component
or for which the Group has applied the practical
expedient of not adjusting the effect of a significant
financing component, the Group initially measures
a financial asset at its fair value, plus in the case of
a financial asset not at fair value through profit or
loss, transaction costs. Trade receivables that do
not contain a significant financing component or for
which the Group has applied the practical expedient
are measured at the transaction price determined
under HKFRS 15 in accordance with the policies set
out for “Revenue recognition” below.
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2. EXEHEREH »

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Investments and other financial assets
(continueq)

()

Initial recognition and measurement
(continued)

In order for a financial asset to be classified and
measured at amortised cost or fair value through
other comprehensive income, it needs to give rise to
cash flows that are solely payments of principal and
interest (“SPPI”) on the principal amount outstanding.
Financial assets with cash flows that are not SPPI are
classified and measured at fair value through profit or
loss, irrespective of the business model.

The Group’s business model for managing financial
assets refers to how it manages its financial assets
in order to generate cash flows. The business
model determines whether cash flows will result
from collecting contractual cash flows, selling the
financial assets, or both. Financial assets classified
and measured at amortised cost are held within a
business model with the objective to hold financial
assets in order to collect contractual cash flows,
while financial assets classified and measured at
fair value through other comprehensive income are
held within a business model with the objective of
both holding to collect contractual cash flows and
selling. Financial assets which are not held within the
aforementioned business models are classified and
measured at fair value through profit or loss.

Purchases or sales of financial assets that require
delivery of assets within the period generally
established by regulation or convention in the
marketplace are recognised on the trade date, that
is, the date that the Group commits to purchase or
sell the asset.
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Notes to the consolidated financial statements (Continued)

4 A
e 3

A5 ER R MI=E (B8

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Investments and other financial assets
(continueq)

(i)

Subsequent measurement

The subsequent measurement of financial assets
depends on their classification as follows:

Financial assets at amortised cost (debt
instruments)

Financial assets at amortised cost are subsequently
measured using the effective interest method
and are subject to impairment. Gains and losses
are recognised in profit or loss when the asset is
derecognised, modified or impaired.

Financial assets at FVTPL

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss includes
any dividend or interest earned on the financial asset.
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES 2. EXEHEBESE =
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES 23 EXEHEHEE =

(continueq)

Investments and other financial assets KRERHEMEMEE @

(continueq)

(i) Derecognition of financial assets (i) ARLEFESR 2 B E
The Group derecognises a financial asset only when AEBEGTEEMELRERENGN
the contractual rights to the cash flows from the B E MR ILEEESHREE-

asset expire.

On derecognition of a financial asset measured at PR IEERDZREEN AT ENEMREE

amortised cost, the difference between the asset's o ZEERAEAS B RERRELR

carrying amount and the sum of the consideration Mz ENERBERBER PR

received and receivable is recognised in profit or

loss.
Impairment of financial assets TRMEERE
The Group performs impairment assessment under ECL AEBRRBEESEVBREENFIRBIETELR
model on financial assets (including trade receivables, EEEBEELNNBETRAENGZEMEE
prepayments, other receivables and cash and cash (BIEE 5 EUWEIE  TAT B~ HM IR
equivalents) and contract assets which are subject to ERASRIRESEEER RaNBEEETH
impairment assessment under HKFRS 9. The amount of Bt - TR EEHRESENSREBER
ECL is updated at each reporting date to reflect changes in URMEEREB T ER UK EH) o

credit risk since initial recognition.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

118

(continued)

Impairment of financial assets (continued)

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m
ECL”) represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after the reporting date. Assessments
are done based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment
of past events and current conditions at the reporting date
as well as the forecast of future economic conditions.

The Group always recognises lifetime ECL for trade
receivables and contract assets.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless there has been a
significant increase in credit risk since initial recognition,
in which case the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of
a default occurring since initial recognition.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Impairment of financial assets (continued)

()

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument
as at the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without
undue cost or effort. Forward-looking information
considered includes the future prospects of the
industries in which the Group’s debtors operate, as
well as consideration of various external sources of
actual and forecast economic information that relate
to the Group’s core operations.

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;
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2. MATERIAL ACCOUNTING POLICIES 2.
INFORMATION (continued)

BREHBEREEHR @

2.3 MATERIAL ACCOUNTING POLICIES 23 EXEHEHEE =

(continueq)

Impairment of financial assets (continued)
(i) Significant increase in credit risk (continued)

o 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.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit risk
has increased significantly since initial recognition
when contractual payments are more than 30
days past due, unless the Group has reasonable
and supportable information that demonstrates
otherwise.
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continueq)

Impairment of financial assets (continued)

()

(i)

Significant increase in credit risk (continued)

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

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 collaterals held by
the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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2. MATERIAL ACCOUNTING POLICIES 2.
INFORMATION (continued)

BREHBEREEHR @

2.3 MATERIAL ACCOUNTING POLICIES 23 EXEHEHEE =

(continueq)

Impairment of financial assets (continued)
(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

(@  significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past
due event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider; or

(d) it is becoming probable that the borrower

will enter bankruptcy or other financial
reorganization.
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2. EXEHHEEREN @

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Impairment of financial assets (continued)

(iv) Write-off policy

v)

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial
assets written off may still be subject to enforcement
activities under the Group’s recovery procedures,
taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or
loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data and forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights. The Group uses a practical expedient in
estimating ECL on trade receivables using a provision
matrix taking into consideration historical credit loss
experience, adjusted for factors that are specific
to the debtors, general economic conditions and
forward-looking information, including time value of
money where appropriate, that is available without
undue cost or effort.
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continueq)

Impairment of financial assets (continued)

v)

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Measurement and recognition of ECL
(continueq)

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.
For a lease receivable, the cash flows used for
determining the ECL is consistent with the cash flows
used in measuring the lease receivable in accordance
with HKFRS 16.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continueq)

Financial liabilities

()

Initial recognition and measurement

Financial liabilities are classified, at initial recognition,
as financial liabilities at FVTPL, financial liabilities
at amortised cost, or as derivatives designated
as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair
value and, other than financial liabilities at FVTPL, net
of directly attributable transaction costs.

The Group’s financial liabilities include other
payables, interest-bearing borrowings and film
investment loans, derivative financial liabilities,
financial liabilites at FVTPL, and amount due to a
shareholder.
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Financial liabilities (continued)

(i)

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Financial liabilities at FVTPL
Financial liabilities at FVTPL include financial liabilities
designated upon initial recognition as at FVTPL.

Financial liabilities designated upon initial recognition
at FVTPL are designated at the initial date of
recognition, and only if the criteria in HKFRS 9 are
satisfied. Gains or losses on liabilities designated at
FVTPL are recognised in profit or loss, except for the
gains or losses arising from the Group’s own credit
risk which are presented in other comprehensive
income with no subsequent reclassification to profit
or loss. The net fair value gain or loss recognised in
profit or loss does not include any interest charged
on these financial liabilities.
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Financial liabilities (continued)

(i)

Subsequent measurement (continued)

Financial liabilities at amortised cost

After initial recognition, other payables and interest-
bearing borrowings and film investment loans and
amount due to a shareholder are subsequently
measured at amortised cost, using the effective
interest rate method unless the effect of discounting
would be immaterial, in which case they are stated
at cost. Gains and losses are recognised in profit
or loss when the liabilities are derecognised as well
as through the effective interest rate amortisation
process.

Amortised cost is calculated by taking into account
any discount or premium on acquisition and fees
or costs that are an integral part of the effective
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Derivative financial instruments TEERMTIA

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and
are subsequently remeasured to their fair value at the
end of the reporting period. The resulting gain or loss
is recognised in profit or loss.

A derivative is presented as a non-current asset or
a non-current liability if the remaining maturity of the
instrument is more than 12 months and it is not due
to be realised or settled within 12 months. Other
derivatives are presented as current assets or current
liabilities.
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continueq)

Financial liabilities (continued)

(i)

(iv)

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Derecognition of financial liabilities

A financial liability is derecognised when, and only
when, the obligation under the liability is discharged
or cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability,
and the difference between the respective carrying
amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is presented in the consolidated
statement of financial position when and only when
there is a currently enforceable legal right to offset
the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
demand deposits, and short-term highly liquid deposits
with a maturity of generally within three months that are
readily convertible into known amounts of cash, subject
to an insignificant risk of changes in value and held for the
purpose of meeting short-term cash commitments.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to
be reimbursed, the reimbursement is recognised as a
separate asset, but only when the reimbursement is
virtually certain. The expense relating to a provision is
presented in profit or loss net of any reimbursement.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected
to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage
of time is included in finance costs in profit or loss.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in
which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in
a transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss and
does not give rise to equal taxable and deductible
temporary differences; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the temporary
differences can be controlled and it is probable that
the temporary differences will not reverse in the
foreseeable future.

Notes to the consolidated financial statements (Continued)
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Notes to the consolidated financial statements (Continued)
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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Income tax (continuead)

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss and does not give rise to equal
taxable and deductible temporary differences; and

° in respect of deductible temporary differences
associated with investments in subsidiaries and
deferred tax assets are only recognised to the extent
that it is probable that the temporary differences
will reverse in the foreseeable future and taxable
profit will be available against which the temporary
differences can be utilised.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

132

(continued)

Income tax (continuead)

The carrying amount of deferred tax assets is reviewed at
the end of each of the reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and
the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority on
either the same taxable entity or 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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2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with.
When the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that
the costs, for which it is intended to compensate, are
expensed.

Revenue recognition

()

Revenue from contracts with customers

Revenue from contracts with customers is
recognised when control of goods or services is
transferred to the customers at an amount that
reflects the consideration to which the Group
expects to be entitled in exchange for those goods
or services.

When the consideration in a contract includes a
variable amount, the amount of consideration is
estimated to which the Group will be entitled in
exchange for transferring the goods or services to
the customer. The variable consideration is estimated
at contract inception and constrained until it is highly
probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not
occur when the associated uncertainty with the
variable consideration is subsequently resolved.
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2. EXGHHEEH »

2. MATERIAL ACCOUNTING POLICIES
INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Revenue recognition (continued)

()  Revenue from contracts with customers
(continueq)

(a)

(b)

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Revenue from films

Revenue from films is recognised at the later
of when the subsequent sale or usage of the
royalties occurs, and when the performance
obligation to which some or all of the sales-
based or usage based royalty has been
allocated has been satisfied (or partially
satisfied). The actual amounts due to the
Group under these arrangements are generally
not reported to the Group until after the close
of the reporting period. The Group records
revenue under these arrangements for the
amounts due but not yet reported to the Group
based on estimates of the sales or usage of
the royalties and pursuant to the terms of
the contracts. Such estimates are based on
information from the statement of net receipt,
historical experience with similar genres in that
market or territory, the performance of the
genres in other markets, and/or data available
in the industry.

Consulting service income
Consulting service income is recognised when
the related services are rendered.
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Notes to the consolidated financial statements (Continued)

i a M ERR M (B
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Revenue recognition (continued)
(i) Revenue from other sources

(@) Interestincome

Interest income is recognised on an accrual
basis using the effective interest method
by applying the rate that exactly discounts
the estimated future cash receipts over the
expected life of the financial instrument or a
shorter period, when appropriate, to the net
carrying amount of the financial asset.

Contract assets

If the Group renders services to a customer before being
unconditionally entitled to the consideration under the
contract terms, a contract asset is recognised for the
earned consideration that is conditional. Contract assets
are subject to impairment assessment, details of which
are included in the accounting policies for impairment
of financial assets. They are reclassified to trade
receivables when the right to the consideration becomes
unconditional.

Contract liabilities

A contract liability is recognised when a payment is
received or the payment is due (whichever is earlier) from
a customer before the Group renders the related services.
Contract liabilities are recognised as revenue when the
Group performs under the contract (i.e., transfers control
of the related goods or services to the customer).
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2. MATERIAL ACCOUNTING POLICIES 2. EXEHHEEEER »

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES 23 EXEHEHEE =

(continued)

Employee benefits
Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for employees in Hong Kong. Contributions
are made based on a percentage of the employees’ basic
salaries and are charged to profit or loss as they become
payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from
those of the Group in an independently administered fund.
For long service payment (“LSP”) under the Hong Kong
Employment Ordinance, details are set out in note 39 to
the consolidated financial statements.

The employees of the Group’s subsidiary which operates
in Chinese Mainland are required to participate in a
central pension scheme operated by the local municipal
government. The subsidiary is required to contribute
certain percentage of its payroll costs to the central
pension scheme. The contributions are charged to profit or
loss as they become payable in accordance with the rules
of the central pension scheme.

The employees of the Group’s subsidiaries which operate
outside Hong Kong and PRC are covered by other
defined-contribution pension plans sponsored by the
government of their respective country of residence.
The Group’s employer contributions vest fully with the
employees when contributed into the pension schemes.

For each of the two financial years ended 31 December
2024 and 2025, there was no forfeited contribution under
the MFF Scheme and the other defined contribution
retirement benefit plans of the Group which may be used
by the Group to reduce the contribution payable in the
future years.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Borrowing costs

All interest-bearing borrowings and film investment loans
costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing
of funds.

Foreign currencies

These consolidated financial statements are presented
in Hong Kong dollars, which is the Company’s functional
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that
functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using
their respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of
the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or
loss.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

138

(continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when
the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on
change in fair value of the item (i.e., translation difference
on the item whose fair value gain or loss is recognised
in other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).

In determining the exchange rate on initial recognition of
the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-
monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance
consideration.
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2. MATERIAL ACCOUNTING POLICIES

INFORMATION (continued)

2.3 MATERIAL ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries
are currencies other than Hong Kong dollars. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into Hong Kong dollars at the
exchange rates prevailing at the end of the reporting period
and their statements of profit or loss are translated into
Hong Kong dollars at the exchange rates that approximate
to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
reserve, except to the extent that the differences are
attributable to non-controlling interests. On disposal of
foreign operations, the cumulative amount in the reserve
relating to that particular foreign operation is recognised in
profit or loss.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

2. EXEHEREH »

23 EXGETHE =

SNEE @)

AETEINEBABNINEEE BTN
ER-NREHR ZSBRNEERERR
RERRNEREXRMES B HiBx

RAXZHANEREXRBEENERIRER
AT

FREENERZBENEtE2E R ESIL R
EXEERS ERBNIFERERERE
BRON e HE BN EHR  ZRFERPTHERZBE B
SNEFEEN RSt RN IB MRS o

MEGRENERMS  BINNEBLATNER
TRERFEEREANNERMES BT
REEEFEEENEINBEADNEE LR
EREVENMETHEZBBED/ BT
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial
statements requires management to make judgements,
estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require
a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

(@ Judgements

In the process of applying the Group’s accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the
amounts recognised in the consolidated financial
statements:

Going concern and liquidity

In the process of applying the Group’s accounting
policies, apart from those involving estimations,
management has prepared the consolidated financial
statements on the assumption that the Group will be
able to operate as a going concern in the coming
year, which is a critical judgement that has significant
effect on the amounts recognised in the consolidated
financial statements. The assessment of the going
concern assumptions involve making judgements
by the Directors, at a particular point of time, about
the future outcome of events or conditions which
are inherently uncertain. The Directors consider that
the Group has the ability to continue as a going
concern and the major events or conditions, that
may individually or collectively cast significant doubt
on the going concern assumptions, are disclosed in
note 2.1 to the consolidated financial statements.

3. FEFFHHIE KRGS

MRTEBRGEMBREFECERFHA
B et R ZEHE - B RBRREE
BWm A BERERZEZREBRERZ
REENUKRUARERZRE -ZFRR
G2 A RERARTEERANBRERE
EEEYERZREEFHERBR-

(a) FIER

EREAAERSHTHERNBRES 1
BB EH LT HE OF R fh 5t & RSN >
ZEFEH NS M BRENERDNE
BPEEREATE !

RERAERGTERE R4 kb5t
N EEEERRXAEERF R AN
REBKEEAEEERRGESUHR
ROBBRB—BEXRAM HHEGRS
MERRNOCHEISBEAZEER THE
FECERRIRESNE B ERMH
ROFLIE A A HEE MR E SRR R 2R
ERFLAE -ZEFXREEEARE

REFBEEEEEEZE > Mo EE 5
AHFERHHFBELERRELE AR
B EEZEHFHBERNGES M B REM
FE2. 1B o
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3. SIGNIFICANT ACCOUNTING 3. FETHAEIREST @

JUDGEMENTS AND ESTIMATES

(continueq)

(b) EEtARERRE

(b) Estimation uncertainty

The key assumptions concerning the future and
other key sources of estimation uncertainty at the
end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year, are described below.

()

Impairment of non-financial asset

The Group assesses whether there are
any indicators of impairment for all non-
financial assets at the end of each reporting
period. Non-financial assets are tested for
impairment when there are indicators that the
carrying amounts may not be recoverable. An
impairment exists when the carrying value of
an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its
fair value less costs of disposal and its value in
use. The calculation of the fair value less costs
of disposal is based on available data from
binding sales transactions in an arm’s length
transaction of similar assets or observable
market prices less incremental costs for
disposing of the asset. When value in use
calculations are undertaken, management must
estimate the expected future cash flows from
the asset or cash-generating unit and choose
a suitable discount rate and related capital
injection assumptions in order to calculate the
present value of those cash flows.

AAERH TEAMBEEEERE RN
FREEFEEAFAENERRRNRS
HARABRRENEZRR MG AEE
EROHEMEERIRHHIDOT -

() FZHEERE
REMEPR > EBEFEFAEIF
TMEEESTEETMBAENR -
FEMEENBEPRRBEKRLEE
WEREERFETRENS -EE
ERRTELTEUNKRAEESR
HellelsE BIEAFERLE
RERERBEMETHNRSE)
> BITF AR BB o A T (BB H & B
FRBBRATFTRNETEANOR
THENEERERZMBIHNE
BRAABEERTHERREILER
ENEENAMHE EtEER
BER  EEB ARG RAREKE
BEESNREEEEMMNRESRM
£ R EZEEENFEXRIAR
TERRGAIEZSEHETARENR
B
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3. FEFGHAEN R @
JUDGEMENTS AND ESTIMATES

(continued)

(b) HEFFAEERE @

(b) Estimation uncertainty (continuea)

(i) Impairment of investment in films, (i) B -EBHREEREERIE
television programs and program RER R E
rights
The costs of investment in films, television B BERMNEMMEREREZ
programs and program rights are amortised MARNREY EROEEHR
upon the release of a film/television program Bt mEE RN ER ERE
based on the proportion of projected revenue B 1TREE - HIRA T IR BB R
over the life of the film/television program. NAREHESENEABDREER
Any portion of the unamortised amount that FHEEHAE T LURE - A Bl 282
appears not to be recoverable is impaired in REErNERMBENTIEE
the period when the loss becomes evident. HERERMRETE ZEMerr
The recoverable amounts are determined WhElEEAkEgAAELEAE
with reference to the marketability of each AEELE-FREE LA™
of the films and television programs, and the SR URRKRBEERZESE
current market conditions. These estimated REMELEBEEC- BT
recoverable amounts can change significantly BREFNREXE- BB
due to various factors such as the past box BREONE M EREREEURE
office record of the lead actors and actresses, BoWEl =BT ARAREREN
the genre of the film, pre-release market IR BER G M BRFRMEE200
research and agreement for future sales. This
could have an impact on the Group’s results
of operations. Details of investment in films,
television programs and program rights, and
the key assumptions applied in the calculation
of recoverable amounts, are disclosed in note
20 to the consolidated financial statements.

(iii) Fair value measurement of financial (i) THEEZ A FEFE

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

liabilities

The fair value of financial liabilities measured
at level 3 fair value, which include financial
liabilities at FVTPL and derivative financial
liabilities, requires significant assumptions
and estimates, including estimating the future
revenue from films and determining appropriate
discount rates and other assumptions.
Changes in these assumptions and estimates
could materially affect the respective fair values
of these financial liabilities. Details of the key
assumptions used and the impact of changes
to these assumptions are disclosed in note 35
to the consolidated financial statements.

BREZMATEFENEZHMER
ZATE (BEBRAFESARTR
NEmaERTESRER) RIEF
EEARBRKG BREGEEER
FIeRKEmhEEBEENKER
KREMERE - ZFRERMEETH
SR HRTTHMABENE
HRATEENERTE -BFRHPMEK
RERRIRZERREDZE
ENFBERENGSMBRERME
$350
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3. SIGNIFICANT ACCOUNTING 3. FEEHHE KM @

JUDGEMENTS AND ESTIMATES

(continueq)

(b) Estimation uncertainty (continued) (b) fHEtAEERE @

(iv) Provision for expected credit losses (iv) B 5 REWHIER S EER

on trade receivables and contract TG BT 1818 E
assets
The loss allowances of trade receivables, and BSRWREBEBREENEENEIE
contract assets are based on assumptions BEILDENBRENRR FBIHE
about risk of default, expected loss rates and BELAEEENNBRR -EEE
forward-looking information. Management uses BEATEL -REMEBERIEE
judgements in making these assumptions and REARNAIBEEER  RIEHZ
selecting the inputs to the calculation, based EBRRMEESENG ABER
on the past history, existing market conditions ERYE -FTRAEZERRNFEED
as well as forward-looking information at the ARG EMBRERMEF 171918
end of each of the reporting period. Details FEo

of the key assumptions used are disclosed in
notes 17 and 19 to the consolidated financial
statements, respectively.

CYREEEMBRART —Z_IFER 143



Notes to the consolidated financial statements (Continued)

B M FEsERR MR (B

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

4,

144

OPERATING SEGMENT
INFORMATION

For management purposes, the Group is organised into
business units based on their products and services
and has only one reportable operating segment which
is the media and culture business segment, of which it
engages in investment in the production and distribution
of entertainment content such as films and television
programs.

HKFRS 8 “Operating Segments” requires operating
segments to be identified on the basis of internal reporting
about components of the Group that are regularly reviewed
by the chief operating decision-makers in order to allocate
resources to segments and to assess their performance.
The information reported to the Directors, who are the
chief operating decision-makers, for the purpose of
resource allocation and assessment of performance
does not contain discrete operating segment financial
information and the Directors reviewed the financial results
of the Group as a whole. Therefore, no further information
about the operating segment is presented.

Geographical information

The Group mainly operates in USA, Hong Kong and
the PRC, and the geographical segment information as
required by HKFRS 8 “Operating Segments” is presented
as follows:

(a) Revenue from external customers

4,

HESEBEH

WP EEEE AR ERBEERRRBEE
TEBEENNE LEE—BTRROESH
B MEREXIEEBIH REUFERDH
Y REROESRENTNRE

BBE SIS E R HEN T D8 AT
IBMERAREEHHBIEE RO BRI
% 3 - B HA 28 B 60 74 99 s 2 [ < 50 8 P
ZABBEEARELEN B EE-HES
(EEEEREE) REFDRIRRERT
b2 FBYE R I R G & 18 T BB S 8
M BEN BEEEEAEEEEOM
2o Al BE2RAMSEHBOE—S
Bkt

& J e

FEBFTENZE -EBRPEEE  EBY
Fr R & 2 Q) SB85% M & ) BF ) A7 E AV & 79 &P
BHZ25WTF

@ XKEI}BERZ Kz

2025 2024

ke 82 —ETmE

HK$’000 HK$'000

TERT TET

USA ES 21,909 40,369

The revenue information above is based on the location of
the customers.
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KENEEFE @

Geographical information (continued) & E¥ @

(b) Non-current assets (b) FETEBEE
2025 2024
—E"HEF TEyE
HK$’000 HK$'000
FAT FAET
USA 25 123,340 289,686
Hong Kong 548 2,635 3,450
125,975 293,136

The non-current assets information above is based
on the locations of the assets and excluded other
receivables and deposits.

Information about major customers

Revenue from major customers individually amounting

FHIFRBEEER AR EERT M
RAGEEMEBRRIBERIZE

ERXEERZEH

REENEAERBUWDAI0ONNEERR

to over 10% of the total revenue of the Group is set out MW= &EFIWT -
below:

2025 2024
—E"RE —EE
HK$’000 HK$’000
FAT FAET
Customer A ZHRA 15,891 26,197
Customer B =ZFAB 4,570 7,309
Customer C* BRC* - 6,863
20,461 40,369

This customer did not contribute over 10% of the total
revenue of the Group for the year ended 31 December
2025.

. ZERRBE-E_AF+_A=+—HL
FREI A EBMABUA10%
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5. REVENUE, OTHER INCOME AND 5. Wras ~ HUg A B U s
GAINS
Revenue from contracts with customers kEEREHNZHE
(a) Disaggregated revenue information (a) Dz EH
2025 2024
—E"RE —EUE
HK$’000 HK$’000
FET FAET
Revenue from films generated REERMIBE R 2 W
from USA market, and NE— R RESR
recognised at a point in time 21,909 40,369
(b) Performance obligations (b) EBHIZTS
As at 31 December 2025, the amounts of WZE_AHE+_-_A=+—H 9
transaction price allocated to the remaining ERREBEANERBEERR AR —%F
performance obligations expected to be recognised BHEDAVNDZNRZEREED T
as revenue within one year and over one year #97%410,662,0008 0 (ZE M4
are approximately HK$10,662,000 (2024: 21,423,000787t) 525,951,000 7T (Z
HK$21,423,000) and HK$5,951,000 (2024: Z P94 1 16,397,00077T) ©

HK$16,397,000), respectively.

Other income and gains H i A R Y 2=
2025 2024
“E-hHE —ZNE
HK$’000 HK$’000
F#ET FET
Consulting service income 558 AR 75 U 1,380 598
Bank interest income IRITH B UA 134 134
Write back/waiver of interests payable  #[a] /4 & FE{TF) B
(Note a) (f5%a) 15,939 6,249
Write back of contract liabilities (Note b) &4 & &#[E] (Miztb) 37,353 =
Write back of other payables (Note c)  E & RIE#E[O] (Mfstc) 1,560 3,010
Refund of rental deposit EBOEERE - 242
Gain on early termination right-of-use 2RI IEFTRABEERK
assets and lease liabilities HEsGEzWE - 227
Gain on disposal of copyright licenses £ fir 8 5F 0] > Uk &% - 4,720
Artist management service income aABERBIBA 604 =
Others HAth 587 652
57,557 15,832
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5. REVENUE, OTHER INCOME AND
GAINS

Other income and gains

Notes:

(@)

During the year ended 31 December 2025, following
the releases of the final awards of the arbitration and/
or reached of settlement as disclosed in Note 40(b) and
40(e), the Group is not required to settle certain interests
payable accrued in previous years, accordingly, a total
amount of US$2,014,000 (equivalent to approximately
HK$15,939,000) write back of interests payable have been
recognised.

During the year ended 31 December 2024, the Group has
reached a deed of waiver with a borrower to waive the
interest payable amounted to HK$6,249,000.

The amount represents deposits received from customers
in previous years and it is noted that these customers have
de-registered during the year ended 31 December 2025.
Accordingly, the Group is no longer required to repay these
deposits and therefore a write back has been recognised.

The amount represents outstanding other payables
recognised in previous years and it is noted that the
counterparty has de-registered during the year ended
31 December 2025. Accordingly, the Group is no longer
required to repay and therefore a write back has been
recognised.

5. Mz~ H A B i as

H g A R W =
B E

@ REE-ZE-R&E+ZA=+—BHILEE
M BEE R RAERIBEMN R, EM R
(G AN FH40(0) e 40(e) T B) » AEEESE
EEHBTFEERSNETEMSHNE AL
B[Ol FE A7) B AB%E2,014,0005 7T (BE R L
15,939,000 7t) BF UHEsT ©

RBE-Z_NF+_A=+—HLEFER>
2&%&3%#)\%52%&9&7@%@%%&%%@‘
#]E6,249,00078 7t

() ZRESNBEFERRBEERNZZIE
BIzEERERBE_Z-_AF+°A8
—t+—HLEFERBHEEL Bt AERE

HHREEZSED MEEREL-

#

EjﬁALEfﬁfﬁﬁ 2 REBEME
BIZBFHERBEZ LR
+ ALEFERNBHEER EIL &

=
jt
B=
NEFBEBEZNE HEEDED -

wm+ N
mlwﬁ;&
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6.

148

PROFIT/(LOSS) BEFORE TAX 6. BR#AIEH  (E518)
The Group’s profit/(loss) before tax is arrived at after NEBBRRANER S (B51R) TH &0 (5t
charging/(crediting): AN UTEBERER !
2025 2024
—E"hHE —EE
HK$’000 HK$’000
TAT FAETT
Depreciation of property, plant and MEBERREITE
equipment 17 255
Depreciation of right-of-use assets FREEEITE - 755
Lease payments not included in the K AHEEGHEN
measurement of lease liabilities AENPR 769 108
Amortisation of intangible assets (included in EF B E##H Gt ATHER)
administrative expenses) 949 1,414
Loss on de-registration of subsidiaries SHE B AR 2 K518 - 2,735
Auditor’s remuneration ZE A &
— Audit services — 2R 1,280 1,330
— Non-audit services — I BBR TS 660 -
Employee benefit expense EBEEBNHZ FEE
(excluding directors’ and EERTETHAEZ
chief executive’s remuneration): )
— Wages and salaries —TERHE 4,606 4,336
— Pension scheme contributions —RRE B 850 88
Total #Et 5,456 4,424
Net impairment/(reversal of) of impairment B ZEWHRIBRENEE
of trade receivables and contract assets: BE,/ CRE#EE]) $48
— Impairment/(reversal of) impairment — B RWERIERE
of trade receivables, net CRIE#[D]) - F5E 135 (632)
— Impairment/(reversal of) impairment of —aNEERE/
contract assets, net (RL{E#[E]) - F %8 10 (3,552)
Total wEEt 145 (4,184)
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7. FINANCE COSTS 7. BB
An analysis of finance costs is as follows: RMERADTUWT
2025 2024
—E"HEF —EUE
HK$’000 HK$’000
FHEx FATT
Interest on interest-bearing borrowings st EBEREFLEERFE
and film investment loans 20,463 26,713
Interest on lease liabilities HEaGHE - 31
20,463 26,744
8. DIRECTORS’ AND CHIEF 8. EFERETETHABHM

EXECUTIVE’S REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

BB EHRA - FBRBKGFE383(1)(a)
) O RMFEURAE REEEMmER) R
PIFBBIMNBZAFEEEFREBITHRAERZ
AT

2025 2024

—E"RE —EE

HK$’000 HK$’000

F#ET FET

Fees we 1,080 1,150

Other emoluments: HiN% -

Salaries, allowances and benefits e EMMREYRET

in kind 4,751 4,774

Discretionary bonuses MIBETEAT - -

Pension scheme contributions BIREHEHRR 36 54

Sub-total INE 4,787 4,828

Total 485 5,867 5,978
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EXECUTIVE’S REMUNERATION

(continueq)

(@ Independent non-executive directors

The fees paid to independent non-executive directors

(@ BIIFRITEF
AEEEABUFRTESZ RSN

8. EFERFETHAEHKM =

during the year were as follows: RS
2025 2024
“E-hEF ZEITUE
HK$’000 HK$’000
F#T THET
Mr. Niu Zhongjie HIEREE 120 155
Mr. Wu Hongliang REREEE 240 240
Mr. Xu Zhihao REELRE 120 155
Total et 480 550

There were no other emoluments payable to the
independent non-executive directors during the year
(2024 nil).

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025
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8. DIRECTORS’ AND CHIEF 8. EFEREETHAEHM =
EXECUTIVE’S REMUNERATION
(continueq)
(b) Executive directors and the chief b) ITEFERETETHRAE
executive
Salaries,
allowances
and Pension
benefits  Discretionary scheme Total
Fees in kind bonuses  contributions  remuneration
& 2Nk Bk
ik BEMEN BETEAL HE G Hifaast
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
TET TET TET TET TET
2025 “ECEE
Executive directors:  H{TEE :
Mr. Sang Kangaiao ZEBELE
(Resigned on 27 MRZB-1E
November 2025) +—AZ+tH
BHD) - 298 - - 298
Ms. Wu Xiaoli Bzt 240 1,182 - 18 1,440
Mr. Hu Fanghui HAEELE 120 462 - 18 600
Mr. Jing Xufeng =BELE 240 - - - 240
Sub-total NGt 600 1,942 - 36 2,578
Chief executive: FTETHALR:
Mr. Luo Lei BELE - 2,809 - - 2,809
Total st 600 4,751 - 36 5,387
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8. EFERFETHAEFHM =

8. DIRECTORS’ AND CHIEF

152

EXECUTIVE’S REMUNERATION

(continueq)

(b) Executive directors and the chief

executive (continued)

b) BITESREETHARE @

Salaries,
allowances
and Pension
benefits Discretionary scheme Total
Fees in kind bonuses contributions remuneration
e R RK
s BYRE7 BIBTEA BELEEA st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT TAT TAT TAT TAET
2024 “EME
Executive directors: HITESE
Mr. Sang Kanggiao EEELE
(Resigned on 27 MZZ_HE
November 2025) +—A-+tH
BHE) = = = = =
Ms. Wu Xiaoli S NEL L 240 1,400 - 18 1,658
Mr. Hu Fanghui HHgLE 120 562 - 36 718
Mr. Jing Xufeng SBIELE 240 - - - 240
Sub-total NG 600 1,962 - 54 2,616
Chief executive: TETHAR .
Mr. Luo Lei BELE - 2,812 - - 2,812
Total @zt 600 4,774 - 54 5,428

During the years ended 31 December 2025 and
2024, no director or chief executive waived or agreed
to waive any emoluments. No emoluments were
paid by the Group to the directors of the Company
or chief executive as an inducement to join or upon
joining the Group or as compensation for loss of

office.
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9. FIVE HIGHEST PAID EMPLOYEE

Of the five individuals with the highest emoluments in the
Group, two were the directors and one chief executive
of the Company (2024: two were the directors and one
chief executive) whose emoluments are included in the
disclosures set out in note 8 above. The emoluments of
the remaining two (2024: two) individuals were as follows:

9.

IaRSHMES

FEBLIRESFMALH MEREAT
ZPEER—BEIBTBRABE(CE_ME M
REER—BRIEZETHAR 'HFMEIIA
EXMisEorrEmE R T (T T HE
mE) AEBEFMOT

2025 2024
—E-RF —ETUE
HK$’000 HK$’000
F#Ex FAET
Salaries, allowances and e 2 REYET
benefits in kind 1,302 1,054
Pension scheme contributions BIRETEMHERR 18 35
Total HaEt 1,320 1,089
The number of abovementioned highest paid employees rTiiEEHFNEENFUTHELBEN A
whose remuneration fell within the following bands is as W
follows:
Number of employees
BEEAH
2025 2024
—_E_RF —E_[UFE
Nil — HK$1,000,000 231,000,000 75 2 2
Total #Est 2 2
During the years ended 31 December 2025 and 2024, BHE_Z-AFERZEZNEF+ZA=1+—

none of the five highest paid employees waived or agreed
to waive any remuneration, and no remuneration was paid
by the Group to any of the five highest paid employees
as an inducement to join or upon joining the Group or as
compensation for loss of office.

AEFE BELLReHNEERRENR
EREFRAMES 5B EODLRRSH
MESESMEAME  FABEBERSIMASE
EENREMARERR 2 EBNIFESBER
fhfE -
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153



154

Notes to the consolidated financial statements (Continued)

ZtlA

e 3

A5 ER R MI=E (B8

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

10.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

INCOME TAX EXPENSE

Pursuant to the rules and regulations of Bermuda, Biritish
Virgin Islands (“BVI") and Seychelles, the Group is not
subject to any income tax in Bermuda, BVI and Seychelles.

No provision for Hong Kong Profits Tax was made as the
Group did not generate any assessable profits in Hong
Kong for the years ended 31 December 2025 and 2024.

No provision for the PRC Enterprise Income Tax has been
made as the subsidiaries in the PRC did not generate
any assessable profits in the PRC for the years ended 31
December 2025 and 2024.

The subsidiaries in USA are subject to Federal Corporate
Tax and State Income Tax. The federal corporate tax rate
was 21% and the state income tax rate was 8.84% for the
years ended 31 December 2025 and 2024.

10. RS
BEARE REREYHE ((RBEERELEE)

RETBORAKEL ~EEBEAGME
RE - ABRUMERETHONEMFMER

HRAEERBE_T_IFR-T_NF
+ZA=+—HBLEFEUEREBEEREM
ERMR @) WA EWIFHEBFSREE -

HRPERBATNBE_T_AFR=
“HE+ZR=+— EIJJ:EEEI#E’EQJIE

FAEMBERRIET - B P E SRR
SR
FXEMNRBABAGMETEERRINFARE

MoWNBE_ZE_AEKX_E_NE+_AH
=+ —HIEEE BHBEEREB21% RN
BREA8.84%-

2025 2024
“E"hEF “ZTOE
HK$’000 HK$'000
FHET FATT

USA ES
— Current tax —BPHARIE 459 2,331
Total income tax expense for the year  F R TSR B2 AR EE 459 2,331
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

10. INCOME TAX EXPENSE (continued)

11

A reconciliation between income tax expense and
accounting loss at applicable tax rates are as follows:

10. FRIFIRAX @

REBRREABNAENAXEAEHERZ
BAHERNT :

2025 2024
“E"RE “ET@EE
HK$’000 HK$’000
FET TAET
Profit/(loss) before tax BRIGATIAF], (B518) 203,310 (26,051)
Tax calculated at the statutory tax rate  3ZEEMRETEMNIRIE (2,726) 868
Expenses not deductible for NGk o 52
tax purpose 6,784 8,496
Tax effect of income not taxable BERRMAZRBEZE
for tax purpose (96,344) S
Unused tax losses and temporary KR Z RENBRIEEE &
difference not recognised BEER - 3,782
Tax effect of deductible temporary RERABINERERE
differences not recognised METE 95,834 =
Utilisation of tax losses previously BRI RERZ RIEEE
not recognised (3,089) (10,815)
Income tax expense PRSI 459 2,331

DISPOSAL OF SUBSIDIARIES

In March 2025, the Group entered into disposal agreement
to dispose the entire interest in certain subsidiaries
together with the underlying operations, assets and
liabilities to a party, which based on the understanding
of the directors of the Company, was an independent
third party to the Group. The directors of the Company
considered that the consideration was arrived on an arm’s
length basis given the operations, assets and together with
the liabilities duly and fully taken up by the purchaser and
the disposal was duly completed on 1 April 2025.

1. EEMBAE

RTECRFZR AEEFIILERE R
ATHBARNENERERERES BE
REEHEFINT  ERARTDEENT
BRI M AR EBNBIE = -BNE
HFEERE2EAEEBAEL BERER>
ERBEERRZRBIHRAFTRZRAE
EHEER _E-HFMNA—HIEXTM-
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

11. DISPOSAL OF SUBSIDIARIES

M. EEMBRE @

(continueq)
2025
ol Sl §- 3
HK$’000
FHT
Net assets disposed of: BHEEESE
Prepayments, other receivables and FEMRIE AtERRIER HME E
other assets 10,577
Cash and cash equivalents BERREEFEER -
Other payables and accruals HE A RIBRETER (44,263)
Interest-bearing borrowings and FEEEREEREER (M)
film investment loans (Note) (226,106)
Derivative financial liabilities (Note) TETmEE W) (15,683)
Financial liabilities at FVTPL (Note) BRATESABmZNEMER (D) (11,388)
Amount due to a shareholder FE — 2 BR B FIE (1,089)
Tax payable eI (31,249)
(319,201)
Reclassification of cumulative translation reserve B D IEE stE R 4 (5,534)
Gain on disposal of subsidiaries HEKB AR Z W E=E (324,735)
Satisfied by: BUTHER
Cash R -

An analysis of the net inflow of cash and
cash equivalents in respect of the disposal of
the subsidiaries is as follows:

Cash consideration

Cash and cash equivalents disposed of

ERRENBATNREREEEFE
EEFRANDAAOT :

RENE
BHENRE MRS EFEERE

Net inflow of cash and cash equivalents in
respect of the disposal of subsidiaries

BRRENBABZRERREEEER
FRA
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11.

12.
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

DISPOSAL OF SUBSIDIARIES
(continueq)

Note:

Certain amounts in the interest-bearing borrowings and film
investment loans, derivative financial liabilities and financial
liabilities at FVTPL were due to Party A and Party B (as defined in
Note 40), which were loans arranged by the Former Director (as
defined in Note 40).

DIVIDENDS

No dividend has been paid or declared during the years
ended 31 December 2025 and 2024. The Directors do not
recommend the payment of any final dividends for the year
ended 31 December 2025 (2024 nil).

11.

12.

EEMEBRE @

Mok -

HEEEREEREER NETMABBERERAT
Bt ABENEREETNETHRELESTES
2B (EERMF40) 2B HARES (EER
BMi5E40) ZHEVERR ©

g2

BE_Z_AFRE_ME+T__A=+—

EIJtEFET]tﬁﬁ/)Eﬁ_JZ KERARES -EFTL
ERAKMBE_TE_HAF+A=+—H

JJ:fE}EZEEﬁEE,HHH S (CE2EHFE#\)
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B M FEsERR MR (B

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

13. EARNINGS/(LOSS) PER SHARE 13. BARMBEAELESRERN,
ATTRIBUTABLE TO OWNERS OF (E518)
THE PARENT
The calculation of the basic and diluted earnings/(loss) per SREAREERT (BB BHRESA
share amounts is based on loss for the year attributable to SBEANELEEFEBURERERTHE
owners of the parent, and the weighted average number BRGNNHE T 19 80120,397,84908 (ZE U4 :
of ordinary shares of 120,397,849 (2024: 98,246,644) in 98,246,6448%) st&E ©

issue during the year.

The Group had no potentially dilutive ordinary shares in HE_Z_AGKRZZENFE+ZA=+—
issue during the years ended 31 December 2025 and HEFE AEBRTREZTBTHESE R
2024, Bz o
The calculations of the basic and diluted earnings/(loss) SREAREERT) (BB 2 ELIRE
per share are based on: U 8% -
2025 2024
—EZ1F —EFEOF
Profit/(loss) attributable to owners ISYNSIEZ 2= DNl
of the parent (HK$'000) (B518) (F#&m) 202,851 (28,382)
Weighted average number of ARstESRERK
ordinary shares in issue during BEEIE 2 FRBET
the year used in the basic and ZERMEFEHE
diluted loss per share calculation 120,397,849 98,246,644

Basic and diluted earnings/(loss) per ~ SRERKREERF,

share (HK$) (B518) (B7o) 1.68 (0.29)
The weighted average number of ordinary shares for the TEINFEARGESRERNKREERT]
purpose of basic and diluted earnings/(loss) per share for (B538) MU @RI AE 98 2 R 5 M 5220
2024 have been adjusted for the consolidation of shares as WENRNDESHEHRARE

disclosed in note 29.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025
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Y
14. PROPERTY, PLANT AND 14. M= - BERHEE
EQUIPMENT
Movements in property, plant and equipment are as ME-BMEREZEEBHUWT !
follows:
Furniture and Office Motor
fixtures equipment vehicles Total
FILREE MAERE RE 4zt
HK$’000 HK$’000 HK$’000 HK$’000
FTET FTET FTET FTET
At 1 January 2025: R-ZE-R&E—HB—RH:
Cost AN 904 2,565 769 4,238
Accumulated depreciation and REMERAERE
impairment losses (896) (2,552) (769) 4,217)
Net carrying amount REZE 8 13 - 21
At 1 January 2025, net of RIZZHE—B—H>
accumulated depreciation and NBREHTERRESE
impairment losses 8 13 - 21
Depreciation provided during the FREREZINE
year 8 9 - 17
At 31 December 2025, net of RIE-R&E+"RA=+—8
accumulated depreciation and MR ERAERSE
impairment losses - 4 - 4
At 31 December 2025: RZ2ZRF+ZRA=+—H:
Cost A 904 2,565 769 4,238
Accumulated depreciation and RETERRERE
impairment losses (904) (2,561) (769) (4,234)
Net carrying amount REZE - 4 - 4

CHREEEBRART —E_IAEER 159
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

14. PROPERTY, PLANT AND
EQUIPMENT (continued)

Movements in property, plant and equipment are as ME--BMEREZEESHUNT © (B)

follows: (continued)

14. ¥ -BERRE =

Furniture and Office Motor
fixtures equipment vehicles Total
BRIREE HYNES _E st
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAET
At 1 January 2024; RIZZME—-B—(:
Cost DN 904 2,565 769 4,238
Accumulated depreciation and RHTERABERE
impairment losses (847) (2,541) (574) (3,962)
Net carrying amount REZE 57 24 195 276
At 1 January 2024, net of RIZEZMNE—A—R>
accumulated depreciation and NBREHTERRESE
impairment losses 57 24 195 276
Depreciation provided during the FREREZITE
year (49) (11 (195) (255)
At 31 December 2024, net of RIZZMNE+ZA=+—8
accumulated depreciation and MR ERBERSE
impairment losses 8 13 - 21
At 31 December 2024: RZBZME+-A=+—-8:
Cost A 904 2,565 769 4,238
Accumulated depreciation and R MERRAERE
impairment losses (896) (2,552) (769) 4,217)
Net carrying amount REZE 8 13 - 21

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025



Notes to the consolidated financial statements (Continued)

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

15. LEASES

The Group as a lessee

The Group has lease contracts for various properties
used in its operations, which have lease terms between 2
and 5 years. The lease contracts were expired during the
year ended 31 December 2024. Generally, the Group is
restricted from assigning and subleasing the leased assets
outside the Group.

(a) Right-of-use assets

The carrying amount of right-of-use assets and the
movements during the year are as follows:

15. 8

FEBEEREBA

AEEA AN AN BN ENAE
S4 BN F2EE - REHEANVERHE

E-F-mEt-A=t—QLEEER

—RME AEBAIEREEUNALE

BRAMAEEE-

@) FEEESE
Ep ERREEZ RABREHNT

(b)

Buildings

BgF

HK$’000

FET

At 1 January 2024 RIE2E-WFE—B—H 1,634

Waiver of lease obligation RNEEST (779
Depreciation provided during the year REE-_ZE-_MmFE+"B=+—H1t

ended 31 December 2024 FENHEZIE (755)

At 31 December 2024, 1 January 2025
and 31 December 2025

ﬁﬁ:s_ﬂfﬁl— A=+—8-
ECRF-A-BRIEBEZRFTC
B=+—H S

Lease liabilities

The carrying amount of lease liabilities and the

b) HEERE

Fr-HERGZREEREFHNT !

movements during the year are as follows:

2025 2024

—EZhREF “ZTmF

HK$’000 HK$’000

FA T FATT

At 1 January t—A—H - 1,657

Waiver of lease obligation HRREEEMT - (1,006)
Accretion of interest recognised R BB RFTFE

during the year - 31

Payments NEN - (682)

At 31 December R+ZBE=+—H - -
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15. LEASES (continued) 15. HE =
The Group as a lessee (continued) TEBEEAEBEA @
(c) The amounts recognised in profit or loss in relation to (c) REZHEIEEBEENHRENT
leases are as follows:
2025 2024
“E"hEF —ZMmF
HK$’000 HK$’000
FHET TAET
Interest on lease liabilities HEsENE - 31
Depreciation charge of EAREENESH
right-of-use assets - 755
Expenses relating to short-term  EAfEHRTHE B RIAIFEX
leases (included in administrative (Bt ATTERE X (MiE6))
expenses (note 6)) 769 108
Total amount recognised in MBI IEARZE
profit or loss 769 894
(d) During the year ended 31 December 2025, total (d BEZ_T_AFE+ZA=+—8HILHF
cash outflows for the leases of the Group were EA&EEEEHEZRESAHEES
HK$769,000 (2024: HK$790,000). 769,000/t (ZZ Z M4 : 790,000
7o) ©
16. DEFERRED TAX 16. dEIERIE
At 31 December 2025, the Group has not recognised A ZE TR+ ZA=+—H HREZEEHE
deferred income tax due to the unpredictability of future BRI RN RA S TER » AEE W HEE
profit streams of the respective group entities. The net RIEEFRBR N2 HAFE KRS TNE

deferred income tax assets/(liabilities) not recognised for
the year end of 2025 and 2024 are nil.

During the year ended 31 December 2025, the Group
has tax losses arising from USA of approximately
HK$122,739,000 (2024: approximately HK$132,794,000).
Under the current tax legislation in USA, the unused tax
losses are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose.
Deferred tax assets have not been recognised in respect
of the above unused tax losses as it is not probable that
future taxable profits will be available against which these
unrecognised unused tax losses can be utilised.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

Ko RERNELFASNEE (BE) FHER

Sl
=

BE_ZE_AE+_-_A=Z+—HLEEE XK
EEREFESRIBEEEL122,739,0008 7T

Z“Z U4 49132,794,00058 7T) ° RiE
EZERTHRB LA RBEANREBEYE
RHRAEIREEL BB ARNERERERR R
FMoHRRAKAER RRERREF o8 H

DHIR B AR IR S 1R R IR 8 - Bk
Byl LIRS AIRNBEGEERDIELERESE -
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DEFERRED TAX (continueq)

At 31 December 2025, the Group has deductible
temporary differences of approximately HK$335,768,000
related to impairment losses on trade receivables,
contract assets, prepayments and other receivables.
At 31 December 2025, no deferred tax asset has been
recognised in relation to such deductible temporary

16.

EEMIE @

ﬁ\_7_£¢+ B=4+—H &x&EBEHEE
SEBRARE -GNEE -FANRBREME
W IE 2 R EES 8B RE BY AT $E 30 B B 1 = R
#7335,768,000B T - R ZE_AF+=
B=4+—H WAMZETIRNEREELE
335,768,000/8 T HERIELERIEE E > REA R

differences of HK$335,768,000 as it is not probable that RREIBER R &F Al A LURIHZE Al
taxable profit will be available against which the deductible IR ERR
temporary differences can be utilised.
TRADE RECEIVABLES 17. B Z B FRIE
2025 2024
“E-RHEF “ZTTMF
HK$’000 HK$’000
FET FAET
Trade receivables B REWIE 20,849 96,162
Impairment A (18,819) (96,152)
Net carrying amount IREFE 2,030 =
As at 1 January 2024, trade receivables from contracts RIE_NWFEF—RB—H BFEHNNESE
with customers amounted to HK$12,006,000. W R I8 412,006,000 7T ©
Trade receivables from royalties from films are due when KEBEMENBEZRERRHBEBRERTFAE

reported to the Group, and normally settled within one
year. Trade receivables from sales of investment in
television programs and program rights are due based
on the payment schedule specified in contracts. Trade
receivables from other revenue sources are generally due
within one year from the date of provision of services.
The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade
receivables are unsecured and non-interest-bearing.

BERIZIHEW BER—FRER - HEE
REBE KB RERENE S BWRIERE
BHIANETER T RT3 B HA B U - H th iz
RENE ZEWRIE—RERHEKRFE QL
SA—FRNIH e AEE Y ErHE 5 BT

BERFE MR RS EMIE(E - BFE
WA A BRI R AR o
BEHRKEBRIRART —BI1FEFER
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

17. TRADE RECEIVABLES (continueq)

An aging analysis of the trade receivables as at the end of
the reporting period, based on the invoice dates or dates
of statement of net receipt, and net of loss allowance, is as

17. E G EWFIE @)

R|EMR BEFBUERIERER B
MOERNGEREQATN BB RS ZIRE
paR s 1N

follows:
2025 2024
—E"RE ZETEE
HK$’000 HK$’000
FAT FET
Within 6 months 61&8 B LA 2,030 =
Total 4B 5t 2,030 =

The movements in the loss allowance
trade receivables are as follows:

for impairment of

BEZRBUREBERENGREEGEESHNT

2025 2024

—E-RE —EE

HK$’000 HK$’000

FE&T FHET

At 1 January nw—HB—H 96,152 99,494
Disposal of subsidiaries (note) HERBAR (D) (78,134) =
Impairment losses, net BEBRERE 135 (632)
Exchange realignments PE AR 666 (2,710)
At 31 December R+-B=+—H 18,819 96,152

Note: For the year ended 31 December 2025, the Group

disposed of certain subsidiaries and the underlying assets
of trade receivables amounting to nil (net of cumulative
allowance for credit losses of HK$78,134,000 in total).

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for
groupings of various customer segments with similar loss
patterns (i.e., by geographical region and customer type).
The calculation reflects the probability-weighted outcome,
the time value of money and reasonable and supportable
information that is available at the reporting date about
past events, current conditions and forecasts of future

economic conditions.

izt @E_T_AFE+_A=+—HBLEEE &
ERHEETHEBE LS RE S EBRIBHAE
MEEAEATS KEEHBERtEES
78,134,00078 7T) °

RERSHOPRRBERBEREEETREDN
Ut ERMEEER -BEXTLEANERSE
LERREXNZERF 2R BNiitE Kk
ZERER) NARBEHET -2 BERBRIA
RNMESR EEFERRRS BTSN
BERBESRE BRI R AR EEE R
ANEGEKRPIEER -
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

17. TRADE RECEIVABLES (continueq)

Set out below is the information about the credit risk
exposure on the Group’s trade receivables using a
provision matrix to within lifetime ECL (not credit-impaired):

At 31 December 2025

17.

B 5 EWRRIE @

TR AERCHABBEEREZAEBRE
EBE (ERHREERE SEARNFENE
ZRWHRENEERRER

WZE-a&E+=-A=+—H

Past due
B
Less than 6 to Over
Current 6 months 12 months 12 months Total
JHIE 6188 A 6Z12(E8 12884 E st
Expected credit loss rate TEEEREX 6% 10% 50% 100% 6%
Gross amount (HK$'000) BE (FEn 2,165 - - - 2,165
Expected credit losses HBHEERE
(HK$'000) (F#Em) (135) - - - (135)
At 31 December 2024 RIEZNFE+"A=+—H
Past due
B
Less than 6to Over
Current 6 months 12 months 12 months Total
B 61EA A 6ZE 128 3 12BN £ st
Expected credit loss rate BHEEBEX 5% 10% 50% 100% -
Gross amount (HK$'000) 1BE (FEm) = = - - -
Expected credit losses BHEERE
(HK$'000) (F%7m) = = - - -

CYREEEBRAT —E_IAEE®R 165



Notes to the consolidated financial statements (Continued)

B M FEsERR MR (B

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

18. PREPAYMENTS, OTHER 18. JA(IFRIE « H{thFEULFRIE R H Ath
RECEIVABLES AND OTHER ASSETS BE
2025 2024
—E-RHEF TEI@EE
Note HK$’000 HK$’000
M 5 F#A T FATT
Prepayments and other assets ENRBERAEMEE (a) 241 18,891
Impairment allowance AERE = (16,250)
Sub-total NEt 241 2,641
Other receivables and deposits HMEWRIE R G S (o) 97,641 100,463
Impairment allowance RER S (91,047) =
Sub-total /NEt 6,594 100,463
Films and television programs B MERMBETEN
prepayments IB (0
— Prepayments to film directors — AN FEFEEN
I8 91,149 183,980
— Prepayments for investment in — AN TEF ER
films, television programs and BB REBRERE
program rights B IE 216,743 228,211
307,892 412,191
Impairment allowance AERS (184,556) (134,177)
Sub-total INEt 123,336 278,014
Total HEst 130,171 381,118
Analysed as: SR
Current portion BPEAER 6,835 92,537
Non-current portion JERNEAER o 123,336 288,581
Total wast 130,171 381,118

166

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025



Notes to the consolidated financial statements (Continued)

1 l\l

B FEIRRMEE (48)

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

18. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Note:

(@)

For the year ended 31 December 2024, prepayments
and other assets mainly represent accrued input VAT and
other prepayments. In 2019, the Group purchased three
TV drama series from third parties. In connection with the
transactions, the purchase amounts (include input VAT)
were fully paid while input VAT invoices were only partially
received with an amount of HK$19,000,000 being delayed
due to the suppliers’ reason. According to relevant tax
rules in the PRC, the suppliers are required to provide full
amount of VAT invoice for the transactions, and the Group
is allowed by tax rule to offset its output VAT payable upon
presenting valid VAT invoice received from the suppliers.
As the input VAT invoices were long outstanding and the
suppliers’ immediate/intermediate holding companies
and the suppliers were being named, in 2021 and 2022,
(REWHITA, ie., has
capability to execute obligations under legal documents
but did not take action) and “civil debtors” GEEITA ie.,
the court ordered to enforce for not executing obligations

as “dishonest civil debtors”

under effective legal documents), and after taking into
account the circumstances, the management considered
that the probability of collection of the VAT invoices was
low. Therefore, the input VAT of HK$18,894,000 as at 31
December 2021 has been fully impaired.

During the year ended 31 December 2022, input VAT
invoices of approximately HK$2,644,000 are received and
verified by the tax bureau, and therefore the impairment
previously recorded are reversed. During the years ended
31 December 2025 and 2024, no further input VAT invoices
are received, and therefore no reversal of impairment is

reassessed.

18. ?1511#@ H fth Uk

R IE Bz Hth

E @

By sE

BE_Z_MNE+_A=+—LtFE BEER
BEREMEET BRI EREERREM
FENRE R _T— hi’zﬁf%@@%:ﬁﬁ%
EREER - MZERS
H (B1EEEEER) E%%%fiﬁ’ Iﬁ.fﬁ
FEm R AU B EB D ETRIE B EE > B
19,000,00078 7t 19 3% 22 48 JIE I o 1R 15 -1 B4 A
%ﬁfi%ﬁff’T#ﬁﬁﬁ%?%?&%%f#%%ﬁiTE
MEE > BAREETERERFT AIRESR
HEFHRINEIEERERBIMHEEEN
HIHTEIEER - AN ERIBERE R RAKRMA
B BEHEFANERHEERAS KRERE
AR 2 —ER_ZZ_FHWINRTRE
wWHITAL BIBEENBITEEXHRENSE
BEZBERIRITEHA) RMEHRTAL BIE
TRITEIEEXHRENZBEME AR T
LHITHAN) URKEERBEERLE BIE
B 7AW ENEERE R P AE M ERE o HLtE
R B —F+Z ﬂ +—HEREER
18,894,000 Tt E 2 RE A& ©

BE=%%

//////

BE_T__F+_A=+—HLEFE RNH
}%EH&Z:UIIUZE%EIEE{E$R§§;‘T‘é%’92,644,000
BT TR BB RETUEL - BE T
THEFRZETNFE+-RA=+—HLFE

WEEWREE— S EREERER It ES
BEREFEG -
BEHRKEBRIRART —BI1FEFER
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

18. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Note: (continued)

(o)

Included in other receivables and deposits of
HK$90,063,000 (2024: HK$87,384,000) due from an entity
which is independent to the Group (“the Debtor”). For the
year ended 31 December 2024, the Directors considered
the credit risk exposure for this balance is limited taking
into account an amount of HK$111,003,000 due to an
entity controlled by the controlling shareholder of the Debtor
included in the Group’s other loans as at 31 December
2024. For the year ended 31 December 2025, the Group
disposed of certain subsidiaries and the underlying liabilities
of loans as disclosed in Note 11, and hence the amount
due from the Debtor amounting to HK$90,063,000 has
been fully impaired considering the uncertainty on the
recoverability of the amount due from the Debtor.

Prepayments to film directors represent payments made
to film directors for their work in the preparation of fims
development proposal and costs to be incurred by them in
the course of work. These prepayments will be exchanged
for the Group’s investment in the films to be produced by
the film directors upon the commencement of production
of the film, which the Group has the first right of refusal
to invest in. In case the Group decided not to invest, the
Group will be reimbursed out of the film production costs
contributed by financiers of the project.

Prepayments for investment in films, television programs
and program rights represent prepayments made for films
or television programs of which pre-filming preparation
has begun but production work has not yet started. When
the films or television program production work begins
and the interest of the Group’s investment in the project
is established, these prepayments will be classified as
investment in films, television programs and program rights.

Films and television programs prepayments which are
expected to be realised within one year, or over one
year but within the Group’s normal operating cycle, are
classified as current assets. Films and television programs
prepayments which are expected to be realised beyond
the Group’s normal operating cycle which generally has
the characteristic that the production date of new films
or television programs is uncertain are classified as non

current.

18. i‘é{ﬁ'ﬂ,ﬁ‘ H fth U rRIA B H th

(&

MisE : (&)

HMtEBRIERECOERRBE LN AER
M—EER (MEF AL BI458R90,063,0007 7T
ZE YL : 87,384,000 ) o HELE
THE+"RB=1+—HLEE - BETE K
EER_E-_MNE+"_A=+—HstAKXE
B EME R EAS AR AR R TG —
B EENIE111,003,000/8 70 X ERNEE
REBER-BHE_T_AFE+_A=+—H
FEEE AEBHEETHB AR KHsE1
FriENEEMER SRS MERBIER AR
BRI WEEEERREM  BRERARIE
90,063,00078 7 E 2 285t R fE ©

(0)

BN FEFEENNIACENETREE
WERIFERIFBEREENRAM A
FTEXEENNR - ZFRYRERNBER
EHARFATEEHBEXEERZRIF
BERNKRE AEEHILEAEBERER Y
FEBREFKRENERT  ~EERFLURE
RMEASENEZRIFERHELER-

BANTFER BROBKMEREBKRENNRIE
ERELRGBRENERS TIFEHRMRR
ERNBR R BREABEFHNTANRIE - BER
HERMERFELERHARETIAEREZ
RENKRER ZFRMTREREMDERE
BB RSB RERE -

BEREI—FRA—EFEULBEFERER
EYHMNERENET RERMBELRIE
BEANDEE Rt AF-EREEEZEEN

ZHEBRNBERBROBRANTRIE (BEA
BB NBREOERFRRATEENTE

BERIFRBEE -
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18. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Note: (continued)

()

(continued)

When the Group decides to invest in a film to be produced
with the Group’s prepayments to the film director, the Group
has to provide further funds required for production on its
own or with other investors. A distribution agreement will
be entered into at a later stage between the distributor, the
producer and the investor(s) which sets out the recoupment
corridor for the allocation of the Gross Receipts (box office
receipts, sale of DVD, online sales, pay and “free” TV, etc.)
of the film. For illustrative purpose, a typical recoupment
corridor is in the following order:

1. Distribution fees (income earned by the distributor)
2. Distribution expenses (out-of-pocket expenses)
3. Film investment costs/advances made by the

distributor to the investor(s)
Investors’ profit

Bonus/fee for the film director
Other financiers and parties

N o ook

Further percentage of sharing by the parties

The order and percentage of the recoupment corridor varies
from films to films, which depends on circumstances and
bargaining power of the various parties.

The Directors have undergone a detailed review of
recoverability of the Group’s fims and television programs
prepayments taking into account the latest available
information. Where an indication of impairment exists, the
asset’s recoverable amount is estimated based on value
in use calculation. Based on information available to the
Directors when the consolidated financial statements
are prepared, provision of HK$184,556,000 (2024:
HK$134,177,000) was made for films and television
programs prepayments due to the recoverability of which
through the recoupment corridor is doubtful and the
production date of new films or television programs is
uncertain as at 31 December 2025.

18. j‘éﬁ%’ﬂlﬁ‘ﬁfﬂﬂgﬂﬁ'ﬂﬁ&ﬁw

(&

s (48)

()

REBBARE —BHEULAERENLFER
BENMERENEER  AEEABTHHA
HEE - RIRURFFARENE—TES-
BB BHAARRBEEREHBMERTIIE
TiHE BRI RBHEWA EREEA
DVDIHE - LHE - NERRE | BRAZE)
BIEl e - 2 SR B R i - AU RY O s
BLUTIER B

1. BTER GHTEATBRINUEA)
2. BORX ENERA)

3. BOUBARREEFHNEZRERE
BR

4. KEEGN

5. BREETLAEA

6. HtmEAKRMERES

7. BEHENE-—SEIL

[EiBERIERF KB D EEEBRME » BURRS
BAWBERMFEEES

EEREZERNMUSENEBHAEEER

BB RN RIEN W B ETHEE S o
HFERENSR A& EN I EISEREE
REE B - RERRGESMBERRTE
EM/MNER RIEZAE+ZA=+—
B BB RERHMERMMIETIREH
184,556,000/ 7t (Z & Y4 : 134,177,000
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Notes to the consolidated financial statements (Continued)
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

18. PREPAYMENTS, OTHER 18. féﬁ%’xl@ H {th FE U 7R TE Ko H th
RECEIVABLES AND OTHER ASSETS E ®
(continued)
The movements in loss allowance for impairment of ENRE -BEMEEREE MRERHEEN
prepayments and other assets and fims and television MIBZ REBEEEEENT .
programs prepayments are as follows:
2025 2024
—E_RE —EOE
HK$’000 HK$’000
FHT TATT
At 1 January n—HB—H 150,427 151,152
Disposal of subsidiaries (note 11) HEWB AR (MizE11) (121,450) =
Impairment losses recognised B ERE 245,560 =
Exchange realignments PE AT 1,066 (725)
At 31 December R+—B=+—H 275,603 150,427
The movements in loss allowance for other receivables are HMEWRIRZ BIREHEEESHNT
as follows:
2025 2024
“E-HEF “ZTE
HK$’000 HK$’000
FHET FATT
At 1 January m—HE—H - S
Impairment losses recognised BERRERIE 91,047 =
At 31 December R+-B=+—H 91,047 =
19. CONTRACT ASSETS 19. BNEE
2025 2024
“E"hEF T TOE
HK$°000 HK$’000
FHET FAET
Contract assets arising from: REUTEEBZEHNEE .
— Films and television programs —BERERMBEETUR
released and film production REEFEERS
services provided 37,156 92,423
Impairment A (32,308) (84,727)
Net carrying amount REFEE 4,848 7,696
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

19. CONTRACT ASSETS (continued)

Contract assets are initially recognised for revenue earned
from films and television programs and film production
services. For films and television programs released, the
receipt of revenue is conditional on the confirmation from
film distributor or television producer taking into account
gross receipt from various income sources less distribution
and other costs. For film production services, the receipt
of revenue is conditional on the completion of performance
obligations specified in contracts. Upon release of films
or television programs and receipt of statement of net
receipt, the amounts recognised in contract assets from
films and television programs are reclassified to trade
receivables. Upon completion of film production services
and acceptance by the film producer, the amounts
recognised in contract assets from film production services
are reclassified to trade receivables.

As at 31 December 2025, HK$32,308,000 (2024:
HK$84,727,000) was recognised as an allowance
for expected credit losses on contract assets. The
Group’s trading terms and credit policy with customers
are disclosed in note 17 to the consolidated financial
statements.

The expected timing of recovery or settlement of contract
assets as at the end of the reporting period is as follows:

10. BEE »

BREEVNIMBEERBEROBUARETH

ERFB WD ETHEB - HNEZETHNER
REMRBBE  WARRFIBRLEITEKRER
RRAKEBEWRARBRHER AR EET
R EAM B R Z SR E © ¥ 7B & R MR
B WABRRREZES TR ENAREENELD
BiEe ?%%Eﬁﬁiﬁeﬁﬁ THUWENF
WABEXRR REXRBRHEGNEERE
BZEHEMDEREZBBRE-NEF
REFBRFBECTHILCEBEZRA AZME
BRASBERERFENEEZSREND
@%T%%Wmﬁo

A CECRHE+T A=+ —HEIAENEE
FEHA= B A5 1B #E 532,308,000 7T (Z & Y
184,727,000 7T) - AEEHRELANES
BRREERRFEEN GRSV EREXN T
170

R|REARZ GHEE WD S B TR
mrE:

2025 2024

“EZHEF —EOF

HK$’000 HK$’'000

FHERT FET

Within one year —FRN 4,848 7,696
HYEEERAFGRAE —EREFER
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Notes to the consolidated financial statements (Continued)

A5 ER R MI=E (B8

19. CONTRACT ASSETS (contined 19. BHNEE @
Movement in contract assets (net of loss allowance): ENEEED (0REEER .
2025 2024
“E-REF —Z PO
HK$’000 HK$’000
F#HT TATT
At the beginning of the year g 7,696 11,163
Revenue recognised during the year SRR E 21,909 40,369
Progress billing during the year FREERIE (24,777) (40,369)
Impairment of contract assets BREERE (10) (3,552)
Exchange realignments PE AT 30 85
At the end of the year REXR 4,848 7,696
The movements in loss allowance for impairment of EHNEERENBEREBEZSHMT
contract assets are as follows:
2025 2024
—EZRF —EFEOF
HK$’000 HK$’000
FHET TAET
At 1 January n—A—H 84,727 90,217
Disposal of subsidiaries (note) HERB AT (D) (52,921) =
Impairment losses, net REREIEFEE 10 (3,552)
Exchange realignments PE AT 492 (1,938)
32,308 84,727

Note: For the year ended 31 December 2025, the Group
disposed of certain subsidiaries and the underlying assets

of contract assets amounting to nil (net of cumulative
impairment of HK$52,921,000) as disclosed in Note 11.

Details of impairment assessment on contract assets are

set out in Note 36.
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

20. INVESTMENT IN FILMS, TELEVISION 20. B& BB R EIRIERSE
PROGRAMS AND PROGRAM
RIGHTS

Movements in investment in films, television programs and BEX BRMNEKHBEREREZESNT -
program rights are as follows:

Theatrical
films
EA e
T/ B 5
HK$’000
FAERT
Cost: s :
At 1 January 2025 R_E_RE—HF—H 612,034
Exchange realignments bE R A EE 1,293
At 31 December 2025 R_E_AF+"-A=+—H 613,327
Accumulated amortisation and impairment: St RiRE -
At 1 January 2025 R_E_HFE—H—H 600,381
Impairment losses recognised B EER 11,678
Exchange realignments bE 2 5R £ 1,268
At 31 December 2025 RZ_E_RAF+"_A=+—H 613,327
Net carrying amount REEE
At 31 December 2025 RZEZAF+"A=+—H
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

20. INVESTMENT IN FILMS, TELEVISION 20. B& - BB REEIRIERS

PROGRAMS AND PROGRAM #)
RIGHTS (continueq)
Movements in investment in films, television programs and BEX BRMNEKEBEREREZESNT :

program rights are as follows:

Theatrical
films
A==
RO R
HK$’000
FATT
Cost: A .
At 1 January 2024 RIEZmM&E—/F—H 615,272
Exchange realignments bE R A EE (3,238)
At 31 December 2024 RZZE-_MNF+"B=+—H 612,034
Accumulated amortisation and impairment: BB RiRE -
At 1 January 2024 R_E-OF—F—H 603,557
Exchange realignments FE R AR (3,176)
At 31 December 2024 RZZE-_MNF+"F=+—H 600,381
Net carrying amount REEE
At 31 December 2024 RZZ_MNFE+"B=+—H 11,653
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

20. INVESTMENT IN FILMS, TELEVISION 20. B& BB R EIRIERSE

PROGRAMS AND PROGRAM C=3
RIGHTS (continueq)
The status of the investment in films, television programs B ERMNEKEBERERENARENT !

and program rights is as follows:

2025 2024
—E-RE —EUE
Note HK$’000 HK$’000
iz FET FHET
Non-current JERE
Theatrical film TRER
Released, net of accumulated BT {0k R st 5
amortisation (@ - 11,653
Current wmE
Theatrical films TRER
Released, net of accumulated BT IR E#IHE
amortisation and impairment DEALE - -
Total st - 11,653
Note: B 5E
(@  The non-current investment in a film is not classified as (8 BENERBBRBEULEIER/RDEE A
current asset because the full recoupment of this asset is ZIEEENTBHNREGARBNRAERNES
estimated to be taken place beyond the Group’s normal EEBERNEE o
operating cycle.
The Group reviews its investment in films, television AEEZESHECABROBZHEHELRK
programs and program rights regularly to assess if there BRTEBERARECHAENEBEY BREBERK
is any indicator of impairment and the related recoverable 8 B RERE > UG E S 7T MR E D
amount with reference to the marketability of each fim and RN WE SRR BF  BRHEREE
television program, and current market conditions. The R ENPIINE SR U TR R ERETE

recoverable amount of the investment in films, television
programs and program rights was determined on a title-
by-title basis.
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20. INVESTMENT IN FILMS, TELEVISION 20. B BB RETBRIERE
PROGRAMS AND PROGRAM (#)
RIGHTS (continueq)
The recoverable amount of the above investments was i ETREIEELENERAEESE (B
determined based on value in use calculation which uses RAREFNERERE20.1% (ZEZHF .
the present value of the expected future cash flows arising 20.9%) WITIREINEEBEARRERER
from the pre-determined share of proceeds of the fim HNEHEFMENIBZBLEEMBELTHE
which was derived from discounting the projected future FARZRIBERERE) ﬁ'ﬁ/*‘g/E"Eﬁ:t_g:fL
cash flows using the discount rates of 20.1% (2024: F+ZRA=1t—HIEFEE BARNERERSE
20.9%) based on the different status of the films. During LB b WiEE B F & > FIL ,?f 1B =
the year ended 31 December 2025, impairment provision AR ERE#11,678,0008 7T (ZE YL ©
of HK$11,678,000 (2024: nil) was recognised in profit or ) o
loss for theatrical films due to the recoverability of which
through the recoupment corridor is doubtful.
21. INTANGIBLE ASSETS 21. Bz EE
Movements in intangible assets are as follows: M EBESEMT
Copyrights
of contents
A BhRIE
HK$'000
TATT
Cost: REZs .
At 1 January 2024 RZEZNFE—HF—H =
Additions A0 20,858
Disposals HE (15,983)
Exchange alignments EREE (104)
At 31 December 2024 and 1 January 2025 RIZFZEE+ZA=+—HkK
—_E_RF¥—HA—H 4,771
Exchange alignments FER AR 226
At 31 December 2025 R _E_AF+_A=+—H 4,997
Accumulated depreciation: REHnE -
At 1 January 2024 R_ZB_MWE—A—H =
Charge for the year FRZH 1,414
Disposals HE (62)
Exchange alignments BE 2 FEEE (29)
At 31 December 2024 and 1 January 2025 RIF-OEE+_A=+—HkK
—_E"HF—HF—H 1,323
Charge for the year FAXH 949
Exchange alignments PE oA EE 90
At 31 December 2025 RE_HAFE+"B=+—H 2,362
Net carrying amount IREFE
At 31 December 2025 R-F_RAF+_RB=+—H 2,635
At 31 December 2024 r=2_MF+_H=+—H 3,448
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

INTANGIBLE ASSETS (continued)

Impairment review on the copyrights of certain contents
had been conducted by the management as of 31
December 2025 and 2024 according to HKAS 36
“Impairment of assets”. As of 31 December 2025 and
2024, the recoverable amount of the copyrights is
determined based on the value-in-use calculations. As of
31 December 2025 and 2024, no impairment provision
is made for copyrights. Sensitivity analysis had also been
performed by management as of 31 December 2025
and 2024 and the estimated changes in the recoverable
amount was considered to be immaterial.

21, &

EEE®

BE _FT_AER-_F_MOFE+_A=+—
H-EEEERBEEBEHEREI6RKTE
EREIHETRANREETRER
BE_T_ASKR-_FE_ME+_A=+—
B RENATWEZELDREEREESE
BE - BE_F_AFKZE_HOFt+ E
=t+—B UEMREFHBAEREE -BE
E_RERE_MET_A=+—HE
BETETTHRRES N BRI KREEER
Bt EEH T K

FINANCIAL ASSETS AT FVTPL 22. HAFEAAEGENEMEE
2025 2024
—E-RE —EFEOF
HK$’000 HK$'000
F#ET FAT
Unlisted money fund investments RAIETEREESKRE 37,281 =

The above unlisted money fund investments at 31
December 2025 were mandatorily classified as financial
assets at FVTPL as their contractual cash flows are not
solely payments of principal and interest.

ATEAF+ZR=t+—H > E#XE™
ERESRECAFDEARBATESAE
mEMEE DHREGNRERELIF
MDA ERME -
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For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

23. CASH AND CASH EQUIVALENTS 23. RERFEF(EEH
2025 2024
ek - “ETNE
HK$’000 HK$’000
FAERT FAT
Cash and bank balances REMIRITAEER

— Denominated in Renminbi (‘RMB”) —UARKESE 3,201 538
— Denominated in Canadian (“CA$”) —UNsTEHE - 56

— Denominated in Hong Kong dollar — B ITEHE
(‘HK$”) 3,634 286

— Denominated in United States dollar ~ — {3 TEHE
(“USS”) 6,385 37,946
Cash and cash equivalents HERIASEEER 13,220 38,826

24. OTHER PAYABLES AND ACCRUALS 24, HfthfE(J AR E & F

2025 2024
“E-REF —ETNE
HK$’000 HK$’000
FHT FAET
Advances due to third parties (note) ERNE=A0ERH (T 49,137 55,750
VAT payable and tax penalties (note) E(IIG B MRS SR () - 41,873
Accrued expense (note) FESTRE S (95T 8,042 5,348
Total wast 57,179 102,971

All of the other payables and accruals are expected to be
settled or recognised as income within one year or are
repayable on demand.

Note:

For the year ended 31 December 2025, the Group
disposed of certain subsidiaries and the underlying
liabilities of advances due to third parties,VAT payable
and tax penalties and accrued expense amounting to
HK$1,387,000, HK$41,873,000 and HK$1,003,000,
respectively, as disclosed in Note 11.

FREHMENRIBERESERBES R —F
RGBSR D IRA R EREE -

e MM EIPARE REE_S_AF+=
A=+—HLEEFE - AEBHLEETHER
ARENE=ZANBR BN EERRRE
SIMUKRESARZZBEEE 8BS
1,387,0007& 7t ~ 41,873,000/ 7T 521,003,000
BT
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25. CONTRACT LIABILITIES

25. 8 & E

2025 2024
ek - “E-NE
HK$’000 HK$’000
FHET FAET

Short-term advances received from WENZz B PR

customers:
— Sale of film investments and rendering —HE B R E K

of related services IRHAERARTS - 37,275

At 1 January 2024, contract liabilities amounted to
HK$36,581,000.

Contract liabilities mainly represent advance billings to
the customers for films. In general, the Group receives
certain percentage of the contract sum when enter the
agreements depends on the negotiation with individual
customers. These deposits are recognised as contract
liabilities until the products or services are transferred or
rendered.

Revenue recognised during the year ended 31 December
2025 that was included in the contract liabilities at the
beginning of the year is nil (2024: nil).There was no revenue
recognised in the current year that related to performance
obligations that were satisfied in a prior year. For the year
ended 31 December 2025, the customers’ companies
have been de-registered. In the opinion of the directors
of the Company, no payments will be required and the
liabilities are discharged, and accordingly the contract
liabilities of HK$37,275,000 have been fully written back as
disclosed in note 5.

RZFZMNE-HA—-—B &6HAREBEAR
36,581,000 7t

BHERIEZRRETERAKRNERLMIEA —
mRms  AEEGREZENEFLVER©
UMM ETAEDLEFER
BE -%ERTNEEE MW HIRT AR
RRmEHaRE-

BE_ZE_AFE+_"_A=Z+—HLEEE B
BAENETEEVENEENSEAT (T
TE R o AFEWERITMABEE
EERBTHERAZXEERANKE B#E_E

“EFE+R=+—HIEFE BERRARE
BIHE R A RBESRRA  BELZNEMAR
BEHERaBACERG RILKH IR ER
S#8E37,275,0008 T B2 BR[O -
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26. INTEREST-BEARING BORROWINGS 26. ;i1 BfESREFREEH
AND FILM INVESTMENT LOANS
(@) Interest-bearing borrowings and film (a FTEREREEREEM
investment loans
The effective interest rates and maturities of the BERBEREETNERI XK EH
borrowings and film investment loans are as follows: BREMTE
2025 2024
ZECnE “EomE
Effective
interest Effective
rate Maturity ~ HK$'000  interest rate Maturity HK$'000
ES 58 TER BEHE 55 TAR
Current )
Borrowings - unsecured EE-EBRR (hotes a, ¢) Nil Nil 15,570 0%-8%  2022-2024 208,240
(Fftzta c) i i “ECCER
—E-mE
Film investment loans Zﬁé 3 (notes b, 3%-8%  2019-2023 150,484 3%-8%  2019-2023 202,465
- unsecured EHR  cde
(5D “E-hEE E-NEE
¢ dve) —EBC=E _7__515
Total st 166,054 410,705
The carrying amounts of interest-bearing borrowings HAEERERERKREERNRESEEN
and film investment loans are denominated in the THEHEEE
following currencies:
2025 2024
—E-hE —EE
HK$’000 HK$’000
FET FET
HK$ BIT 13,406 60,341
uss$ E7T 152,648 350,364
Total T 166,054 410,705
Analysed into: DA
— Within one year or repayable on ——ERIZERKEERE
demand 166,054 410,705
Note: MIEE -
(@ At 31 December 2025, borrowing amounted to @ WRIEZHEF+ZA=+—H'%

HK$15,570,000 (2024: HK$15,537,000) with no
interest and no maturity date.

At 31 December 2024, interest-bearing borrowings
amounted to HK$192,703,000 bearing interest at a
fixed rate of 8% per annum are matured.
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

26. INTEREST-BEARING BORROWINGS
AND FILM INVESTMENT LOANS

(continueq)

(@) Interest-bearing borrowings and film
investment loans (continuea)

Note: (continued)

()

Film investment loans represented loans from film
financiers which bear interest at fixed rates ranging
from 6% to 8% (2024: 6% to 8%) per annum.

As at 31 December 2025, the Group defaulted on
repayment of interest-bearing borrowings and film
investment loans’ principal and interest amounted
to HK$150,484,000 (2024: HK$395,168,000), and
hence those loans were repayable on demand as at
31 December 2025 and 2024.

As at 31 December 2025, the other borrowing
amounted to HK$15,570,000 (2024: HK$15,537,000)
which were no interest and no maturity date.

Film investment loans with principal amounts of
HK$150,484,000 (2024: HK$202,465,000) bear
variable interest rates depending on the royalties
generated from the films, which are derivative
components and therefore has been separated from
the film investment loans and measured at fair value.

Please refer to Note 27 for details.

Certain amounts in the interest-bearing borrowings
and film investment loans, derivative financial liabilities
as disclosed in Note 27 and financial liabilities at
FVTPL as disclosed in Note 28 were due to Party
A and Party B (as defined in Note 40), which were
loans arranged by the Former Director (as defined in
Note 40).

(a)

MI5E ©

()

26. HBHHRBHREHER @

SAREERBERKREER @

()

B REENER E%ﬁﬁﬂiﬁﬁﬁ@f
FORETEEFNRE%ES% (Z MM
F I B6%ES%) B o

A ZEZRF+ZA=1+—HB &&H
RAEEIEBEAS R B %150,484,000% 7T
(ZZ U4 : 395,168,000/ T) HIE
FHEEERBEREEN REAELLZ
EEFNZAFERIEINGE+Z
B=+—HABREREER
AZE_RAE+ZRA=+—H %
%615,570,000%8 Tt (ZE M £F :
15,537,000/ 7T) WAt EEMBEE A
IR

BYREEMAE150,484,000 BT (T
Z M4 202,465,000757T) FEURHR
BYELREETHFEAE ’52%
DRTEBIALCHABEXREERR
ﬁF‘;ﬁﬂﬁ&’AIfﬁﬁzo#lmﬁ%Eﬁmﬁ
270

M7 EAERERBERREER
FoTEEmEE UkNE28HIKE
BATESABENERBEERNET
REATLENFRARCE (EERMEE
40) 2RI W RFEE (E&HRMEE
40) ZHEWEM °
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27. DERIVATIVE FINANCIAL LIABILITIES 27. T4 £maE

The summary of movements in the derivative financial MEsMBEEFMBUWT !
liabilities is as follows:

Derivative financial liabilities TEEMEaR
2025 2024
—EZHE —EOF
HK$’000 HK$’000
FAT FAETT
At 1 January HW—HB—H 40,632 36,984
Disposal of subsidiaries (note 11) HEWB AR (FizE11) (15,683) =

Changes in fair value recognised in REBETEINAFEEED

profit or loss 2,002 3,836
Exchange realignments bl 50 5E B 52 (188)
At 31 December R+ZHE=+—H 27,003 40,632

28. FINANCIAL LIABILITIES AT FVTPL 28. MAFEABEHNEMEHE

2025 2024

“E-REF =ik

HK$’000 HK$’000

FHET FATT

At 1 January nw—A—H 195,373 196,464

Disposal of subsidiaries (note 11) HEWBAR FIsE11) (11,388) =

Repayments Big (8,239) (26,441)
Changes in fair value recognised in RIBR R A T (EEE)

profit or loss (note) (M%) (106,059) 26,377

Exchange realignment fE R FHEE 462 (1,027)

At 31 December BW+ZBA=4+—H 70,149 195,373

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025
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For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

28. FINANCIAL LIABILITIES AT FVTPL

(continued)

Note:

Of the changes in fair value recognised in profit or loss, a fair
value loss of HK$18,115,000 (2024: HK$26,377,000) relates to
financial liabilities at FVTPL held at the end of the current reporting
period. During the year ended 31 December 2025, in view of the
existence of net current liabilities which may cast significant doubt
on the Group’s ability to continue as a going concern as disclosed
in Note 2.1, the Group engaged legal adviser to review the profit-
sharing term of co-investment agreements signed with investors
in previous years, based on the legal advice, it is advised that the
Group is no longer required to share certain of the profit-sharing to
those investors under the co-investment agreements. Accordingly,
a fair value gain on the financial liabilities at FVTPL amounting to
HK$124,174,000 has been recognised during the year ended 31
December 2025.

The amounts are received under the co-investment
arrangements without share of copyrights are designated
as financial liabilities at FVTPL.

During the years ended 31 December 2025 and 2024,
the Group had several co-investment agreements with
investors in film production projects, which entitled
the investors to receive variable income based on the
investor’s investment amount and expected rate of return
as specified in the respective co-investment agreements.
Investors have no control nor joint control over the
investments and without sharing of copyrights.

The Group measured, at initial recognition, the cost of
these amounts received based on the cash consideration
for these investments.

All these films had been released and the carrying amount
at the end of the reporting period represented the fair value
of these financial liabilities derived based on the estimated
net future cash flows from these fims attributable to the
investors. The repayment dates of these liabilities are
normally after 30 days every time the Group receives cash
receipts from distributors.

28. BAFEF ARG

HNERER
)

Mok -

AR B RN AT EESF > 18,115,0004 7T (=
LT IY4 : 26,377,000587T) AT EGIBHEARE
HARFENRATESABENEREBERH A
MK AR E BE _S_RAE+_-_RA=1+—H
EFE ZEABEEFEIEHAERFELSE
BENHEREARRE AEBCZEAZER ®B
FAEEREEESEI 2 ERRERETN B #
BRETES RIELZERR AEECEEREE
BREZSERERZEOZEREEDEBEEA
Wb REE_SZ-_AF+-BE=+—HLF
B> ERIRATFEFABGNEREBENAFE
s £124,174,00058 7T

MEREZHTE
BB NTFES AED

DIGRERN B WRIEEE
HERaE-

BE_TASKR-ETEME+_A=+—
HEFE AEERAREENEZRIFER
SEETHARENZ RRESBAREW
EFRERBENRESHAKAKARERE
REEARENTERm KEEHNKREL
B REABSEN R BED(GRE-

FEERVPRIFREZSFRENESA
Bt B F CWGRIRRI A A

ZEBXHE LR NRESMRNIRE B
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Tﬁ&#%%E’Jfﬁaﬁﬂﬁﬁﬁﬁéééﬁ "o
ZTEENEMAREEAEEREESRIE
BITERRTWIR 0 R
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29. SHARE CAPITAL

29. fg 7

184

2025 2024
ek - “ZTOF
HK$’000 HK$'000
F#T FHET
Authorised: ERE -
20,000,000,000 ordinary shares of 20,000,000,0008& &R E &
HK$0.10 each 0108tz BiEK 2,000,000 2,000,000
Issued and fully paid: BETRETE
141,856,479 (2024: 98,556,479) 141,856,4798% (ZZ _ O :
ordinary shares of HK$0.1 each 98,556,4790%) SR EE
0 1Bz BiBR 14,186 9,856
A summary of the Company’s share capital is as follows: KRB RRABRA T -

Number of Nominal value
shares in issue of shares issued
e&TRIHEB e&TkRiyEE

HK$'000

FATT

At 1 January 2024 A E_UE—F—H 823,564,799 82,356

Issue of new shares (Note a) BTG (Miska) 162,000,000 16,200

Capital reduction (Note b) B AR (I 5ED) (887,008,320) (88,700)

At 31 December 2024 N ZE_ME+"A=+—H 98,556,479 9,856

Issue of new shares (Note c) BITHRG (Miskc) 43,300,000 4,330

At 31 December 2025 N B =geitage B =+ —H 141,856,479 14,186
Note: Mok -

(@  On 8 January 2024, a total of 162,000,000 placing shares (@ MRIZTZWEFE—AN\B REREHENER

have been successfully placed by the placing agent to not
less than six (6) placees at the placing price of HK$0.165
per placing share pursuant to the terms and conditions of
the placing agreement, representing approximately 16.44%
of the issued share capital of the Company as enlarged by
the allotment and issue of the placing shares immediately
upon completion of the placing.

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025
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29. B (=

29. SHARE CAPITAL (continued)

(0)

On 23 July 2024, reduction of the par value of each
issued Consolidated Share from HK$1.00 to HK$0.10 by
(a) eliminating any fraction of a Consolidated Share in the
issued share capital of the Company arising from the Share
Consolidation in order to round down the total number
of the Consolidated Shares to a whole number; and (b)
cancelling HK$0.90 of the paid-up capital of the Company
on each issued Consolidated Share so that each issued
New Share will be treated as one (1) fully paid-up share of
par value of HK$0.10 in the share capital of the Company
immediately following the Capital Reduction, and the credit
arising from the Capital Reduction will be transferred to the
contributed surplus account of the Company.

On 2 June 2025, a total of 19,700,000 placing shares have
been successfully placed by the placing agent to not less
than six (6) placees at the placing price of HK$0.361 per
placing share pursuant to the terms and conditions of the
placing agreement, representing approximately 16.66% of
the issued share capital of the Company as enlarged by
the allotment and issue of the placing shares immediately
upon completion of the placing. The gross proceeds from
the placing were HK$7,112,000 and the net proceeds
were approximately HK$6,934,000 after deducting
the commission and other expenses of the placing of
approximately HK$178,000.

On 25 July 2025, a total of 23,600,000 placing shares have
been successfully placed by the placing agent to not less
than six (6) placees at the placing price of HK$1.69 per
placing share pursuant to the terms and conditions of the
placing agreement, representing approximately 16.64% of
the issued share capital of the Company as enlarged by
the allotment and issue of the placing shares immediately
upon completion of the placing. The gross proceeds from
the placing were HK$39,892,000 and the net proceeds
were approximately HK$38,715,000 after deducting
the commission and other expenses of the placing of
approximately HK$1,177,000.

(o)

ATE_NELAZ+=H  BEREHTS
AR EER1.008 TR/ E0.108 7T A
HAIGRBRDEHPELEARBBET
BARNERSES HRD  UERFESHRS
MY BEM T EEERFAEY; RO)FHEAR
SEREETEHRMNBERKRA0.90E T
FEEREZETHROFHEEALNBMERAH
BBERABRAF—(1)KREEC.10B T E
B& 17 TR B AS BRI 2 £ B E R R EE S 857
ERRNBEHBEREFIR

AZTZTHRENAIZR REBREEHENK
B EREREBERINBE R DR/ (6)% &
L ABCE & 1£19,700,00003 i & B2 15 > FLE B
AEREERPD0.361BT HEREATR
EREESETABERE RETRERD
BAMNBRITREN16.66%  FLERIFTER
TB4BEEA7,112,0008 T R INBEE RS R E
Bz 49178,0008 R TS IE 28 A H
6,934,00038 7T ©

A ZEZRFCtAZHREBE REREHEN
RG> EBEREERINIE R L IRN06)%
A BC A Fo & & $£23,600,00083 Fc & i3 15 > AL &
BASREERMN1.608T HEREAATR
EBAEEETBETRBRERERETREERD
BANBEHITRELN16.64% BLEMFTER
TE48%E 739,892,000 T R INBEEME R E
MBI 491,177,000 B HIFF S RIERES
#938,715,0005 75 ©
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30. SHARE OPTION SCHEME

186

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025

At the annual general meeting of the Company on 1 June
2012, an ordinary resolution to propose a share option
scheme (the “2012 Share Option Scheme”) was passed.
The 2012 Share Option Scheme was thus approved
and adopted at the general meeting and subsequent
approval was granted by the Stock Exchange. The
2012 Share Option Scheme is valid and effective for 10
years commencing from the adoption date (i.e., 1 June
2012). The number of shares, which may be issued upon
exercise of all outstanding options granted under the
2012 Share Option Scheme and other schemes adopted
by the Group, is not permitted to exceed 30% of the
shares of the Company in issue at any point in time. The
total number of shares in respect of which options may
be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed (i) 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate
value based on the closing price of the shares at the date
of each grant, in any 12-month period unless such grant
is approved by independent shareholders at a general
meeting.

A consideration of HK$1 is payable by the grantee on
the acceptance of options granted. An option may be
exercised from the date of acceptance of the offer of such
option to the earlier of the date on which such option
lapses and 10 years from the offer date of that option.
The exercise price is determined by the directors of the
Company, and will not be less than the higher of the
closing price of the shares on the Stock Exchange on
the date of the grant of the options, and the average of
the closing prices of the shares for the five trading days
immediately preceding the date of the grant of the options.

The Company adopted a new share option scheme
(“New Share Option Scheme”) subsequent to the expiry
of 2012 Share Option Scheme on 31 May 2022. The New
Share Option Scheme is valid and effective for 10 years
commencing from the adoption date (i.e., 3 August 2022).
The number of shares which may be issued upon exercise
of all outstanding options is not permitted to exceed
30% of the shares of the Company in issue at any point
in time. The total number of shares in respect of which
options may be granted under the New Share Option
Scheme in aggregate is not permitted to exceed 10% of
the shares of the Company in issue at the adoption date.
The total number of shares in respect of which options
may be granted to any individual is not permitted to 1%
of the shares of the Company in issue in any 12-month
period unless such grant is approved by independent
shareholders at a general meeting.

30. fsRztE st

ERRABRZE—ZFB—HRETZER
HBEXSG L 2% —IﬁﬁﬁﬂﬂngilJ(r_“—:
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30. SHARE OPTION SCHEME (continuea) 30. EBRetEstE =
No options have been granted under the 2012 Share REBEE_E_A1FE-_ZE_MNE+ZA
Option Scheme nor the New Share Option Scheme during —+—BLFEEREFEE > BERE_-Z
the year ended 31 December 2025 and 2024 and in prior — BRI ERESER IR
years. MG HE
31. NOTES TO THE CONSOLIDATED 31. A BT RERMEE
STATEMENT OF CASH FLOW
(@) Major non-cash transactions (@ EEIFRERS
During the year ended 31 December 2025, amounts BE _ S A+ _B=+—HILHE
of approximately HKS$nil (2024: HK$779,000) and E HRpKIEHEY TREEERAE
HK$nil (2024: HK$1,006,000) has been reduced EaBEREESRLOTERAT (T8
from the carrying amounts of right-of-use assets U4 779,000 w) REE T (ZF
and lease liabilities respectively in respect of early — P94 1 1,006,000 7T) ©

termination of lease.

(b) Changes in liabilities arising from b) MEXZHBREENEGEEE
financing activities
2025 “EZRE
Interest-
bearing
borrowings
and film Derivative Financial
investment financial liabilities
loans liabilities at FVTPL Total
HEEER BATEAA
EFREER fiEsmar HBENERAR st
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
At 1 January 2025 RZE_RE—-F—H 410,705 40,632 195,373 646,710
Changes from financing cash flows ~ RIBBRETHEEE (23,789) - (8,239) (32,028)
Non-cash walver of interest payable TR ERIIEREE S (15,939) - - (15,939)
Interest expenses HER% 20,463 - - 20,463
Fair value changes in financial BATES ABENEREER
liabilities at FVTPL and derivative TEERaRATEED
financial liabilities - 2,002 (106,059) (104,057)
Disposal of subsidiaires (note 11) HEMRBAR (1) (226,106) (15,683) (11,388) (253,177)
Exchange realignments ERHEE 720 52 462 1,234
At 31 December 2025 RIEZa1F+-BA=+—-H 166,054 27,003 70,149 263,206
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31. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOW (continueq)

(b) Changes in liabilities arising from

1. RAREFRERMWE @

b) MEEXBFRELENGEEH

financing activities (continuea) (#)
2024 “ETWE
Interest-
bearing
borrowings
and fim Derivative Financial
investment financial liabilities Lease
loans liabilities at FVTPL liabilities Total
HEEER BATEEHA
BEXREER TEERAt BaNemaR HESE ast
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TET TAT TET FAT
At 1 January 2024 RIEZWE—/B—H 441,696 36,984 196,464 1,657 676,801
Changes from financing cash flows BIER&HEE (49,707 - (26,441) (682) (76,830)
Non-cash waiver of interest payable FEfSF| EHIIEREH & (6,249) = = = (6,249)
Non-cash waiver of lease obligation lH E & HHIEFLH % - - - (1,006) (1,006)
Interest expenses FIEREX 26,713 = = 31 26,744
Fair value changes in financial BATESABRNER
liabilities at FVTPL and derivative & ERATESBE &
financial liabilities NTEEH) - 3,836 26,377 - 30,213
Exchange realignments ERAE (1,748) (188) (1,027) - (2,963)
At 31 December 2024 RIBZNE+ZA=+—
H 410,705 40,632 195,373 - 646,710
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32. COMMITMENTS

(@@ The Group had the following contractual
commitments at the end of the reporting period:

32, K

(a)

REBEHR ZAEBAUTEAKE !

2025 2024

—EhHEF —E g

HK$’000 HK$’000

FHER FET

Film investments BEKE 101,271 151,510

(b) The Group has no lease contract that has not yet
commenced as at 31 December 2025 and 2024.

33. RELATED PARTY TRANSACTIONS

(a) Other than the transactions detailed elsewhere in
these consolidated financial statements, the Group
did not have any material transactions with related
parties during the years ended 31 December 2025
and 2024. Outstanding balances with related parties
as at 31 December 2025 and 2024 are disclosed
below.

RZE_IER-_ZFZMNE+ZA
=t+—BE xEBRUEHABENES

BHe

33. Rt B3R5

(a)

RBEEZZ-_AFR-ZEZNEF+ZAH
=+ —HIEFE BZEREMBRE
HMEIOFAsEli 2 X590 REE M &
EREEMAZEARZ - RN _E A
FER_E_NFE+_A=+—HHEH
B2 AREBEBEGFEEN T

BERKEBRRART —EHFFR
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33. RELATED PARTY TRANSACTIONS 33.

(continueq)

(b) Outstanding balances with related parties:
(i)  Amount due to a shareholder

R 535S

(b) eapam: s = R EBEH

() Eff—BREFE

2025 2024
—E_RE —EE
HK$’000 HK$’000
FE&T FAET
Amount due to FE — S B ERFIE
a shareholder = 1,063

The amount due to a shareholder is non-trade
in nature, unsecured, interest-free and has no
fixed terms of repayment.

(i)~ Film investment loan

BN —2RERRERFEZEE
BRI REREBEEEEMMR-

(i) BEREEM

2025 2024

HK$’000 HK$’'000

FHERT FET

A shareholder —%RE - 32,827

The film investment loan is trade in nature,
unsecured and bears interest at a fixed rate
of 6% per annum and is overdue as at 31
December 2024.

For the year ended 31 December 2025, the
Group disposed of certain subsidiaries and
underlying liabilities of film investment loan as
disclosed in Note 11.
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33. RELATED PARTY TRANSACTIONS 33. FEt AR @

(continueq)
(€) Compensation of key management personnel of the () mERMTEEEASFH
Group
The remuneration of the key management of the FRAEBFEZEEAEHFMAOT !

Group during the year was as follows:

2025 2024
“E-hEF —Z O
HK$’000 HK$’000
F#A T TFAETT
Short term employee benefits RHEERN 5,831 5,924
Post-employment benefits BB E 36 54
Total compensation paid to key B EEEIEA E#HBIiEEE
management personnel 5,867 5,978
The remuneration of directors and other members EEREMFECTEERE ZHMNAE
of key management is determined by the Board EERBE/AXRBRETBEBBET -
of Directors having regard to the performance of
individuals and market trends.
Further details of directors’ and the chief executive’s ERESEAFETHAEBETMN ZE—D
emoluments are included in note 8 to the HBEH N R MR RMIFES

consolidated financial statements.
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34. FINANCIAL INSTRUMENTS BY

CATEGORY

The carrying amounts of each of the categories of financial

instruments as the end of the
follows:

2025

reporting period are as

34. BRENBSNEMTIR

RBERR TR ITARBESENREET

T

—EZRE

Financial assets

mandatorily Financial
measured assets at
at FVTPL amortised cost Total
R ATE
AT RESEETE
HENEREE ZERMEE @t
Financial assets EREE HK$°000 HK$000 HK$’000
FERT FET FET
Trade receivable B R EWRIE - 2,030 2,030
Financial assets included in prepayments, 5t ATB 1 708 Bt FUIE K
other receivables and other assets HMEENSREE - 6,594 6,594
Financial assets at FVTPL BATEHABGNEHEE 37,281 - 37,281
Cash and cash equivalents RERE£EEER - 13,220 13,220
Total st 37,281 21,844 59,125
Financial liabilities Financial
designated as liabilities at
FVTPL at amortised
initial recognition cost Total
TR
EEARATE
AEE g E e[
MEMEE HEZEHMAER @t
Financial liabilities ERafE HK$'000 HK$'000 HK$'000
FERT FET FET
Financial liabilities included in HARMEMTERESERN
other payables and accruals THEaR - 49,137 49,137
Interest-bearing borrowings and fim B EERBEREEN
investment loans - 166,054 166,054
Derivative financial liabilities TEEmEE 27,003 - 27,003
Financial liabilities at FVTPL BATEHABGNEHERE 70,149 - 70,149
Total 4Bt 97,152 215,191 312,343
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34. FINANCIAL INSTRUMENTS BY

CATEGORY (continueq)

The carrying amounts of each of the categories of financial
instruments as the end of the reporting period are as

follows: (continued)

(. ENASHERTA @

REREREAR EMIAZEDENREEN
&

2024 —E U4
Financial
assets at
amortised cost
R H R AT 2
ZEMEE
Financial assets EHEE HK$’000
TAT
Trade receivable B 5 R IE S
Financial assets included in prepayments, 5T AT IE s EMEWFZIER EMEEN
other receivables and other assets SREE 100,463
Cash and cash equivalents HeKRIBSEEEB 38,826
Total st 139,289
Financial liabilities Financial
designated as liabilities at
FVTPL at amortised
initial recognition cost Total
RANERED R
BERBATE
sTAER e SEIRIN
NemaR HEZERER wast
Financial liabilities &RafE HK$'000 HK$'000 HK$'000
FAT TAT THET
Financial liabilities included in SAHMEMRERESERN
other payables and accruals ERBE - 55,750 55,750
Interest-bearing borrowings and fim B EERBEREER
investment loans - 410,705 410,705
Derivative financial liabilities ThEmar 40,632 - 40,632
Financial liabilities at FVTPL BRATEHABENERER 195,373 - 195,373
Amount due to a shareholder R —aRERHE - 1,083 1,063
Total Bt 236,005 467,518 703,523
HYRHERBRAT —E-LFER
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35. FAIR VALUE AND FAIR VALUE

194

HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of cash
and cash equivalents, trade receivables, financial assets
included in prepayments, other receivables and other
assets, financial liabilities included in other payables and
accruals, financial assets at FVTPL, interest-bearing
borrowings and film investment loans, amount due to a
shareholder, derivative financial liabilities and lease liabilities
approximate to their carrying amounts largely due to the
short-term maturities of these instruments.

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the
chief financial officer and the audit committee. At each
reporting date, the finance department analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation. The
valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed
with the audit committee twice a year for interim and
annual financial reporting.

The fair values of the financial liabilities are included at the
amount at which the instrument could be exchanged in
a current transaction between willing parties, other than
in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair value:

The fair value of the derivative financial liabilities and
financial liabilities at FVTPL is assessed by an independent
valuer based on the discounted cash flows model under
income-based approach.
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35. EMITRANAFERATFEE

35. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continueq)

Below is the summary of the valuation techniques used
and significant unobservable inputs to the valuation of
financial instruments together with a quantitative sensitivity

analysis as at 31 December 2025 and 2024.

4R )

TR

A =S

TR RFERIZFNELTA
—+—HEMIAGEMERZEERNKR
EATAHRERAABBUKREEHRED -

Significant
Valuation unobservable Sensitivity of fair value
techniques input Range to the input
EXFTHE
fh{E % BARE #E AT EHEA RSN REE
Derivative financial liabilities Income-based Estimated 2025: HK$18,214,000 to 5% (2024 5%) increase/decrease
approach revenue from HK$324,325,000 in estimated revenue would result
films (2024: HK$18,145,000 to in increase/decrease in fair value by
HK$312,493,000) HK$1,446,000/HK$1,377,000 (2024:
HK$2,365,000/HK$2,196,000)
TEemaR LN RBE¥RZ ZTTHE18,214,0008 Bt ERIE M,/ R 5%
Bt TCE324,325,000 7T (CZMmE 5%) EERATE
(ZB U4 18,145,000 K210,/ 38/1,446,00058 75,/
TTE312,493,0007 75) 1,377,000 7T
(CBZME : 2,365,000 7T
/2,196,000 7T)
Financial liabilities at FVTPL Income-based Estimated 2025: HK$75,708,000 to 5% (2024 5%) increase/decrease
approach revenue from HK$324,325,000 in estimated revenue would result
films (2024: HK$70,868,000 to in increase/decrease in fair value by
HK$312,493,000) HK$2,221,000/HK$2,115,000 (2024:
HK$9,462,000/HK$9,012,000)
BATEHABGNEHEE LN ®BE¥Rz ZTZHE 757080008 BatiERIE M,/ R 5%
Bt 70 E324,325,000% 7T (CZWmE 5%) EERATE
(ZZ M4 170,868,000 KN,/ 8/02,221,00085,/
TCE312,493,00078 7T) 2,115,0008 7
(CBME 9,462,000 T
/9,012,000 77)

BEHRKEBRIRART —BI1FEFER

195



196

Notes to the consolidated financial

B M FEsERR MR (B

statements (Continued)

For the year ended 31 December 2025 i ZE —_ T _HAE+_F=+—HILFE

35. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group’s financial instruments:

Assets measured at fair value:

At 31 December 2025, the fair values of unlisted fund
investments for financial assets at FVPL are determined by
reference to the prices quoted by the financial institutions.
The significant observable inputs are observable market
data for the underlying money-market instruments and
market rates.

At 31 December 2025

3. EMTANATFERATFERE

4R )

AFEER
TRITAEESHIAZ ATENEBER

RATEBNRE

R-ZE_AF+_A=+—H RAFEH
ABHNEMEER LTRESREZ RNFE
BD2EGRMEENREET -SAEES
ABBEAEMERET S TANATRETEH
R WS R

R-EZAF+-A=+—H

Fair value measurement using

ERUTRRMEZATENE

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total
1B EATHE EAFUHE
hiEkRE BARE BARE st
(Level 1) (Level 2) (Level 3)
(E—4) (B=4p) (B=%)
HK$’000 HK$'000 HK$’000 HK$’000
THET THET FHET FHERT
Financial assets at FVTPL BATESABRNEHEE - 37,281 - 37,281

Liabilities measured at fair value:

At 31 December 2025

BRATEREZAR:
RZEZHZF+ZRA=+—H

Fair value measurement using

ERUTERMIEZATEAE

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total
RiER EATHE EATUHE
HiRE BAYE WAYE st
(Level 1) (Level 2) (Level 3)
(E—%4) (=) (B=4)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FERT FET
Derivative financial liabilities e Y=Y - - 27,003 27,003
Financial liabilities at FVTPL RATEFABRNERHERE - - 70,149 70,149
Total st - - 97,152 97,152
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35. FAIR VALUE AND FAIR VALUE 3. EMITANAFERLATFEHE
HIERARCHY OF FINANCIAL R @
INSTRUMENTS (continueq)
Fair value hierarchy (continued) YNSREV=F 8
The following table illustrates the fair value measurement TRIITAEBERTAZ ATESAEER !

hierarchy of the Group’s financial instruments:

At 31 December 2024 RIEBE_mE+"BA=+—H

Fair value measurement using

BRANTREMEZ ATEHE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs Total
it EABEE EATHEZE \
miERE BARE BAZE st
(Level 1) (Level 2) (Level 3)
E—R) EZ® E=R)
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET AT
Derivative financial liabilties TEemes - - 40,632 40,632
Financial liabilities at FVTPL BATESABRNERER - - 195,373 195,373
Total a5t - - 236,005 236,005
During the year, there were no transfers of fair value REN E—REF R 2BRFETENL
measurements between Level 1 and Level 2 and no EEE S TETHEEEATELFE =AY
transfers into or out of Level 3 for financial liabilities (2024 BR(CEIME &) o
nil).
The information about the movements in fair value BHE_E_HAER_F_NFEF+_B=+—
measurements within level 3 during the years ended 31 HEFEE-HRAFETGENE @J L apsl
December 2025 and 2024 are disclosed in notes 27 and PR e R R M FT27 28 I 5

28 to the consolidated financial statements respectively.
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36. FINANCIAL RISK MANAGEMENT

198

OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
amount due to a shareholder, interest-bearing borrowings
and film investment loans, derivative financial liabilities,
financial liabilities at FVTPL, financial assets at FVTPL and
cash and cash equivalents. The main purpose of these
financial instruments is to raise finance for the Group’s
operations. The Group has various other financial assets
and liabilities such as trade receivables and contract
assets, which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, other price risk, foreign
currency risk, credit risk and liquidity risk. The Board of
Directors reviews and agrees policies for managing each of
these risks and they are summarised below.

Interest rate risk

The Group are primarily exposed to fair value interest rate
risk in relation to fixed-rate interest-bearing borrowings and
film investment loans (note 26) and lease liabilities (note
15) and cash flow interest rate risk in relation to variable-
rate bank balances (note 23). The Group currently does
not have an interest rate hedging policy. The management
monitors interest rate risk exposure and will consider
hedging significant interest rate exposure should the need
arises. The Group considers that the exposure of cash flow
interest rate risk arising from variable-rate bank balances is
insignificant because the current market interest rates are
relative stable.

Other price risk

The Group is exposed to fair value price risk through its
unlisted money fund investments. The directors of the
Company monitor the price risk and will consider hedging
the risk exposure should the need arise.

The sensitivity analyses have been determined based on
the exposure to fair value price risk at the reporting date.
For sensitivity analysis of unlisted money fund investments
with fair value measurement categorised within Level 2, the
sensitivity rate is increased to 1% in 2025 as a result of the
volatile financial market.
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Other price risk (continued)

If the prices of the respective unlisted fund investments
had been 1% (2024: nil) higher/lower, the post-tax profit
for the year ended 31 December 2025 would increase/
decrease by HK$311,000 (2024: nil) as a result of the
changes in fair value of unlisted fund investments.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies.
None (2024: None) of the Group’s sales were denominated
in currencies other than the functional currencies of the
operating units making the sale.

The following table demonstrates the sensitivity at the end
of the reporting period to a reasonably possible change
in the US$ exchange rates, with all other variables held
constant, of the Group’s loss before tax (arising from US$
denominated financial instruments).

36. HEAEEEEBEAEREE @

HMERRR @

WMEIFLHESRENES EH TE1%

TEONE @\ CABE_SEAFE+C
B=+—HLEFENBREEAERIELT
HEREQNFEEEMIEMRL311,0008
TT(CTETPYLE ) o

S L B

AEBEHRSEEAR ZEARDER
A B L BB 2 D A S M LUSh 2 B M 1S
BEMEL ARELR (CROE ) 88
5 2 LUE 794 15 2 48 B B D AR S5 M LUS B
S E

TREINEMBEEMEHERFRTEZIBR
T AEBRGRAER CREUETHENS
MTE) HRNESHARETER GEA S
B2 HBRE -

Increase/ Increase/
(decrease) (decrease) in
in basis point loss before tax
EEhiEm PRI AIRSIR
/ GRL) ¥ghn, GRb)
HK$'000
T
2025 Sk - 2
If the HK$ weakens against the US$ WA TRETERE 100 3,052
If the HK$ strengthens against the US$  HB TR ETHE (100) (3,052)
2024 “ETHE
If the HK$ weakens against the US$ HWETRETEE 100 3,714
If the HK$ strengthens against the US$  {HB TR ETTIHE (100) (3,714)
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36. FINANCIAL RISK MANAGEMENT 36.
OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment

Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in financial loss to
the Group. At the end of the reporting period, the Group’s
maximum exposure to credit risk which will cause a
financial loss to the Group due to failure to discharge an
obligation by the counterparties arises from the carrying
amount of the respective recognised financial assets as
stated in the consolidated statement of financial position.

The Group’s internal credit risk grading assessment
comprises the following categories:

HERBEEEAEREE @

158 bR B R (B 5T
EEARIEHFHEREANED S84
EEELMBEBRZAR RREPR K&
BT AZNEEAR LR (RRETRERT
BT RIS AR EEERMBE) RS
BIRGAMBRRARZSERDSMEE
2 BREE

AEBENANEEERBTRTEEEUTE
il

Trade receivables/

Category Description contract assets Other financial assets
5 fiit BUEREN GHNEE HtSHEE
Low risk The counterparty has a low risk of default or does not have any Lifetime ECL 12m ECL
past-due amounts - not credit-impaired
(A9 HFEAWENRRRRE LR EIBEHRIE LHRBEERR 128 ARIEERE
—UREREERE
Watch list Debtor frequently repays after due dates but usually settle in full Lifetime ECL 12m ECL
- not credit-impaired
FIAERLE EEALERIFERENR CEREEENE FHRAEERE 12BARIREERE
—UREREEHE
Doubtful There have been significant increases in credit risk since initial Lifetime ECL Lifetime ECL
recognition through information developed internally or external - not credit-impaired - not credit-impaired
resources
75 AEESMNEERRRFMSE B REE R BREILIR PRAEERE SHRBESRE
BEEM —UREREEHE —IREREERE
Loss There is evidence indicating the asset is credit-impaired Lifetime ECL Lifetime ECL
- credit-impaired - credit-impaired
B BRBEBREECEREERNE 2HRAEERE SHRBESERE
—LREEHAE —ERESHE
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36. FINANCIAL RISK MANAGEMENT 36. MEEMEEBERBE @
OBJECTIVES AND POLICIES (continuea)
Credit risk and impairment assessment EE R R BESE @
(continueq)
The tables below detail the credit risk exposures of THRHAMWH TAEETHEERTSTNEE
the Group’s financial assets, which are subject to ECL Rk ZEEERETTHIAGEERETG !
assessment:
External Internal
Notes credit rating  credit rating 12m ECL or lifetime ECL Gross carrying amount
5hEB R 12{8 A A E B RS 1R as at 31 December
Mz EEER BB SHREEEE R+ZB=+—B&KEE
2025 2024
“EZRE T NE
HK$'000 HK$'000
THET FET
Financial assets at amortised cost
RIBERTTIRNEREE
Trade receivables 17 N/A Low risk Lifetime ECL - not credit impaired 2,030 -
U B ZERR AER ‘AR 2HBHEESE-TXREREERE
Loss Lifetime ECL - credit-impaired 18,684 96,152
B8 SHRREERE-BLREGRE
20,849 96,152
Other receivables and deposits 18 N/A Low risk 12m ECL
HiRKFIEREE AEA KRR 12BBTRIAEEER 6,594 100,463
Loss Lifetime ECL - credit-impaired 91,047 =
58 2HENEERE-BLREERE
97,641 100,463
Bank balances 28 Al N/A 12m ECL 13,220 38,826
RITHEER ~ER 12BEEHEEEE
Other item
HiEE
Contract assets 19 Low risk Lifetime ECL - not credit-impaired 4,848 7,696
BNEE ‘AR 2HBHEESE-UXREREERE
Loss Lifetime ECL - credit-impaired 32,308 84,727
B8 2HRHEERE-BLREENE
37,156 92,423
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36. FINANCIAL RISK MANAGEMENT

202

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment
(continueq)

Trade receivables and contract assets arising
from contracts with customers

In order to minimise credit risk, the Group has delegated
its finance team to develop and maintain the Group’s credit
risk grading to categorised exposures according to their
degree of risk of default. The finance team uses publicly
available financial information, whenever available, and/
or the Group’s own historical repayment records to rate
its major customers and debtors. The Group’s exposure
and the credit ratings of its counterparties are continuously
monitored and the aggregate value of transactions
concluded spreads amongst counterparties. The Group
is exposed to concentration of credit risk at 31 December
2025 on trade receivables and contract assets from the
Group’s the largest customers and top five customers
amounting to HK$2,030,000 and HK$4,848,000 (2024:
nil and HK$7,696,000), respectively, and accounted for
approximately 100% and 100% (2024: nil and 100%) of
the Group’s total trade receivables and contract assets.

For trade receivables and contract assets, the Group has
applied the simplified approach in HKFRS 9 to measure
the loss allowance at lifetime ECL. Trade receivables are
assessed on a collective basis by using provision matrix
within lifetime ECL (not credit-impaired) as disclosed in
note 17. Debtors of credit-impaired with gross carrying
amounts of HK$18,684,000 (2024: HK$96,152,000)
as at 31 December 2025 were assessed individually.
Contract assets are assessed individually for impairment
assessment based on the Group’s internal credit rating,
historical credit loss experience, aging analysis, repayment
history and/or past due status of respective trade
receivables and contract assets, adjusted for factors that
are specific to the debtors, general economic conditions
and an assessment of both the current as well as the
forecast direction of conditions at the reporting date,
including time value of money where appropriate.

The following table shows movements in lifetime ECL that
has been recognised for trade receivables and contract
assets under the simplified approach.
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36. FINANCIAL RISK MANAGEMENT 36. WEEGEEEIERBE @
OBJECTIVES AND POLICIES (continuea)
Credit risk and impairment assessment EE R R BESE @
(continueq)
Trade receivables and contract assets arising ERSHFELHEZEKZBERE
from contracts with customers (continued) HEE 18
Contract assets Trade receivables
BHNEE FEWE Z RN
Lifetime ECL Lifetime ECL Lifetime ECL Lifetime ECL
(not credit- (credit- (not credit- (credit-
impaired) impaired) impaired) impaired) Total

2HEH 2HEH 2HEH 2R
EEFE EEBE EERE FEBE

(It % 3R (B4R (I 3R (B4R
EERE) EERE) EERE) EERE) a5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FET TET
At 1 January 2024 RZZZME—F—H 9 90,121 - 99,494 189,711
Impairment losses reversed BEEIRERE 81) (3,471) - (632) (4,184)
Exchange realignments ERRE - (1,938) - 2,710) (4,648)
At 31 December 2024 RZEZME
+-B=+—H 15 84,712 - 96,152 180,879
Disposal of subsidiaries (note 11)  HEMB AT (HzE11) - (52,921) - (78,134) (131,055)
Impairment losses recognised for  HELLREE Y
new financial assets originated ~~ BHESRAERE 10 - 135 - 145
Exchange realignments R - 492 - 666 1,158
At 31 December 2025 RZE_RE
+-B=+—H 25 32,283 135 18,684 51,127
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36. FINANCIAL RISK MANAGEMENT 36. WIEEMREEBERBKE @

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment
(continueq)

Trade receivables and contract assets arising
from contracts with customers (continued)

The loss rates are determined based on historical observed
default rates over the expected life of the debtor, and are
adjusted to reflect current and forward-looking information
on macroeconomic factors affecting the ability of the
customers to settle the receivables, which include the
forecast of GDP in USA. The contract assets relate to
unbilled work in progress and have substantially the
same risk characteristics as the trade receivables for the
same types of contracts. Management of the Group has
therefore concluded that the expected loss rates for trade
receivables are a reasonable approximation of the loss
rates for the contract assets.
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36. FINANCIAL RISK MANAGEMENT 36. WEAMREBEEEREE @
OBJECTIVES AND POLICIES (continuea)
Credit risk and impairment assessment EE R R BESE @
(continueq)
Other receivables and deposits HthEWz B R %ZE
For other receivables and deposits, the management HREMEWRREREZS EEEREESE
makes periodic individual assessment on the recoverability GERR BELCEBUMAGIEE I FRIES
of other receivables and deposits based on historical NEEMNEMEE THEHEMEBWRRIER
settlement records, past experience, and also quantitative ¥ & 89 0] O] WM 2 97 8 B 5T 1 o H fh B R
and qualitative information that is reasonable and BERESPRERNBEREZESNT .

supportive forward-looking information. The movement of
impairment allowance on other receivables and deposits
for the year is as follows:

The movement of impairment allowance on other HMEWRBERZSNFEANANREREEH
receivables and deposits for the year is as follows: wr
Lifetime ECL Lifetime ECL
(not credit- (credit-
impaired) impaired) Total
2B 2R
Z855#E EEEE
(i 8% 3R (BHR
EERHE) E&iRE) At
HK$'000 HK$'000 HK$'000
AT AT TAT
At 1 January 2024 and RIZEZME—HBA—HK
31 December 2024 T ME+ZA=1+—H - - -
Changes due to financial instruments ~ RW_Z_hFE—F—HERER
recognised as at 1 January 2025: RAefTEEENES
— Impairment allowance recognised —ERDRESR - 91,047 91,047
At 31 December 2025 RZBE_AF+_A=+—H - 91,047 91,047
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36. FINANCIAL RISK MANAGEMENT

206

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment
(continueq)

Bank balances

Credit risk on bank balances is limited because the
counterparties are reputable banks with high credit ratings
assigned by international credit agencies. There has been
no history of default in relation to these banks. The Group
performs impairment assessment on the bank balances
under 12m ECL model. The management of the Group
considers the risk of default is low based on the average
loss rate by reference to credit ratings assigned by
international credit-rating agencies. The Group assessed
that the ECL for bank balances were insignificant.
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment
(continued)

Liquidity risk
The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains

sufficient reserves of cash to meet its liquidity requirements
in the short and longer term.

The Group’s policy is to maintain sufficient cash and cash
equivalents or have available funding through interest-
bearing borrowings to meet its commitments over the
foreseeable future in accordance with its strategic plan.

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

36. HERAGEEREREE @

EERRERBESE @

MENE = A

FEBZERDBERERERNRBHABE
EHEICBERERFTEENESRBLURNERE
HREHNABETT K

FEBZHRABRELBBE  RETE
WREAETFEREANERGFERBREERS
BRES UENRERKEBITHAE

REBEGORMEBEAR AEERKRSHRZ
THREEIHHBERAOT

2025
—E"RE
On demand
or less than 1to5
1 year years Total
BEXS
LR—5 —E1E 1z
HK$’000 HK$'000 HK$’000
F#ERT FAET FERT
Other payables HtE IR 49,137 - 49,137
Interest-bearing borrowings and HEEEREFREER
film investment loans 166,054 - 166,054
Derivative financial liabilities TEERaE 27,003 - 27,003
Financial liabilities at FVTPL BRATEHABANEHER 70,149 - 70,149
Total 4t 312,343 - 312,343
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36. FINANCIAL RISK MANAGEMENT 36. HIEEMEEBERBE @
OBJECTIVES AND POLICIES (continuea)
Liquidity risk (continued) mEEERE @
The maturity profile of the Group’s financial liabilities as at RIBSENREBNT AEBRKRSGHERXRZ
the end of the reporting period, based on the contractual STHEEINPBERUT (&

undiscounted payments, is as follows: (continued)

2024
2 mE
On demand
or less than 1t05
1 year years Total
DR—f —Ehf 2%
HK$'000 HK$'000 HK$'000
AT AT FTAT
Other payables HitpE M HIE 55,750 - 55,750
Interest-bearing borrowings and FEEERERRKREEN
film investment loans 410,705 - 410,705
Derivative financial liabilities ThEEmar 40,937 - 40,937
Financial liabilities at FVTPL BRATEAABENERER 195,373 - 195,373
Amount due to a shareholder P —% R RIE 1,063 - 1,083
Total 4t 705,651 - 705,651
Further information regarding the Group’s liquidity risk and EEAEERESE SRR NEEMMFEIKE
the actions taken and planned by the Directors is set out in BINITEMNE— P ERNFENGEMBIRERW
note 2.1 to the consolidated financial statements. 5210
Capital management BARER
The primary objectives of the Group’s capital management AEBREABEE EEZERARGAEEA
are to safeguard the Group’s ability to continue as a going BREKSEZEN BERFBRZ2EARLER
concern and to maintain healthy capital ratios in order to UL IFEEBEBEERRACKREEE
support its business and maximise shareholders’ value.
The Group manages its capital structure and makes REERIBELE B R 2 S8 & R RS E 48
adjustments to it in light of changes in economic MEEEEHEAGERBIEHARE - HECZ
conditions and the risk characteristics or the underlying ETHRERIZEINFF A=+ —HIESF
assets. The Group made no change to its capital structure B AERNEXRGEEIBEEE L.

during the years ended 31 December 2025 and 2024.
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36. FINANCIAL RISK MANAGEMENT 36. MEEMEEBERBE @

OBJECTIVES AND POLICIES (continuea)

Capital management (continued) BARERE @

The Group monitors capital using a gearing ratio, which AEBHRBAEARSELE BIERFRERUL
is net debt divided by the adjusted capital plus net debt. PAEBERANERE R BERER - ERFEE
Net debt includes interest-bearing borrowings and film EtEEEABEREER - TEEMEE
investment loans, derivative financial liabilities, financial BAFTESFAEGHESREE - BEN—2K
liabilities at FVTPL, amount due to a shareholder less cash RABERREMAEcEEEBER BEABE
and cash equivalents. Capital includes equity attributable NEBEEANELEZ NI REPRPVER
to owners of the parent. The gearing ratios as at the end of BELEERNOT

the reporting periods were as follows:

2025 2024
Sk - 2 —TTOFE
HK$’000 HK$’000
FHET FATT
Interest-bearing borrowings and FEERERBERREER
film investment loans 166,054 420,629
Derivative financial liabilities TEEMEas 27,003 40,632
Financial liabilities at FVTPL BATESABENET/MER 70,149 185,449
Amount due to a shareholder FE — S B ERRUIE - 1,063
Less: Cash and cash equivalents B RERIREEEIER (13,220) (38,826)
Net debt B 358 249,986 608,947
Equity attributable to owners of the BREHE AELER
parent (135,602) (382,018)
Capital and net debt ER WA 114,384 226,929
Gearing ratio BRBBLER 219% 268%
Further information regarding the Group’s net liabilities and ERAEEERFENESMENEEN
the actions taken and planned by the Directors is set out in TENE—TERNHNESM BRI T
note 2.1 to the consolidated financial statements. 2.1¢°
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37. PARTICULARS OF PRINCIPAL

210

SUBSIDIARIES OF THE COMPANY

Details of the principal subsidiaries directly and indirectly
held by the Company at the end of the reporting period are
set out below.

37. ZRBE 2 T EMBARFE

2025 2024
k- Juk -3 - Ja 1
Place of incorporation/ Issued ordinary/ Percentage of equity Percentage of equity
Name registration and business  registered share capital attributable to the Company attributable to the Company Principal activities
E HRRL BRREENS CRALE/ MR FRARMERET A FRAREREG A IEEE
Direct Indirect Direct Indirect
Ef Rt Ef ik
Surin Development Limited British Virgin Islands (‘BVI')  USS1 ordinary share N/A - 100% - Investment holaing
(note)
HERLHE BERIET s i BELR
(EBRLEE) (1)
Starry Ample Limited BVI USS1 ordinary share - N/A - 100%  Film investments
(note)
EERUES LERIZER TR Y4B
()
Beautiful Asia Limited BVI USS1 ordinary share = N/A S 100%  Film investments
(note)
HBRYES LERER TR ETRE
()
IBETVLEEERAT PRC HK$100,000,000 = NA = 100%  Media and movie operations
(Jiangyin Xing Kong Culture registered capital (note)
Commupication Co., Ltd)*
IBEEVEEERAAY  HE FHAE100,000,000% 7 TR BRERETER
()
Star Media International Limited ~ Republic of Seychelles USS1 ordinary shares - N/A - 100%  Film investments
(note)
EERLAE LERIET TR BVkE
()
Starlight Legend Investment Limited Republic of Seychelles US$100 ordinary shares 100% = 100% - Investment holding
EERLAE EERI00ET ErR
Starlight Media Inc. USA US$1,000,000 ordinary shares - 100% - 100%  Media and movie operations
26 ZHER1,000,00057 BRERETER
Starlight Culture Entertainment USA US81,000 ordinary shares - 100% - 100%  Media and movie operations
Limited
26 ZER1,000%7 BRERETER
Note: In April 2025, the Group disposed of certain subsidiaries as sk : RZZZAFNA > AEBEHEETHEB A G

disclosed in note 11.

. IREZEXICEEAERAT (Jiangyin Xing Kong Culture
Communication Co., Ltd.) is registered as a wholly-foreign owned
enterprise under PRC law.

i The English name of the entity registered in the PRC represents
the best efforts made by the management of the Company to
translate its Chinese name as the entity does not have an official
English name. The English translation of the name is for identification
purposes only.

None of the subsidiaries had issued any debt securities at the end of
the year.
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i a M ERR M (B

37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY

(continueq)

At the end of the year, the Company has other subsidiaries
that are not material to the Group. The principal activities

of these subsidiaries are summarised as follow:

Principal activities

FEEH

Principal place of business

FEEEMES

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

37. X 2T ZEEMBATFRE @

REXR ZARFZEMMNB AT HAERM
EUEAER-ZEMBABDZETE R/
LI

Number of subsidiaries

MEARHAE

31/12/2025
kSl -
+—-B=+—H

31/12/2024
—E g
+—-_B=+—H

Investment holding
KREEZER

Inactive

REFE

Hong Kong
EE

BVI
BERUHE
USA

ESE

Canada
mEX

Hong Kong
BE

BVI
BERUES
PRC

&

USA

ESE

2

1

4

2
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38. STATEMENT OF FINANCIAL 38. ZATIMIFIR AT

POSITION OF THE COMPANY

Information about the statement of financial position of the

Company at the end of the reporting period is as follows:

ERRSHARETATDYHRRKRZERN T

2025 2024
—E"RE —EFENF
HK$’000 HK$’'000
FEx FHET
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME-BERERE 1 2
Prepayments, other receivables FERIE s EtEREIE R
and other assets Hh&EE - 28,982
Investment in subsidiaries R B AT ZRE 10 10
Total non-current assets ERBEEMEE 11 28,994
CURRENT ASSETS MENEE
Prepayments, other receivables A RIE s EthEWRIE R
and other assets Hth&EE 455 1
Amounts due from subsidiaries FEUL I 8 A B 7018 - =
Cash and cash equivalents BeRIASEEER 67 22
Total current assets REEEME 522 23
CURRENT LIABILITIES mENE R
Other payables and accruals HthE B R ESTE R 2,168 4,472
Contract liabilities BHE8E - 18,086
Interest-bearing borrowings and AEEERENREEN
film investment loans 18,137 28,736
Amounts due to subsidiaries FE{TFY /B A Bl 7B 38,604 54,036
Total current liabilities mENE RAEEE 58,909 105,330
NET CURRENT LIABILITIES mHBERE (58,387) (105,307)

SMART DIGITAL TECHNOLOGY GROUP LIMITED ANNUAL REPORT 2025



Notes to the consolidated financial statements (Continued)

i a M ERR M (B

For the year ended 31 December 2025 i ZE _ T _HAF+_B=+—HIEFE

38. STATEMENT OF FINANCIAL 38. ZAFIMBIRRATR @

POSITION OF THE COMPANY

(continued)
2025 2024
—E-RE S I
HK$’000 HK$’000
FHET FET
Net liabilities BEBEE (58,376) (76,313)
EQUITY =
Share capital i 14,186 9,856
Reserves B (72,562) (86,169)
Total deficit BS54k 4R EE (58,376) (76,313)
Jing Xufeng Hu Fang Hui
=314 A
Co-Chairman Director
HMETR o
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38. STATEMENT OF FINANCIAL 38. ZAFMBURRER @
POSITION OF THE COMPANY
(continueq)
Note: Mok -
A summary of the Company’s reserve is as follows: NABIEEEB R -
Capital
Share redemption Accumulated
premium reserve losses Total
RiRidE ExEERE REtESE st
HK$'000 HK$’'000 HK$’000 HK$'000
FHET THET FHET FHET
At 1 January 2024 K-E-—mE—A—H 556,778 1,564 (725,166) (166,824)
Total comprehensive loss FREABBEEE
for the year - - (18,308) (18,308)
Issue of shares BITRAD 10,263 - - 10,263
Capital reorganisation BAEMH 88,700 - - 88,700
At 31 December 2024 and RIZ2ZIWEFE+ZB=+—H
1 January 2025 R-E-R&—HA—AH 655,741 1,564 (743,474) (86,169)
Total comprehensive loss FRZHEFBEEE
for the year - - (27,712) (27,712)
Issue of shares BITRAD 42,674 - - 42,674
Transaction cost attribute to issue of ~ SREBRETIRNNZ F A4
shares (1,355) - - (1,355)
At 31 December 2025 WZE-RF+=ZB=+—H 697,060 1,564 (771,186) (72,562)
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39. RETIREMENT BENEFIT PLAN

The Group operates a MPF for all qualifying employees in
Hong Kong. The assets of the schemes are held separately
from those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant payroll
costs to the Scheme, which contribution is matched by
employees, with each employee’s qualifying salary capped
at HK$1,500 per month to the MPF scheme.

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries
are required to contribute fixed percentage of payroll costs
to the retirement benefit scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.

The employees of the Group’s subsidiaries which operate
outside Hong Kong and PRC are covered by other
defined-contribution pension plans sponsored by the
government of their respective country of residence.
The Group’s employer contributions vest fully with the
employees when contributed into the pension schemes.

The total cost charged to profit or loss of HK$886,000
(2024: HK$142,000) represents contributions payable to
retirement benefits plans by the Group for the year ended
31 December 2025.

9. BAEFFHE

rEBRMAERACEREERARKMEA
BEsE B2 EEREAEREE N
A BAXEAERTZESRE - AEEEK
HEH BN Z5% M8/ HR > BEFE
HHMEFLLS > MEAUEEMBREE S
ZHEERFHELRDSH1,5008 7T

FEBRPENEBARZEESSHETEK
FEEZERAERANEHN RIS - &
EWBAR ARHEFEMTZEETDLER
ZORRBA IR U B EEEFENE
T AERERZBREMNFE 2 HE—EEE
R AT RE TR -

FEEREBERTPEMIIMEEEZNER
ANEEERSEEFMEARBNFENHNE
thAREHRFEREABINRE - ZEEFR
BEFREZ R — RN ERKEEH
o 28 RBNERES

REBEE_E_FE+_RB=+—HLEEE"
5t AIB 25 BIAR AL 2886,00058 7T (Z & P04 :
142,000 7T) Jh A EE B AREH 5+ 2 E
BN

BEHRKEBRIRART —BI1FEFER
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39. RETIREMENT BENEFIT PLAN (continued)

216

Obligation to LSP under Hong Kong
Employment Ordinance

Pursuant to the Employment Ordinance, Chapter 57, the
Group has the obligation to pay LSP to employees in Hong
Kong under certain circumstances, subject to a minimum
of 5 years employment period, based on this formula: Last
monthly wages (before termination of employment) X 2/3
X Years of service. Last monthly wages are capped at
HK$22,500 while the amount of long service payment shall
not exceed HK$390,000. This obligation is accounted for
as a post-employment defined benefit plan.

Furthermore, the Mandatory Provident Fund Schemes
Ordinance passed in 1995 permits the Group to utilise the
Group’s Mandatory Provident Fund contributions, plus/
minus any positive/negative returns thereof (collectively, the
“Eligible Offset Amount”), for the purpose of offsetting LSP
payable to an employee (the “Offsetting Arrangement”).

The Employment and Retirement Schemes Legislation
(Offsetting Arrangement) (Amendment) Ordinance 2022
(the “Amendment Ordinance”) was gazetted on 17
June 2022, which will eventually abolish the Offsetting
Arrangement. The Amendment Ordinance will come into
effect prospectively from 1 May 2025 (the “Transition
Date”). Under the Amendment Ordinance, the Eligible
Offset Amount after the Transition Date can only be applied
to offset the pre-Transition Date LSP obligation but no
longer eligible to offset the post-Transition Date LSP
obligation. Furthermore, the LSP obligations before the
Transition Date will be grandfathered and calculated based
on the last monthly wages immediately preceding the
Transition Date.
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0. BAEFE @
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40. LITIGATION AND CLAIMS

(@)

On 3 March 2023, a company (the “Plaintiff A”)
incorporated in the PRC has filed a Notice of
Arbitration with Hong Kong International Arbitration
Centre to commence an arbitral proceedings against
a subsidiary of the Company and the Company
in relation to, inter alia, a claim for a repayment
of loan principal of US$3,000,000 (equivalent
to approximately HK$23,306,000) provided to
the Group in 2019, in respect of an investment
agreement (the “Investment Agreement 17) for the
movie, namely “Malignant”, which was arranged
by a former director of the Company (the “Former
Director”) and was entered into between Plaintiff A
and a subsidiary of the Company, and the Company
was claimed to act as a guarantor, notwithstanding
that the underlying loan contract in respect of the
Investment Agreement 1 was entered into between
the Group and an another party (“Party A”).

On 16 September 2024, the Group reached a
settlement agreement with Plaintiff A which the
Group agreed to repay the loans by installments.
During the year ended 31 December 2024 and
2025, the Group has fully repaid by installments in
accordance with the settlement agreement. Upon
receiving a notice of arbitration termination order
on 20 January 2025, the Group has discharged all
the corresponding liabilities under the Investment
Agreement 1 accordingly.

Save for legal costs and arbitration fees, there
was no additional compensation or other amounts
that the arbitral tribunal had ordered the Group to
pay. The amount which the Group was required
to settle with Plaintiff A was limited to the amount
actually received by the Group in previous years as
loan, together with accrued interest thereon, all of
which had been properly recognised in the Group’s
consolidated statement of financial position in prior
financial years.

40.

(a)

s B AR

M_E_=F=A=B’>'—FXPHPE:=E
M aE (REA)) EREEBERE
HEP LR PEBH > HHEARF—
RMB AR RAABIREMHEER T
(HEh 81 BREX(HEE) MR
Etpa ((KERZ ) REBR > BEXRE
BER_ZE-NFREFTEAEENERA
%£3,000,000% 7t (18 & 5 423,306,000
BT ZBEREIAB—REIES (T5]
BR)) THITHREABEAKRAT —KH
BABIL WEBERBAAFTETER
N BREBBARERHINEBER SN
ThHEAEEES —2:T04H (TB751) 5]

)

RIZZEZWFEAA+ B AEEHAR
SAERMBEBZ BRIt AEBRE
NDEEBEER - BE_ T _NEKE_E
THE+-RBA=+—HLEEE - AEH
EREMBHETHDOPEEER -1
“ETHEF-AZ+HHWEIREZILES
BB AEECEEMBITRERE
BT BEMRESE-

FRERERKRMEESN > W EPERED
THEEEXIRENPEENHMAIE
FEBRAREAGENRRERRKE
EERBFFEEAERE RIS
BRHEBSFE  FIAZEREERE
EEBEVRFENGEMBRRTER
HRHES o
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40. LITIGATION AND CLAIMS (continued)

218

(b)

On 27 January 2025, a company (the “Plaintiff
B”) incorporated in the BVI has filed a Notice of
Arbitration with Hong Kong International Arbitration
Centre to commence arbitration proceedings against
a subsidiary of the Company and the Company in
relation to, inter alia, a claim for a repayment of loan
principal of US$473,000 (equivalent to approximately
HK$3,675,000) and icorresponding interest, in
respect of an investment agreement (the “Investment
Agreement 2”) for the movie, namely “Malignant”,
which was arranged by the Former Director and was
entered into between Plaintiff B and a subsidiary of
the Company, and the Company was claimed to act
as a guarantor, notwithstanding that the underlying
loan contract in respect of the Investment Agreement
2 was entered into between the Group and Party A.

A final reward of the arbitration has been released
in January 2026 and the Group has reached a
settlement deed with the Plaintiff B in February 2026.
The Group has fully repaid in accordance with the
settlement deed in February 2026.

Save for legal costs and arbitration fees incurred
during this arbitration, there was no additional
compensation or other amounts that the arbitral
tribunal had ordered the Group to pay. The amount
which the Group was required to settle with Plaintiff
B was limited to the amount actually received by
the Group in previous years as loan, together with
accrued interest thereon, all of which had been
properly recognised in the Group’s consolidated
statement of financial position in prior financial years.

40.
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40. LITIGATION AND CLAIMS (continued)

(c)

On 30 August 2024, a person (“Plaintiff C”)
filed a Notice of Arbitration with the Hong Kong
International Arbitration Centre to commence arbitral
proceedings against the Company in relation to,
inter alia, a claim repayment for a loan principal
of US$3,700,000 (equivalent to approximately
HK$28,805,000) and corresponding interest, in
respect of an alleged investment agreement for the
movie, namely “Malignant” (the “Alleged Investment
Agreement 3”), in which the Plaintiff C alleged that
was arranged by the Former Director and was
entered into between Plaintiff C and another party
(“Party B”), and the Company was claimed to act as
a guarantor.

The Group, after taking into the legal advice, is of
the opinion that the arbitration remains at an early
procedural stage and there are still further procedural
steps to be carried out and therefore, it is still in an
early stage to assess or determine the outcome of
the arbitration and therefore there is no significant
contingent liabilities as of 31 December 2025 and
the date of approving the consolidated financial
statements are authorised to issue.

However, the directors of the Company are of the
view that while the Group’s interest was properly
protected, the Group will vigorously defend against
the claim in the arbitration.

40.
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40. LITIGATION AND CLAIMS (continued)

()
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On 22 September 2022, a company incorporated
in the PRC has filed a writ of summons for a legal
proceedings against a subsidiary of the Group (the
“Subsidiary”) in relation to, inter alia, a claim for a
repayment of investment principal of US$804,000
(equivalent to approximately HK$6,247,000) and
the corresponding interests in respect of a co-
investment agreement for a movie namely, “Midway”
(the “Investment Agreement 4”). On 10 January
2024, the Subsidiary received a final court judgement
mandating a repayment of investment principal
of US$804,000 (equivalent to HK$6,247,000),
along with corresponding interests of US$316,000
(equivalent to HK$2,455,000).

In April 2025, the Group has disposed of the
Subsidiary (as one of the subsidiaries) to an
independent third party as disclosed in note
11. Therefore, the Group has discharged the
corresponding liabilities accordingly.

(d)
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40. LITIGATION AND CLAIMS (continued)

(e)

On 12 August 2024, a company incorporated in
PRC submitted an arbitration notice to the Shanghai
International Economic and Trade Arbitration
Commission, initiating arbitration proceedings
against the Company. The claim relates to a
project investment agreement (the “Investment
Agreement 5”) for the movie, namely “Malignant”
and seeks repayment of an investment principal
of US$2,200,000 (equivalent to approximately
HK$17,091,000) and corresponding interest. The
final award of the arbitration was released in June
2025 and the Group has fully repaid in accordance
with the final award during the year ended 31
December 2025. The Group has discharged all the
corresponding liabilities (which had been properly
recognised in prior financial years) under the
Investment Agreement 5 following the repayment.

40.
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40. LITIGATION AND CLAIMS (continued)
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(®

On 13 August 2024, a company incorporated in the
Cayman Islands submitted a Statement of Claim to
the High Court of Hong Kong, commencing legal
proceedings against a subsidiary of the Company
and the Company. The claim relates to a film project
investment agreement (the “Investment Agreement
6”) for the films namely, “CRA 2”and “CRA 37,
seeking repayment of the investment principal
of US$1,900,000 (equivalent to approximately
HK$14,760,000).

On 23 October 2024, the Group reached a
settlement agreement with the counterparty. The
Group has fully repaid by installments in accordance
with the settlement agreement during the years
ended 31 December 2024 and 2025. Accordingly,
the Group has discharged all the corresponding
liabilities (which had been properly recognised in prior
financial years) under the Investment Agreement 6.

40.
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40. LITIGATION AND CLAIMS (continued)

()

On 4 September 2024, Party B submitted an
arbitration notice to the Shanghai International
Economic and Trade Arbitration Commission,
initiating arbitration proceedings against the
Company. The claim relates to the new project
investment agreement (the “New Project Investment
Agreement”) for the movies namely “Malignant”
and seeks repayment of an investment principal
of US$1,000,000 (equivalent to approximately
HK$7,768,000) and corresponding interest. A final
award of the arbitration has been released in January
2026. Management considered that the relevant
amounts (including the corresponding interests
thereof) recognised by the Group according to final
award of the arbitration in previous financial years
and such balances as of 31 December 2025 is
sufficient and therefore the subsequent final court
judgement will not have a material impact to the
Group’s consolidated financial statements.

41. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to
conform with current year’s presentation.
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Financial Summary

MFFER

RESULTS

ES |

For the year ended 31 December

HE+"RA=t+—HiEE

2021 2022 2023 2024 2025
BT -F T -H TEI=F “Z-NE ZEBZRF
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FTET FER FTET FTET FERT
(Restated)
(& =E75)
Revenue (including continuing and i3 (BLIEFER
discontinued operations) iR ERE ) 199,403 60,247 80,336 40,369 21,909
Profit/(loss) before tax BrE RS (B518) (414,864) (131,739) (49,784) (26,051) 203,310
Income tax (expense)/credit Frisit (=) /% 15,550 (3,458) 3,910 (2,331) (459)
Profit/(loss) for the year FERH,/ (B8 (399,314) (135,197) (45,874) (28,382) 202,851
- Attributable to owners of the parent —&ABEHE AL (399,264) (135,867) (45,720) (28,382) 202,851
- Attributable to non-controliing —JEEE R R (G
interests (50) 670 (154) - -
ASSETS AND LIABILITIES BERAE
2021 2022 2023 2024 2025
B CBIZE IBI=ZH IZENFE ZZ-EHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FTET FET FTET FTET F#ERT
(Restated)
(& =75)
Total assets mEE 731,625 566,722 476,533 442,762 190,189
Total liabilities meE (920,660) (897,259) (854,783) (824,780) (326,292)
(189,035) (330,537) (378,250) (382,018) (136,103)
Equity iy
— Attributable to owners of the parent —& AT %A AL (188,016) (330,184) (377,744) (382,018) (136,103)
— Attributable to non-controlling — IR R E
interests (1,019 (353) (5006) - -
Total 1t (189,035) (330,537) (378,250) (382,018) (136,103)
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