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CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”) (THE “GEM”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware of
the potential risks of investing in such companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange and no
assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this report, make
no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Creative China Holdings Limited (the “Company”) collectively and
individually accept full responsibility, include particulars given in compliance with the Rules Governing the Listing of Securities on
GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the information contained
in this report is accurate and complete in all material respects and not misleading or deceptive, and there are no other matters
the omission of which would make any statement herein or this report misleading.
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Dear Shareholders,

On behalf of the board of directors (the “Board”) of Creative
China Holdings Limited (the “Company”), | hereby present
the annual report of the Company and its subsidiaries
(together the “Group”) for the year ended 31 December
2017.

From 2017, we gradually change our focus of development
from traditional business of program production and event
organisation to business of mobile live broadcasting and
e-commerce and entertainment contents on demand
system.

Internet has become the life necessity in the People’s
Republic of China (the “PRC”) and has changed the
consumption habits for most of the consumers in the PRC.
Nowadays, consumers can stay at home to purchase their
favorite products through the internet, able to communicate
and share their status with friends through online
communication applications in anytime and even fulffill the
basic necessities by using the internet. In this case, it can
see that the consumers in the PRC have fully adapted to
internet in their life, and significantly save their time and cost
spent during daily consumption. In addition, apart from the
commaodity consumer market, the influence of the internet
to the entertainment market cannot be ignored. Following
the rapid development of the mobile internet driven by the
increasing usage of smart mobile devices, audience in the
PRC can enjoy different types of entertainment programs
(including movies, dramas and variety programs etc.)
through their mobile phones or other mobile electronic
devices in “any time, any where”, which eliminate the limit
of traditional broadcasting of the entertainment market.
Therefore, the “battlefield” of entertainment industry in
the PRC is changing from traditional media to internet
and mobile internet in recent years, following the change
of consumption habit of the PRC audiences. In view of
this, we believe that the traditional businesses of program
production and event organisation are restricted to develop
under traditional media and limit the Group’s long-term
development in the PRC entetainment market. We must
react to the transformation of entertainment industry in the
PRC. Therefore, we had put more resources in mobile live
broadcasting and e-commerce business and entertainment
contents on demand system business which are internet-
related and aims to lay a business foundation in the rapid
developed internet entertainment market to support our
continuous development in of entertainment industry in the
PRC.

During the development of mobile live broadcasting
business, based on the enormous e-commerce market in
the PRC and the strongly penetrated online social media
network, combining with the rich entertainment contents
in “Great Star” (the mobile live broadcasting platform
operated by the Group), we have developed an unique
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Chairman’s Statement
EFERE

business model: “entertainment contents + social media
+ e-commerce”. Users are able to establish their personal
online store and produce personalised promotional videos to
sell various products, while buyers are also able to purchase
their favourite products at the same time while enjoying the
entertainment contents. Users are also able to promote
the products on “Great Star” by their experience and
understanding of the products to others through third party’s
online communication applications, which can help more
potential buyers to recognise “Great Star”. Also, users are
recommended to share and recommend the products to the
buyers who would have actual interest, which enhance the
accuracy of targeting right buyers and would increase sales
volume. At the same time, users can earn certain percentage
of sales commissions from the sale transactions triggered by
their shares and recommendations.

In addition, by virtue of the proficient online entertainment
video production experience of “Great Star”, we had
provided production services to a customer for online videos
during the year and recorded considerable revenue, which
creates a new revenue stream of our online business.

As the business model of “entertainment contents + social
media + e-commerce” has just begun and therefore the
revenue from mobile live broadcasting and e-commerce
business was less than the expenditure for the year, which
also led to the increase in the net loss of the Group for the
year ended 31 December 2017 as compared to the net
loss for the year ended 31 December 2016 (“Year 2016”).
Despite of this situation, we believe that the resources
invested in mobile live broadcasting and e-commerce
business is critical for “Great Star” to develop in the
internet and mobile internet entertainment market in the
PRC. After the business model of “entertainment contents
+ social media + e-commerce” is generally accepted
by the consumers in PRC, the revenue from mobile live
broadcasting and e-commerce business will be improved.

Our entertainment contents on demand system business
continues to be developed optimistically. Following the
strengthened supervision of the entertainment locations
(such as mini-cinemas) by the PRC government, the
operators who were using unauthorised contents would
be eliminated from the entertainment contents on demand
market gradually. “Fengtingxun” (the entertainment
contents on demand system operated by the Group) has
authorisations from plenty of suppliers of entertainment
contents, which created a significant competitive advantage.
We expect “Fengtingxun” can be installed in more various
entertainment locations and bring the considerable revenue
to the Group in future.
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As the development of internet and mobile internet is
changing rapidly and entertainment contents on demand
market would still require a period of time to adopt the effect
of the strengthened supervision from the PRC government,
we anticipate the full benefits of our efforts spent may take
some longer time to materialise. However, we have laid
down a foundation upon which we can make changes
and have a great preparation of the transformation of our
business, which can make us to become more competitive
in the long-term, more able to react to the rapid developed
internet and mobile internet market and ready to take on new
challenges in the future.

The Group will keep the shareholders abreast of the latest
development of the Group.

APPRECIATION

On behalf of the Board, | would like to express our
appreciation to the Group’s employees for their hard work
and contributions during the past year. With the solid
business base and the effort of all staff, | believe the Group
will create a bright future.

Philip Jian Yang
Chairman

Hong Kong, 22 February 2018
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Management Discussion and Analysis

EEIERES R

FINANCIAL REVIEW
Turnover

An analysis of the Group’s turnover for the year is as follows:

gy de -
ERE
AEEFRNEXBONLT

2017 2016

—E—+tF —E-RF

RMB’000 RMB’000

ARET T AREFIT

Program production RS 4,055 49,254
Event organisation TEENE 1,382 29,018
Mobile live broadcasting and e-commerce BEHEERERN 11,520 120
Entertainment contents on demand system IR A& ZHE R4 3,128 43
20,085 78,435

For the year ended 31 December 2017, the Group recorded
turnover of approximately RMB20.1 million (2016: RMB78.4
million), representing an 74.4% decrease as compared
to the last year. The decrease was mainly due to (i) the
decrease in turnover from a major customer as compared
to Year 2016, who had changed its business strategy to
self-producing some recurring television programs since
2017 which had been provided by the Group for many years
(even though the Group continues to provide production
services of other television programs to this customer);
(i) there was no production of variety television programs
during the year ended 31 December 2017 as compared to
Year 2016 as such variety television programs had ended
and State Administration of Press, Publication, Radio, Film
and Television of the PRC has strengthened the restrictions
to the production of large scale variety television programs,
including the limitation in number and scale of variety
television programs; and (iii) there were no automobile
shows, university alumni and other performance events held
during the year ended 31 December 2017 as compared to
Year 2016 due to fierce market competitions. At the same
time, “Great Star”, the mobile live broadcasting platform of
the Group, by virtue of its proficient online entertainment
video production experience, had provided production
services to a new customer for online entertainment videos
during the year ended 31 December 2017 and generated
revenue of approximately RMB11.3 million.
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Management Discussion and Analysis

Gross (loss)/profit

The Group recorded a gross loss of approximately RMB40.8
million for the year ended 31 December 2017 as compared
to a gross profit of approximately RMB11.0 million for
Year 2016. The main reasons of the gross loss during
the year are (i) the reduction of certain recurring television
program production as mentioned in the paragraph
headed “Turnover” in this section, which had higher gross
profit margin in Year 2016; and (ii) the increase in content
production costs and network operating costs for the
development of mobile live broadcasting and e-commerce
business as compared to Year 2016 when the cost incurred
in Year 2016 was in the early development stage. As the
e-commerce element of this business is in a developing
stage and requires to deploy more resources to develop a
good foundation for further development, the corresponding
turnover for the year ended 31 December 2017 was
relatively insignificant compared with the direct cost
incurred for the development of the mobile live broadcasting
platform.

Expenses

Selling and distribution costs for the year ended 31
December 2017 was approximately RMB16.4 million,
representing an increase of approximately RMB2.5 million
as compared to the corresponding period in 2016. The
increase was mainly due to the increase in marketing staff
costs, marketing expenses and cost of customer supporting
services for the development of mobile live broadcasting and
e-commerce business which was in the early development
stage in Year 2016 and entertainment contents on demand
system business which was kicked-off in the fourth quarter
of 2016.

Administrative expenses for the year ended 31 December
2017 amounted to approximately RMB29.2 million (Year
2016: approximately RMB27.2 million), which was increased
by approximately 7.4% as compared to Year 2016. The
increase was due to the administration costs incurred in
the mobile live broadcasting and e-commerce business
which was in the early development stage in Year 2016 and
entertainment contents on demand system business which
was kicked-off in the fourth quarter of 2016.

Income tax credit

The Group had an income tax credit for the year ended
31 December 2017 of approximately RMB0.2 million (Year
2016: approximately RMB4.7 million). Income tax credit
mainly represented PRC enterprise income tax for the
group companies calculated at 25% on taxable income in
accordance with the relevant PRC laws and regulations. The
income tax credit for Year 2016 was mainly contributed by
the recognition of deferred tax asset for the unutilised tax
losses of certain subsidiaries of the Company in the PRC, as
there are no such deferred tax assets had been recognised
for the year ended 31 December 2017, the deferred tax
credit for the year was less than Year 2016.
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Management Discussion and Analysis

EEIERES R

Loss for the year

Loss for the year ended 31 December 2017 was
approximately RMB79.8 million (Year 2016: approximately
RMB17.7 million). The significant increase in net loss
after income tax was mainly attributable to (i) decrease
in turnover; and (i) increase in content production costs,
network operating costs, marketing expenses and
administrative expenses for the development of mobile live
broadcasting and e-commerce business and entertainment
contents on demand system business as mentioned above.

Financial resources, liquidity and capital structure

During the year ended 31 December 2017, the Group
continued to finance its operations by internally generated
cash flow and shareholders’ equity. As at 31 December
2017, the Group had net current assets of approximately
RMB55.4 million (as at 31 December 2016: approximately
RMB94.2 million) including cash and cash equivalents of
approximately RMB18.4 million (as at 31 December 2016:
approximately RMB43.3 million). The decrease in cash
and cash equivalents was mainly due to the expenditure
for content production for mobile live broadcasting and
e-commerce business and loss incurred during the year
ended 31 December 2017. The current ratio, being the ratio
of current assets to current liabilities, was approximately 3.3
times as at 31 December 2017 (as at 31 December 2016:
approximately 4.9 times).

The capital of the Group comprises only ordinary shares.
Total equity attributable to owners of the Company
amounted to approximately RMB102.4 million as at 31
December 2017 (as at 31 December 2016: approximately
RMB128.9 million).

BUSINESS REVIEW

The Group is principally engaged in the businesses of
program production, event organisation, mobile live
broadcasting and e-commerce and entertainment contents
on demand system in the PRC. Both of the turnover from
program production and event organisation for the year
ended 31 December 2017 significantly decreased as
compared to Year 2016. The decrease was mainly due
to (i) the decrease in turnover from a major customer; (i)
no variety television programs were produced during the
year; and (i) no automobile shows, university alumni and
other performance events were held due to fierce market
competitions during the year.
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Management Discussion and Analysis

Also, the Group has begun the mobile live broadcasting
business from the second half of 2016 and attempts to
become one of the major participants in this developing
market. During the year ended 31 December 2017, as
disclosed in the interim report of the Company for the six
months ended 30 June 2017, the Group has included
e-commerce element into “Great Star”, the mobile live
broadcasting platform of the Group. Users are able to
establish their personal online store to sell various products
while watching the live entertainment programs in “Great
Star”. Users can also use online communication applications
to promote their products to different online groups
through mobile devices, which will develop a new and large
consumption pattern in online shopping. The Group would
be able to earn considerable commission income through
“Great Star” when this new consumption pattern becomes
more popular. During the year ended 31 December
2017, the Group has incurred significant costs on content
production, network operation and marketing for mobile live
broadcasting and e-commerce business, which are aimed
to develop a stable live broadcasting platform with attractive
entertainment contents and draw more attention from the
potential users to generate more potential revenue in the
future.

After the mobile online live broadcasting industry has
been gradually regulated by the PRC government, the
mobile online live broadcasting industry participants are
required to obtain their corresponding business operating
licences from regulatory authorities for continuing their
online live broadcasting business. In 2017, Beijing Yiju
Creative Technology Limited (“Yiju Creative”), a subsidiary
of the Company, which carries on the operation of “Great
Star” (the mobile live broadcasting platform of the Group),
has obtained: (i) the Value-added Telecommunications
Business Approval, which allows Yiju Creative to operate
e-commerce business in addition to the mobile live
broadcasting business; (i) Online Culture Operating Permit,
which allows Yiju Creative to operate music entertainment,
drama, program and show by information network; (iii)
Commercial Performance License, which allows Yiju
Creative to operate performance and brokerage business;
and (iv) Permit to Produce and Distribute Radio or Television
Programs, which allows Yiju Creative to produce radio
and television broadcasting content for business purpose.
After obtaining such operating licences, “Great Star” can
continuously develop its unique business model of the mix of
entertainment contents and e-commerce. Furthermore, the
mobile live broadcasting and e-commerce business of the
Group can be further recognised by the market and increase
its competitiveness.
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In addition to the development of unique business model
of the mix of entertainment contents and e-commerce,
the great resources and experience in the production of
online entertainment videos of “Great Star” can also create
other revenue source in the online business of the Group.
During the year ended 31 December 2017, “Great Star” had
provided the production service for online entertainment
videos to a new customer and generated considerable
income. It proves that the technique and experience of
“Great Star” in the production of online entertainment videos
are well recognised in the industry and the Group’s revenue
from online business can be more diversified.

On the other hand, “Fengtingxun Entertainment Contents
On Demand System” (“Fengtingxun”), which is operated
by the Group, has been continuously installed at various
karaoke boxes, mini-cinemas, hotels and internet cafes
in the PRC. Besides the above-mentioned locations, the
Group are also exploring other entertainment locations
in the PRC to install Fengtingxun. The Group has started
the bundling sales of digital equipment and entertainment
contents to various entertainment locations in 2017. This
kind of sales model can improve the reliance and loyalty
of the customers and increase the income of the Group.
Also, Fengtingxun has become the member of Copyright
Society of China in 2017, which shall enhance its popularity
and overall users’ acceptance. During the year ended
31 December 2017, the Group has incurred significant
costs on marketing and customer supporting service for
entertainment contents on demand system business to
promote Fengtingxun and increase the customers’ reliance
and loyalty.

PROSPECTS

Nowadays, the internet and mobile internet are widely
spread in the PRC. The PRC entertainment market is
expanding its industry platform from traditional television
broadcasting to internet and digital world. In the meantime,
the focus of the consumer market is shifting from physical
store to internet and mobile internet e-commerce. The
Group regards this revolutionary change as a focal point
for future long-term growth opportunity. Therefore, apart
from continuing the operation of traditional program
production and event organisation businesses, based on
the Group’s proficiency in the entertainment market and
content production experience in the PRC, the Group has
commenced internet related mobile live broadcasting and
e-commerce, and entertainment contents on demand
system businesses.

Creative China Holdings Limited Annual Report 2017
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Management Discussion and Analysis

Mobile live broadcasting and e-commerce business is an
internet-based entertainment content with e-commerce
idea. As the sale of products through e-commerce
channel has no geographical limitation, sellers can directly
promote the products to each online users through the
enormous coverage of the internet and mobile internet.
Moreover, it is also noted that when online purchases
activities (including price comparison, communication
with sellers and arrangement for the delivery etc.) can be
completed easily through the Internet, the cost of soliciting
and purchasing suitable products has been significantly
reduced via the e-commerce platform. As a result, the
consumption habit of many consumers in the PRC has
been changed to e-commerce, therefore contributing to
the growth of the e-commerce market. In addition, when
the high-quality entertainment contents through internet
and mobile internet are able to attract more audience, it
will effectively enlarge the online consumer market and
lead to a new consumption pattern. However, mobile live
broadcasting and e-commerce business is an internet and
mobile internet base business and its business model and
regulatory control in the PRC are not fully developed yet.
Its business model requires to evolve quickly. On the other
hand, the PRC government continuously provide more
guidances and implement more laws and regulations to
the mobile live broadcasting industry to rectify the quality of
the market participants. Under current market situation, the
Group expects the operation of this business would require
continuous deployment of resources to develop a unique
business model with rich contents to attract users. Hence,
the Group anticipates to continue to face a challenging
outlook in the near future.
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Nevertheless, the Group’s mobile live broadcasting and
e-commerce business has achieved certain progress in
business model development and regulatory aspects. In
the second half of 2017, Yiju Creative, a subsidiary of the
Company, which carries on the operation of “Great Star”
(the mobile live broadcasting platform of the Group), has
obtained the relevant operating licences for mobile live
broadcasting and e-commerce business which proves
that the business model of “Great Star” are recognised by
relevant regulatory authorities. At the same time, during the
development of “Great Star”, the Group has enhanced its
business model, which included the combination of “social”
and “e-commerce” elements in addition to providing plenty
of online entertainment videos. In addition to being able to
sell various products on personal online store in “Great Star”,
users who consumed the products from the platform can
also share and recommend their preferred products to their
respective social groups from the view point of experienced
users through the online social commmunication applications.
Such applications can directly pair the high-quality products
with potential customers in different social groups, thereby
attracting more consumers to purchase the products. For
any transactions triggered by the sharing in social groups,
the users who shared the products are entitled transaction
commissions, and this is expected to encourage the users
to directly promote the products through the platform.
Under this social and e-commerce interactive business
model, consumers are able to seek the most cost-effective
products for themselves quickly and share the products to
the users who have actual interest and demand for such
products. As such, the model shall eventually improve
the accuracy of the sale of the products and avoid the
involvement of multiple agents in the sale chain which
can reduce the transaction costs significantly. Hence, the
Group expects to share the profit from enormous spending
power in internet when this new consumption model and
behavior (e-commerce driven by entertainment contents and
social) is popularised. Furthermore, the Group had provided
production services for online entertainment videos to a new
customer. The Group believes such production services
of online entertainment videos can increase the sources of
income of our online business.

On the other hand, the Group keep increasing the market
coverage of entertainment content on demand system
business by continuously installing entertainment content
on demand system “Fengtingxun” to various entertainment
locations. At the same time, “Fengtingxun” is actively
exploring one-stop service for business integration to
provide a comprehensive business plan for the operation
of the customers, which includes the service of location,
budgeting, purchase and installation of digital equipment,
operation strategy and operation support to the customers.
The Group believes that such business strategy will
increase its competitiveness in the entertainment industry
and improve the revenue of the entertainment contents on
demand system business in the future.

Creative China Holdings Limited Annual Report 2017
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Management Discussion and Analysis

However, as relevant laws and regulations have just been
implemented for a short period of time, it still needs time
to observe how the market will reflect and adopt to such
new laws and regulations. Therefore, the uncertainties
and challenges of such business cannot be eliminated at
current stage. Nevertheless, the Group believes when the
relevant laws and regulations have been fully executed by
the government, the market demand for legal entertainment
content on demand system will be increased significantly
and “Fengtingxun” will then be benefited from the increased
revenue with its well-developed market coverage. Therefore,
the Group remains optimistic about the entertainment
contents on demand system business.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2017, The Group had a total of
120 employees (2016: 225). The Group remunerates
its employees based on their performance, experience
and the prevailing market situation. Their remuneration
packages are normally renewed on an annual basis, based
on performance appraisals and other relevant factors. The
Group may pay a discretionary bonus to its employees
based on individual performance.

FOREIGN EXCHANGE RISKS

The turnover and direct costs of the Group are mainly in
Renminbi (“RMB”). The Group will review and monitor from
time to time the risk relating to foreign exchanges.

CAPITAL EXPENDITURE

The Group purchased property, plant and equipment
amounting to approximately RMBO0.3 million for the year
ended 31 December 2017 (Year 2016: approximately
RMB2.8 million).

CAPITAL COMMITMENTS

As at 31 December 2017, the Group did not have any capital
commitments.

CONTINGENT LIABILITIES

As at 31 December 2017, there were no significant
contingent liabilities for the Group.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITIONS OR DISPOSALS OF SUBSIDIARIES
AND AFFILIATED COMPANIES

There were no significant investments held as at 31
December 2017 (as at 31 December 2016: nil). There were
no other material acquisition and disposal of subsidiary or
affiiated company made by the Group during the year ended
31 December 2017 (during the year ended 31 December
2016: the acquisition of Capital Land Digital Entertainment
Co. Limited (“Capital Land”) on 15 November 2016).
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COMPARISON OF BUSINESS OBJECTIVES WITH
ACTUAL BUSINESS PROGRESS

An analysis comparing the business objectives as set out
in the prospectus (the “Prospectus”) for the period from 6
November 2015, being the latest practicable date as defined
in the Prospectus, to 31 December 2017 (the “Review
Period”) with the Group’s actual business progress for the
Review Period is set out as follows:

Business objectives
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Actual progress
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Expanding the spectrums of video categories to be
broadcasted online and related services
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Exploring additional and diversified revenue streams to
share the advertising profits of the customers generated
from the television and online programs produced by the
Group in addition to charging a fixed production fee

B UCER B E SUE B S - BIREEIN R Z T R HOR -
HEUFER LB EN B TEENE P ESEA
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During the Review Period, the Group has launched a
mobile phone application called “Great Star” to provide
the live broadcasting videos to users. Also, the Group has
entered into agreements with Mr. Huang Xiaoming and
Mr. Tong Dawei during the Review Period. Both of them
are famous movie stars in the Greater China Area and
they have started to provide live broadcasting service in
“Great Star” during the Review Period. The costs incurred
for “Great Star” during the Review Period were mainly
contributed by the development, content production,
network operating and promotional expenditure. In second
half of 2017, the Group has started to include e-commerce
element in “Great Star”, which would allow the users to
establish their personal online store to sell various products
while watching the entertainment programs in “Great Star”.
Users can also use online communication applications
to promote their products to different online groups
through mobile devices. It will develop a new and large
consumption pattern in online shopping and create a new
revenue stream.
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The Group has been engaged in production of some
variety programs with profit sharing arrangement with
our customers and recognised corresponding income
during the Review Period. The Group will continue to
seek opportunities to share profits from our customers in
addition to the fixed production fee.
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Setting up a studio for shooting programs, holding
promotional events for brand owners and other related
uses

RIFEE - ARG ABRS ETH R I
BB

Promoting and operating entertainment contents on demand

system business

R RS BRENTN BB RGED

Use of Proceeds from Placing of Shares
(i) IPO Placing

The Company was successfully listed on GEM on
18 November 2015 by way of the placing of a total
of 300,000,000 new shares in the Company at the
placing price of HK$0.39 each (the “IPO Placing”)
and the net proceeds raised from the IPO Placing
were about HK$101.2 million after deduction of
underwriting commission and relevant expenses.

EREHRR A

As the Group cannot identify a suitable location to set up
a studio, no relative net proceeds from the Placing were
utilised. The Directors had evaluated the Group’s business
plan with current market condition, industry situation and
latest development of the Group and on 24 February
2017 resolved and approved to change the use of the
remaining unutilised proceeds to promotion and operation
of entertainment contents on demand system business.
Please refer to the table under the paragraph headed (i)
IPO Placing” for further details.
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REBENSFHERNGAEE 2 X518 YN _—_T—+
F_AZ+HABEBRIESE MR AAERIE BiE
EREREANBTNEHERGEBGOEREREE - Gl
BE2H () EHEEERE] R IE5IK -

In respect of the revision of the use of net proceeds
from the Placing on 24 February 2017, the Group has
used approximately HK$15.2 million of the net proceeds
from IPO Placing on entertainment contents on demand
system business during the period since then and up to
31 December 2017. Please refer to the table under the
paragraph headed “() IPO Placing” for further details.
These expenditures were mainly contributed by the
marketing expenses and costs of customer supporting
services. The Group has started the bundling sales of
digital equipment and entertainment contents to various
entertainment locations in 2017. It creates a new revenue
stream and improve the reliance and loyalty of the
customers. In addition, “Fengtingxun”, the entertainment
contents on demand system operated by the Group, has
become the member of Copyright Society of China in
2017, which shall enhance its popularity and overall users’
acceptance.
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The use of the net proceeds from the IPO Placing as

at 31 December 2017 was approximately as follows: FIERABEMAONT
Adjusted use of
proceeds in the
same manner
and proportion
as stated in Revised use Utilised
Prospectus of proceeds amount
ARERMR
FRRIAIEE BEUFE
FEERE RERR BBALHE
HK$ milion HK$ milion HK$ milion
BEBT AEBT ABAT
Expanding the spectrums of video BERAEEHEZE
categories to be broadcasted ARER BB RTS
online and related services 50.6 50.6 50.6
Exploring additional and diversified revenue BRIRER R R - B
streams to share the advertising profits of BIRE T MBERR -
the customers generated from the television DIEHEER RBEEE
and onling programs produced by us in FEENEPES RN

addition to charging a fixed production fee 253 25.3 253

BRESE - AREEEA
EREEEYRAMIE
R mERL (M) 152 N/A N/A
Naf TaR

Setting up a studio for shooting programs,
holding promotional events for brand
owners and other related uses (note)

BABEREREIDEREBR
EA—REEEA

Expanding the program production and
event organisation businesses, and

as general working capital 101 10.1 101
Promoting and operating entertainment FEREERENAFELHE
contents on demand systems business ZHE ()
(note) N/A 15.2 15.2
Tam
101.2 101.2 101.2

18

Note:

As the Group cannot identify a suitable location to set up a
studiio, no relative net proceeds from the Placing were utilised.
The Directors had evaluated the Group’s business plan and as
disclosed in the 2016 annual report of the Company dated 24
February 2017 (2016 Annual Report”), resolved to change the
use of the remaining unutilised net proceeds from the Placing in
relation to “setting up a studio for shooting programs, holding
promotional events for brand owners and other related uses”
(the “Relevant Net Proceeds”) to “promoting and operating
entertainment contents on demand system business”. The
Board believes that the change of the use of the Relevant Net
Proceeds can reallocate more resources to the development
of the entertainment contents on demand system business of
the Group, which would save time and cost as compared with
that may incur for time-consuming negotiation and decoration
of setting up the studio of the Group and is more in line with the
needs of the Group.

Creative China Holdings Limited Annual Report 2017
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2017 Placing

On 18 January 2017, the Company had completed
the placing of 200,000,000 new ordinary shares
of the Company (with aggregate nominal value of
HK$2,000,000) (the “Placing Share(s)”) to not less
than six placees at the placing price of HK$0.265 (the
“Placing Price”) per Placing Share (the “2017 Placing”).
The Placing Price was agreed with the placing agent
in the placing agreement dated 13 December 2016
and the closing price quoted on the Stock Exchange
per ordinary share of the Company as at that date
was HK$0.295. The gross proceeds from the 2017
Placing is HK$53.0 million and the net proceeds is
approximately HK$50.7 million after deducting the
placing commission and other related expenses.
The net issue price was approximately HK$0.25 per
Placing Share. Each of the placees and its ultimate
beneficial owners (where applicable) is an independent
third party and none of the placees has become a
substantial shareholder (as defined in the GEM Listing
Rules) after the completion of the 2017 Placing. The
Group intends to use the net proceeds from the 2017
Placing for the general working capital. The 2017
Placing was a good opportunity to raise additional
funds as working capital of the Group without any
interest burden and can broaden the Company’s
capital base and shareholders base. As at 31
December 2017, the Group had utilised approximately
HK$36.0 million of the net proceeds from the 2017
Placing for the general working capital.

(i)
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CORPORATE GOVERNANCE PRACTICES

The Board and the management of the Company are
committed to establishing good corporate governance
practices and procedures. The Company believes that
good corporate governance provides a framework that is
essential for effective management, successful business
growth and a healthy corporate culture, thereby leading to
the enhancement of shareholders’ value.

The Board has adopted the Corporate Governance Code
(the “CG Code”) as set out in Appendix 15 to the GEM
Listing Rules. Continuous efforts are made to review
and enhance the Group’s risk management and internal
controls and procedures in light of changes in regulations
and developments in best practices. To us, maintaining
high standards of corporate governance practices is not
just complying with the provisions but also the intent of
the regulations to enhance corporate performance and
accountability.

The Board is pleased to report compliance with the code
provisions of the CG Code for the year ended 31 December
2017, except where otherwise stated.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Rules 5.48 to 5.67 of the
GEM Listing Rules as the code of conduct for dealing in
securities of the Company by the directors (the “Required
Standard of Dealings”). The Company has confirmed, having
made specific enquiry of the directors, all the directors have
complied with the Required Standard of Dealings throughout
the year.
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BOARD OF DIRECTORS

The Board comprises:

Executive directors:

Mr. Philip Jian Yang (Chairman)

Mr. Li Lin (Resigned on 6 April 2017)

Mr. Yang Shiyuan

Mr. Sun Rui (Resigned on 6 April 2017)

Ms. Yang Jianping (Appointed on 6 April 2017)

Non-executive directors:
Mr. Ge Xuyu
Mr. Wang Yong

Independent non-executive directors:
Mr. Li Fei

Mr. Law Kin Ho

Mr. Tan Song Kwang

An updated list of directors and their role and functions is
maintained at the websites of the Company and the Stock
Exchange and the independent non-executive directors are
identified by name in all corporate communications.

Each independent non-executive director has given an
annual confirmation of his independence to the Company,
and the Company considers them to be independent under
Rule 5.09 of the GEM Listing Rules.

During the year ended 31 December 2017, four Board
meetings and one annual general meeting (2017 AGM”)
were held and the attendance of each director is set out as
follows:

Name of director

BEEHR

Mr. Philip Jian Yang #5 %1564

Mr. Li Lin (Resigned on 6 April 2017)
RHEE (RN ZZE—+tFNARNEET)

Mr. Yang Shiyuan SR 54

Mr. Sun Rui (Resigned on 6 April 2017)
FiHaE (RZE—tF A/ NHETE)

Ms. Yang Jianping (Appointed on 6 April 2017)
BEYZ+ (R _ZE—tFMN/NBEE)

Mr. Ge Xuyu B BF L4

Mr. Wang Yong ST B4

Mr. Li Fei 2454

Mr. Law Kin Ho Z&f2 5 54

Mr. Tan Song Kwang BRIA Yt 504

*

Attendance record during the appointment period for the year
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RESPONSIBILITIES OF THE BOARD

All the Directors (including the independent non-executive
directors) have acquired a proper understanding of the
Company’s operation and business and are fully aware
of his/her functions and responsibilities under statute and
common law, the GEM Listing Rules and other applicable
legal and regulatory requirements. Every director has given
the Company the details on the number and nature of offices
held in other companies and significant commitments at the
time of his/her appointment.

The Board is responsible for leadership and control of the
Group and be collectively responsible for promoting the
success of the Group by directing and supervising the
Group’s affairs. The Board focuses on formulating the
Group’s overall strategies, authorising the development
plan and budget; monitoring financial and operating
performance; reviewing the effectiveness of the risk
management and internal control systems; supervising and
managing management’s performance of the Group; and
setting the Group’s values and standards. Though the Board
delegates the day-to-day management, administration and
operation of the Group to management, all the directors
continue to give sufficient time and attention to the
Company’s affairs. The delegated functions are reviewed by
the Board periodically to ensure that they accommodate the
needs of the Group.

Apart from the Audit Committee, Remuneration Committee
and Nomination Committee (as defined below), the
Company did not set up any other board committees for
dealing with any matters during the year.

The Company has in force appropriate insurance coverage
on Director’s and officer’s liabilities arising from the Group’s
business. The Company reviews the extent of insurance
coverage on an annual basis.

CORPORATE GOVERNANCE FUNCTIONS

No corporate governance committee has been established
and the Board is responsible for performing the corporate
governance functions such as developing and reviewing the
Company’s policies, practices on corporate governance,
training and continuous professional development of the
directors and senior management, the Company’s policies
and practices on compliance with legal and regulatory
requirements, etc.

The Board holds meetings from time to time whenever
necessary. At least 14 days notice of regular Board meetings
would be given to all directors and they can include matters
for discussion in the agenda as they think fit. The agenda
accompanying Board papers would be sent to all directors
at least 3 days before the date of every Board meeting
in order to allow sufficient time for the directors to review
the documents. The Chairman would also ensure that all
directors are properly briefed on matters arising at board
meetings.
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Minutes of every Board meeting are circulated to all directors
for their perusal and comments prior to confirmation of the
minutes. The duly signed minutes are open for inspection by
any director. The Board also ensures that it is supplied in a
timely manner with all necessary information in a form and of
a quality appropriate to enable it to discharge its duties.

Every Board member has full access to the advice and
services of the company secretary with a view to ensuring
that Board procedures, and all applicable rules and
regulations are followed. The Board members are enabled
to seek independent professional advice in appropriate
circumstances, at the Company’s expense, to assist them
to discharge their duties. They are also entitled to have full
access to Board papers and related materials so that they
are able to make an informed decision and to discharge their
duties and responsibilities.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Philip Jian Yang is the Chairman of the Board and the
Chief Executive Officer of the Company and is responsible
for the overall operations, management, business
development and strategy planning of the Group.

The Chairman also takes the lead to ensure that the
Board works effectively and acts in the best interest of the
Company by encouraging the directors to make active
contribution in Board’s affairs and promoting a culture of
openness and debate.

The Board is of the view that although Mr. Yang is both
Chairman and the Chief Executive Officer, the balance of
power and authority is ensured by the operation of the
Board, which comprises experienced individuals who would
meet from time to time to discuss issues affecting operation
of the Company.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The current Articles of Association of the Company (the
“Articles”) provide that at each annual general meeting,
one-third of the directors for the time being shall retire from
office by rotation and that every director shall be subject to
retirement by rotation at least once every 3 years.

The non-executive directors are not appointed for a specific
term but they are subject to retirement by rotation and re-
election at the annual general meeting in accordance with
the Articles. Each independent non-executive director is
required to inform the Company as soon as practicable if
there is any change that may affect his independence and
must provide an annual confirmation of his independence to
the Company. Up to the date of this report, no independent
non-executive director has served the Company more than
9 years.
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PROFESSIONAL DEVELOPMENT

To assist directors’ continuing professional development,
the Company recommends directors to attend relevant
seminars to develop and refresh their knowledge and
skills. Directors also participate in continuous professional
development programmes such as external seminars
organised by qualified professionals, to develop and refresh
their knowledge and skills in relation to their contribution to
the Board. Records of the training received by the respective
directors are kept and updated by the company secretary of
the Company.

The individual training record of each director received for
the year ended 31 December 2017 is summarised below:

Name of director

BEEHR

Mr. Philip Jian Yang #5 &5t 4

Mr. Yang Shiyuan 5t 5e 4
Ms. Yang Jianping $52F Z =+
Mr. Ge Xuyu B JEF L4

Mr. Wang Yong ST B 5t

Mr. Li Fei R4

Mr. Law Kin Ho Z&f2 5 % &

Mr. Tan Song Kwang BRI 7t 4

All directors also understand the importance of continuous
professional development and are committed to
participating any suitable training to develop and refresh their
knowledge and skills.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit
Committee”) was established on 3 November 2015
comprising 3 independent non-executive directors namely,
Mr. Law Kin Ho, Mr. Li Fei and Mr. Tan Song Kwang. Mr.
Law Kin Ho is the chairman of the Audit Committee. No
member of the Audit Committee is @ member of the former
or existing auditor of the Company. The terms of reference of
the Audit Committee are available at the Company’s website
and on the website of the Stock Exchange.

The major roles and functions of the Audit Committee are
to review and supervise the financial reporting process, risk
management and internal control systems of the Company
and to provide recommendations and advices to the Board
on the appointment, re-appointment and removal of the
external auditor as well as their terms of appointment.
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According to the current terms of reference, meetings of the
Audit Committee shall be held at least four times a year.

Five audit committee meetings were held for the year ended
31 December 2017. The attendance of each member is set
out as follows:

Name of members of Audit Committee

BEREEEHREHSE

Mr. Law Kin Ho Zf& =44
Mr. Li Fei Z=R5L 4
Mr. Tan Song Kwang BRIA Yt 504

At the audit committee meetings during the year, in
performing its duties in accordance with its terms of
reference, the work performed by the Audit Committee
includes:

(@ review and supervise the financial reporting process
and internal control system of the Company and its
subsidiaries;

(b)  recommendation to the Board, for the approval by
shareholders, of the re-appointment of external auditor
and approval of their remuneration;

(c) determination of the nature and scope of the audit;
and

(d) review the financial statements for relevant periods
and discuss corporate governance practice.

Draft and final versions of the minutes of the Audit
Committee meetings will be sent to all committee members
for their comment and records within a reasonable time
after the meetings and the full minutes will be kept by the
company secretary who is also the secretary of the Audit
Committee.

The Audit Committee is provided with sufficient resources
to perform its duties and is enabled to seek independent
professional advice in appropriate circumstances, at the
Company’s expense, to discharge its responsibilities.

REMUNERATION COMMITTEE

The remuneration committee of the Company (the
“Remuneration Committee”) was established on 3
November 2015, now comprising three directors namely,
Mr. Li Fei, Mr. Tan Song Kwang and Ms. Yang Jianping.
Mr. Li Fei is the chairman of the Remuneration Committee.
The terms of reference of the Remuneration Committee are
available at the Company’s website and on the website of
the Stock Exchange.
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The roles and functions of the Remuneration Committee
include to make recommendation to the Board on the
overall remuneration policy and structure relating to all
directors and senior management of the Group, having
the delegated responsibility to determine the specific
remuneration packages of all executive directors of the
Group and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office
or appointment, and making recommendations to the Board
of the remuneration of the non-executive directors.

During the year, one remuneration committee meeting
was held and the remuneration of the directors and
senior management has been discussed. The members’
attendance is shown as follows:

Name of members of Remuneration Committee

FHEEERESE

Mr. Li Fei ZERIE4E

Mr. Tan Song Kwang BRAA ¢ o4

Mr. Sun Rui (Resigned on 6 April 2017)
FEREE (RS —+F M AN EHE)

Ms. Yang Jianping (Appointed on 6 April 2017)
BREL+ (R —E—+EmASASE)

* Attendance record during the appointment period for the year

The emolument payable to directors depends on their
respective contractual terms under the service contracts
and the appointment letters, and as recommended by
the Remuneration Committee. Details of the directors’
emolument are set out in note 12 to the consolidated
financial statements.

The Remuneration Committee is provided with sufficient
resources to perform its duties and is enabled to
seek independent professional advice in appropriate
circumstances, at the Company’s expense, to discharge its
responsibilities.

NOMINATION COMMITTEE

The nomination committee of the Company (the
“Nomination Committee”) was established on 3 November
2015 comprising the five directors namely, Mr. Philip Jian
Yang, Mr. Law Kin Ho, Mr. Tan Song Kwang, Mr. Li Fei and
Mr. Ge Xuyu. Mr. Philip Jian Yang is currently the chairman
of the Nomination Committee. The terms of reference of
the Nomination Committee are available at the Company’s
website and on the website of the Stock Exchange.

Creative China Holdings Limited Annual Report 2017

FHEZEen A MBEEENERAEES

BEENSR
AﬂFﬁﬁm%ﬁ%Mﬁﬁ& EREES %Mﬁ%k
i AABEAKEEERTEERSATEENABR

MMEW@#EE BREEYAHE - RSN R AEER
A (B IR LRI BB AR IANRMNME) - AR
MIFMITEENFMAESSREERER -

FEW ZN/N Mééaéiﬁﬂﬁ%$&f
EREZH M ﬁ%ZﬁF\ IR :

Number of meetings attended during
the year ended 31 December 2017
BE-Z—tF+=-A=+—-HL
FEZzERLELH

0/1
11

1/1*
N/A*
- RFAZ RS HEER

ﬁﬁi%ZMimﬁﬂﬁ%%E%%%é@&?%%?Z
AHEFIT BT MEZ EoHBEER - E2ME ZFEERN
qmﬁﬁﬁ%W&mo

AprAFHEESREATER - UHEBTR - F
WEE S AEEEBRATRETEEMSKBEILEEE
R BRBARRAE -

REZES
ARBINREEZEE((REZBEE DR _FT—AF+—
A=A - BREAZESR - DHIRERITLE B2
B BRIBEELE FREERBETELE - BRIZERA
REZBEIR - RAZBGNBEHRE R NA R R
KR8 vAER] -



The roles and functions of the Nomination Committee
include reviewing the structure, size and composition of
the Board on regular basis, identifying individuals suitably
qualified to become members of the Board, assessing
the independence of the independent non-executive
directors and making recommendations to the Board on the
appointment or re-appointment of directors. In considering
the nomination of new directors, the Board will take into
account the qualification, ability, working experience,
leadership and professional ethics of the candidates,
especially their experience in program production and event
organisation and/or other professional areas.

One nomination committee meeting was held during the
year ended 31 December 2017. No change has been
proposed to the structure, size and composition of the
Board during the meeting and the Nomination Committee
had also confirmed the independence of independent
non-executive directors who would be retired and offer
themselves for re-election at 2017 AGM and the diversity of
the Board.

The attendance of each member is set out as follows:

Name of members of Nomination Committee

REREEHREHE

Mr. Philip Jian Yang 15 & 5c 4
Mr. Li Fei =R 5c4E

Mr. Law Kin Ho Z&f2 5 %4

Mr. Tan Song Kwang BRYA N 54
Mr. Ge Xuyu BBFL4E

The Nomination Committee is provided with sufficient
resources to perform its duties and is enabled to
seek independent professional advice in appropriate
circumstances, at the Company’s expense, to discharge its
responsibilities.

Board Diversity Policy

The Board has adopted a board diversity policy which sets
out the approach to achieve a sustainable and balanced
development of the Company and also to enhance the
quality of performance of the Company.

The Company seeks to achieve board diversity through
the consideration of a number of factors, including but
not limited to age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and
length of service. All board appointments will be based on
meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of
diversity on the Board.
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Selection of candidates will be based on a range of diversity
perspectives as stated in the above. The ultimate decision
will be based on merit and contribution that the selected
candidates will bring to the Board.

As at the date of this report, the Board comprises eight
directors. Three of the directors are independent non-
executive directors and independent of management,
thereby promoting critical review and control of the
management process. The Board is also characterised
by significant diversity, whether considered in terms of
professional background, gender and skills.

ACCOUNTABILITY AND AUDIT
Financial Reporting

The management provides such explanation and information
to the Board and reports regularly to the Board on financial
position and prospects of the business of the Company so
as to enable the Board to make an informed assessment of
the financial and other information put before the Board for
approval.

The Directors acknowledge their responsibilities (as set
out in the Independent Auditor’s Report) for preparing the
financial statements of the Group that give a true and fair
view of the state of affairs of the Group. The Board was
not aware of any material uncertainties relating to events
or conditions that might cast significant doubt upon the
Group’s ability to continue as a going concern and the
Board has prepared the consolidated financial statements
on a going concern basis. The responsibility of the external
auditor is to form an independent opinion, based on
their audit, on those consolidated financial statements
prepared by the Board and to report their opinion to the
shareholders of the Company. A statement by auditor about
their reporting responsibility is set out in the Independent
Auditor’s Report.

Risk Management and Internal Control systems

The Board is responsible for the risk management and
internal control systems of the Company and reviewing
their effectiveness. The Board oversees the overall risk
management of the Group and endeavours to identify,
control impact of the identified risks and facilitate
implementation of coordinated mitigating measures. The
risks and the relevant measures have been disclosed in
the report of the directors on page 54 to 79 of this report.
The risk management and internal control systems of the
Company are designed to manage rather than eliminate
the risk of failures to achieve business objectives, and can
only provide reasonable and not absolute assurance against
material misstatement or loss.
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Each department of the Company would choose certain
material risk events in its field every year and assess and
grade the possibility of occurrence and influence of risk
events to determine the scope of material risk of the year
together with the management of the Company. Each
functional department prepares counteractions to deal with
material risks in its field and report the execution situation
regularly.

The Company does not have an internal audit function and
is currently of the view that there is no immediate need to
set up an internal audit function within the Group in light of
the size, nature and complexity of the Group’s business. It
was decided that the Board would be directly responsible
for internal control of the Group and for reviewing its
effectiveness. Procedures have been designed for
safeguarding assets against unauthorised use or disposition,
ensuring the maintenance of proper accounting records for
the provision of reliable financial information for internal use
or for publication, and ensuring compliance with applicable
laws, rules and regulations. The situation will be reviewed
from time to time.

The Board reviews the risk management and internal
controls annually. The Board has conducted a review of, and
is satisfied with the effectiveness of the risk management
and internal control systems for the year ended 31
December 2017 as well as the adequacy of resources, staff
qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting
function.

With respect to the monitoring and disclosure of inside
information, the Company has formulated its guidelines, with
an aim to ensure that the insiders abide by the confidentiality
requirement and fulfill the disclosure obligation of the inside
information.

AUDITOR’S REMUNERATION
During the year ended 31 December 2017, the fees for the

services provided by to the Company’s auditor are set out
as follows:

Audit services % IR
Non-audit services FEEAZ AR
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COMPANY SECRETARY

Mr. Yam Wan Fung was appointed as the company
secretary of the Company on 6 April 2017. The selection,
appointment or dismissal of the company secretary is
approved by the Board. Mr. Yam is an employee of the
Company and has day-to-day knowledge of the Company’s
affairs. The biographical details of Mr. Yam are set out under
the section headed “Biographical Details of Directors and
Senior Management”.

For the year under review, Mr. Yam has confirmed that he
has taken no less than 15 hours of relevant professional
training.

SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an
opportunity for communication between the shareholders
and the Board. An annual general meeting of the Company
shall be held in each year and at the place as may be
determined by the Board. Each general meeting, other than
an annual general meeting, shall be called an extraordinary
general meeting (“EGM”).

Right to convene EGM

Any one or more members holding at the date of the deposit
of the requisition not less than one-tenth of the paid-up
capital of the Company carrying the right of voting at general
meetings of the Company, shall at all times have the right, by
written requisition sent to the Company’s principal office as
set out in the manner below, to require an EGM to be called
by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within 2
months after the deposit of such requisition.

The written requisition must state the purposes of the
meeting, signed by the requisitionist(s) and deposit it to
the Board or the company secretary of the Company at
the Company’s principal place of business in Hong Kong
at Room 4502, 45/F, One Midtown, 11 Hoi Shing Road,
Tsuen Wan, N.T., Hong Kong, and such may consist of
several documents in like form, each signed by one or more
requisitionists.
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The request will be verified with the Company’s branch
share registrars in Hong Kong and upon their confirmation
that the request is proper and in order, the company
secretary of the Company will ask the Board to convene
an EGM by serving sufficient notice in accordance with the
statutory requirements to all the registered members. On
the contrary, if the request which has been verified is not in
order, the shareholders will be advised of this outcome and
accordingly, an EGM will not be convened as requested.
If within twenty-one days from the date of the deposit of
the requisition the Board fails to proceed to convene such
meeting, the requisitionist(s), may convene a meeting in the
same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed by the Company to the requisitionist(s).

The notice period to be given to all the registered
members for consideration of the proposal raised by the
requisitionist(s) concerned at the EGM varies according to
the nature of the proposal, as follows:

(@ At least 14 clear days’ notice in writing (and not less
than 10 business days) if the proposal constitutes an
ordinary resolution of the Company;

(b) At least 21 clear days’ notice in writing (and not
less than 20 business days) if calling for an annual
general meeting or the proposal constitutes a special
resolution of the Company in EGM.

Right to put enquiries to the Board

Shareholders have the right to put enquiries to the Board. All
enquiries shall be in writing and sent by post to the principal
place of business of the Company in Hong Kong for the
attention of the company secretary.
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Right to put forward proposals at general meetings

There are no provisions allowing shareholders to purpose
new resolutions at the general meetings under the Cayman
Islands Companies Law (2011 Revision). However,
shareholders are requested to follow Article 58 of the
Company’s Articles for including a resolution at an EGM. The
requirements and procedures are set out above. Pursuant
to Article 85 of the Articles, no person other than a director
retiring at the meeting shall, unless recommended by the
directors for election, be eligible for election as a director at
any general meeting unless a notice signed by a member
(other than the person to be proposed) duly qualified to
attend and vote at the meeting for which such notice is
given of his intention to propose such person for election
and also a notice signed by the person to be proposed of
his willingness to be elected shall have been lodged at the
head office or at the registration office provided that the
minimum length of the period, during which such notice(s)
are given, shall be at least 7 days and that (if the notices are
submitted after the despatch of the notice of the general
meeting appointed for such election) the period for lodgment
of such notice(s) shall commence on the day after the
despatch of the notice of the general meeting appointed for
such election and end no later than 7 days prior to the date
of such general meeting. The written notice must state that
person’s biographical details as required by Rule 17.50(2) of
the GEM Listing Rules. The procedures for shareholders of
the Company to propose a person for election as director is
posted on the Company’s website.

INVESTOR RELATIONS

The Company has established a range of communication
channels between itself and its shareholders, investors
and other stakeholders. These include the annual general
meeting, the annual, interim and quarterly reports, notices,
announcements and circulars and the Company’s website
at www.ntmediabj.com.

During the year ended 31 December 2017, there had been
no change in the Company’s constitutional documents.
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Environmental, Social and Governance Report

APPROACH TO ENVIRONMENTAL, SOCIAL AND
GOVERNANCE AND REPORTING

This Environmental, Social and Governance Report (the
“ESG Report”) summarises the initiatives, programmes
and performance of the Group as well as demonstrates its
commitment to sustainability.

The core businesses of the Group are principally engaged
in the provision of program production services, event
organisation services, mobile live broadcasting and
e-commerce services and entertainment contents on
demand system services in the PRC.

The Group believes that environmental protection, low
carbon footprint, resource conservation and sustainable
development are the key trends in society. In order to follow
the key trends and pursue a successful and sustainable
business model, the Group recognises the importance of
integrating ESG aspects into its risk management system
and has taken corresponding measures in its daily operation
and governance perspective.

REPORTING SCOPE

Unless stated otherwise, this report mainly covers the
Group’s major operating revenue activities under direct
management control, including its provision of program
production services, event organisation services, mobile live
broadcasting and e-commerce services and entertainment
contents on demand system services in the PRC.

The Group will continue to assess the major environmental,
social and governance aspects of different businesses
to determine whether it needs to be included in the
environmental, social and governance reporting.

REPORTING FRAMEWORK

This ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide as
set out in the Appendix 20 of the GEM Listing Rules (the
“ESG Reporting Guide”).

Information relating to the corporate governance practices
of the Group has been set out in the Corporate Governance
Report on pages 20 to 32 of this report.

REPORTING PERIOD
The ESG Report specifics the environmental, social and

governance activities, challenges and measures being taken
during the year ended 31 December 2017.
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STAKEHOLDER ENGAGEMENT

The Group values its stakeholders and their views
relating to its businesses and environmental, social and
governance issues. In order to understand and address
stakeholders’ concerns, the Group communicates with its
key stakeholders, including but not limited to employees,
investors, customers, suppliers, government bodies
and communities through different channels such as
conferences, electronic platforms and public events. In
formulating operational strategies and environmental,
social and governance measures, the Group takes into
account the stakeholders’ expectations and strives to
improve its performance through mutual cooperation with
the stakeholders, resulting in creating greater value for the
community.

Materiality Assessment

The management and employees who are responsible for
the key functions of the Group have participated in preparing
this report, assisted the Group in reviewing its operation,
identifying key environmental, social and governance
issues and assessing the importance of these issues to our
businesses and stakeholders. We compiled a questionnaire
in reference to the identified material environmental, social
and governance issues to collect the information from
relevant departments and business units of the Group.

The following table summarises the Group’s significant
environmental, social and governance issues as set out in
this report:
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The ESG Reporting Guide Material ESG aspects of the Group Page
B HERERREECD AEERRE HEREREEHE ¥

A. Environment
A IRIE

A1. Emissions

A1 BER

A2. Use of Resources
A2. BR{E R

A3. The Environment
and Natural Resources

A3 IRIB R RKAER
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Emissions, Wastewater and Waste Management P. 36
PR ~ BEK R EEE YR IE #2368
Greenhouse Gas Emission P. 38
Pttt g7 e 38 H
Energy Consumption P. 40
BLIRIHAE E408
Water Consumption P. 40
IR ERE 408
Use of Packaging materials (Not applicable) P. 40
BEMEER (TER) 408
Environmental Impact Management P. 41
RIBFEER FME
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The ESG Reporting Guide Material ESG aspects of the Group Page
BIE - S RERKREES FEERE HEREREERHRE BE¥
B. Society
B.#t&
B1. Employment Employee Benefits and Equal Opportunities Policies P. 43
B1. f&f& EEFBRTERSIR 438
B2. Health and Safety Occupational Health and Safety P. 44
B2.f2fEH L2 BEEENZE Fa48H
B3. Development and Training Staff Development and Training p. 44
B3. /& K EF 8 TR RIE Fa48
B4. Labor Standards Prevention of Child Labor or Forced Labor p. 45
B4. & T %R Br1EE Takagslss T $458
B5. Supply Chain Management Environmental and Social Risk Management of Supply Chain p. 45
B5. e E TR HEERE T GRRE 458
B6. Product Responsibility Quiality and Safety of Products and Services p. 46
B6. EmAE EmMRBHnEEes F468H
Intellectual Property Management p. 46
REMERER E46 8
Social Moral Standards P. 47
HEBEReE F4TH
B7. Anti-Corruption Prevention of Corruption and Fraud p. 48
B7. &S DIl IN=DEPNE i F48 8
B8. Community Investment Contributions to Society P. 49
B8 tt @& AN F498

During the year ended 31 December 2017, the Group
confirmed that appropriate and effective management
policies and internal control systems for environmental,
social and governance issues are in place and confirmed
the information disclosed in the ESG Report meets the ESG
Reporting Guide.

Contact us

Comments and suggestions are welcome from our
stakeholders. You may provide comments on ESG report
or towards our performance in respect of sustainable
development.
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A. ENVIRONMENT
A1. Emissions

General Disclosure and Key Performance Indicators
(“KPI”)

The core businesses of the Group, which mainly involves
program production services, event organisation services,
mobile live broadcasting and electronic commerce services
and entertainment contents on demand system services,
mainly rely on internet technology and related equipment
and do not involve any manufacturing processes in the
course of business. Therefore, during the year ended 31
December 2017, the Group and its office did not generate
significant emissions, water pollutants and hazardous
wastes during the operation, except for greenhouse gas
(“GHG”) emissions and non-hazardous waste.

Global warming and climate change have become major
environmental issues to the world. The Group aims to
minimize energy consumption and carbon emissions and
has been exploring ways of adopting operational model
which incurs less adverse impact on the environment.
From the reporting of environmental perspective, we mainly
focused on the environmental impact of the Group’s offices
in China and relevant measures to be taken during the daily
operation and have formulated policies and procedures
relating to the environmental management to govern limited
greenhouse gas emissions and non-hazardous waste
generated from our operation.

Waste management

The Group adheres to waste management principle and
strives to properly manage and dispose wastes produced
by our business activities. Our waste management practice
has been complied with relevant laws and regulations
relating to environmental protection. The non-hazardous
wastes generated by the Group’s operations mainly consist
of paper, toner cartridges and ink cartridges. During the
year ended 31 December 2017, the consumption volume
generated by the Group is shown as below:
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AEEBTENERRA > BOEEERENMGERMNE
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BREEEMAD - AEEXGEPELNEERRZYT
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Intensity -

Non-hazardous waste category Quantity Unit Unit per employee

RE-8UES

BEBRRYESR HE By EEXfE (B E8)

Paper 0.387 Tonnes 0.003
R MiE

Toner cartridge 65 Pieces 0.54
i3 &

Ink cartridges 27 Pieces 0.23
28 18
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We regularly monitor the consumption volume of paper,
toner cartridges and ink cartridges and have implemented a
number of reduction measures. The Group’s office has also
provided suitable facilities and encouraged our staff to sort
and recycle the wastes to achieve the objectives in mitigating
wastes, reusing and recycling in its operations. The Group
maintains high standard in waste reduction, educates its
employees the significance of sustainable development and
provides relevant support in order to enhance their skills and
knowledge in sustainable development.

Apart from recycling, the office has implemented various
programs and activities to encourage employees to
participate in waste reduction management, including:

° Promote green information and electronic
communication, such as e-mail and electronic
workflows, to implement “paperless system” concept;

° Place “Green Message” reminders on office

equipment;

o Utilise used envelopes and double-side printing.
Paper for single-side printing would be only adopted
when handling official documents and confidential
documents when necessary; and

° Recommend the use of recycled paper.

The Group does not produce any hazardous wastes in its
business activities.
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GHG emission

The consumption of electricity at the offices and petrol are
the largest sources of greenhouse gas emissions of the
Group. During the year ended 31 December 2017, the
Group’s total GHG emissions amounted to approximately
154 tonnes and the total GHG emission per employee was
1.28 tonnes/employee. The detailed summary of the GHG
emission is shown as below:

GHG Performance Summary

M ESRREHIA

$ .HET%F/_\#HZ%%E&%E /‘L/EIEI/—E'_'I$/i ./Jm:n:ﬁ
FXPU?

2 HE Ay

REZE-_T—+F+_A=+—HIFE &

El} REBHINE B4 MBNIEEREREY
m%(ﬂﬁﬁ/ﬁa)ﬁ%ﬂ 28 o

Intensity -

GHG Scope' Tonnes Tonnes per employee

ZE-SUEERE

AERBEE Mg RSB E (W EE)
Direct GHG emission (Scope 1) AEREEEL(EE)

— petrol consumption - FURBERE 12 0.10
Indirect GHG emission (Scope 2) ) Eﬁ SR HER(FE 2)

— electricity consumption EWab=b=E 139 1.16
Other indirect GHG emission (Scope 3) EEL SR HER(FE3)

— paper and water consumption —#ERF A KRR E 3 0.02
Total GHG emission mERBNASE 154 1.28
Note: @it -

1. GHG emissions data is presented in carbon dioxide equivalent 7. BRI g —E b iRE EEY - R A TR

and was in reference to, including but not limited to, the reporting
requirements of the "GHG Protocol Corporate Accounting and
Reporting Standard” issued by the World Resources Institute
and the World Business Council for Sustainable Development,
the “Guidelines to Account for and Report on Greenhouse Gas
Emissions and Removals for Buildings (Commercial, Residential
or Institutional Purposes)” and the latest published Baseline
Emission Factors for Regional Power Grids in China.

The Group has implemented a number of measures to
mitigate energy consumption such as turning off the air-
conditioning system at night or when leaving office, keeping
the office temperature at 25°C in summer and using LED
lights or energy-saving light in the office, etc.
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Environmental, Social and Governance Report

At the project level, the Group considers the principle
of environmental protection when launching each of its
projects. For example, in the course of selecting suppliers,
we assess whether the materials used by the suppliers in
the activities are hazardous to the environment and whether
they can effectively conserve energy and minimize carbon
emissions. In addition to the above-mentioned measures,
the Group issues environmental-related memorandum to its
staff to raise their awareness of environmental preservation.
Notices and posters relating to the environmental
information have been placed in the offices to promote the
best practice of the environmental management.

The Group has complied with relevant environmental laws
and regulations, including but not limited to Environmental
Protection Law of the People’s Republic of China, Water
Pollution Prevention and Control Law of the People’s
Republic of China, Law of the People’s Republic of China
on Prevention and Control of Air Pollution and Environmental
Protection Law of Solid Waste Pollution of the People’s
Republic of China. During the year ended 31 December
2017, the Group was not aware of any material non-
compliance with laws and regulations relating to the air and
greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste that
would have a significant impact on the Group.

On top of complying with the general disclosure requirement
of Aspect A1, we have complied with the KPI requirement
which is summarised below:

RIR - HERERRSE

HEBEREE L  AfEERNE—EEE L ERRRRA
EEHERRZEHRERNEDER 2 MAEEHIRE
BER BB REEERTBURIRPER - B L& i
S REBERME THEPRFRBA - MERREER It
S MAECH EHARKBEMNASNER  UEFER

BEENREERER -

AEEEETHAERBEBNEARENR - BRENER
(R EARAMBERFEREE)  (PEARKAMBEKG
EPaE) - (PEARKMBARGRAZE)  (REA
RHAMBERGEYSRRRNE)F - REE_T—LF
TA=+t—BHIFE  AXEBYTABEZERSOLER
BN HNRERLHEES - WREEBERIFAZED
QE  HAREERERZENETRAATEEILROE

BriE s A1 B E A —ARIRE SRS
R BN - BT

#fic B TRaRE R

“Comply or explain” Provisions [ RETHEE ]

KPI' A1.1 The types of emissions and respective emissions data. Disclosed
FREIIEIREAI BEUEE RABREBEEUE - [=§is
KPI A1 2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity. Disclosed
MREBIERA12  RERBABNE CAEAE) R (ER) BE - 2t

KPI A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity. Not applicable
BREMIEIRAI3 FMELRZTEEVESE UNAE) M (ER)BE - TNE A
KPI A1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity. Disclosed
BREMIEIRA14 FESEIEERVES UNAE) R (ER)BE - 2t
KPIA1.5 Description of measures to mitigate emissions and results achieved. Disclosed
MSEERIERA1E  HMUREHE R E RS i R P1SRCR 2t
KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, Disclosed
reduction initiatives and results achieved. )
MRERIERA1L6  HMREBEEERESEEVNTE  RMEELSHNEBEASKR - 2t
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A2. Use of Resources
General Disclosure and KPI
Energy Consumption

Due to the business nature of the Group, the volume of
energy consumption, electricity consumption and water
consumption are considered as relatively low, in particular
water consumption is very minimal. As mentioned in the
Aspect A1 section, the Group has formulated policies and
procedures relating to the environmental management,
including energy management. Electricity consumption and
petrol consumption account for a substantial part of the
carbon emission for the Group.

During the year ended 31 December 2017, the Group’s
consumption in petrol and electricity were:

A2 &R EH
—REENERENEE
BERIEH

ENAEENERLEE - ARBERERER  HEERE
IKERBEIE - CEFKEMFEM - A1 EE A5
- AEECHE T RRRERABOBRNER - 25
gg;‘);gg;ii o T AE 2B THSNEEIIE A&

RBE_Z—+F+-_A=+—BILFE  AEETHH
HENMEEER

Intensity -

Energy Type Quantity Unit Unit per employee

R SR =]

BERESE BE By EEXAE (B E8)

Petrol 4,228 litre 35.23
v #

Electricity 183,400 kWh 1,628.33
EW))| FEE

On top of the measures of mitigating the energy
consumption mentioned in previous section, the Group
strives to utilize telephone or video conference to minimize
face-to-face meeting in order to reduce petrol consumption
in traveling and unnecessary business trips. The Group
encourages resources saving in daily office operation and
proactively fosters a low-carbon corporate culture, which
further increases our employees’ awareness in energy
conservation.

Water consumption and use of packaging materials

The Group does not consume significant water in its
business activities. During the year ended 31 December
2017, the Group consumed 1,442 tonnes of water were
consumed by the Group and the water consumption per
employee was 12.02 tonnes. Regardless of limited water
consumption, we still promote behavioral changes at office
and encourage water conservation. Pantry and toilets are
posted with environmental messages to remind employees
for water conservation, which results in further enhancing
our employees’ awareness in water conservation.

In addition, due to the nature of business, the Group did not
have physical products for sale and therefore did not involve
any use of packaging materials. Therefore, this disclosure is
not applicable to the Group.
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Environmental, Social and Governance Report

On top of complying with the general disclosure requirement
of Aspect A2, we have complied with the KPI requirement
which is summarised below:

RIR - HERERRSE
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“Comply or explain” Provisions [ REBSFRERE ]

KPI' A2.1 Direct and/or indirect energy consumption by type and intensity Disclosed
BRETUEZEA21 RERESHNEER IEEEREAEEREE o 2t
KPI A2.2 Water consumption in total and intensity Disclosed
FRENIETA22  HBRKEREE - gt
KPI' A2.3 Description of energy use efficiency initiatives and results achieved. Disclosed
MSERIERA2.3 i RERE ARG T B R PR o =53

KPI A2.4

BB NIERA2.4
KF1SARR °

KPI A2.5
FASHENIEIR A2.5

A3. Environment and Natural Resources
General Disclosure and KPI
Environmental impact management

The Group pursues the best practices in the environment
protection and focuses on the impact of the Group’s
businesses to the environment and natural resources. In
addition to complying with relevant environmental laws
and regulations as well as properly preserve the natural
environment, the Group has integrated the concept of
environmental protection into its internal management and
daily operations, with the aim of achieving environmental
sustainability.

The Group strives to promote environmental protection and
make effective use of resources. It carries out continuous
monitoring if the business operations incur any potential
impact to the environment, and minimises such impact
to the environment through promoting green office and
operating environment by adopting four basic principles
which comprise of reduce, reuse, recycle and replacement.
Where applicable, we adopt green purchasing strategies
and the most practical technologies to protect our natural
resources.

Description on whether there is any issue in sourcing water that is fit
for purpose, water efficiency initiatives and results achieved.

et SKERE /KR R AR - PAKART A7k Rasst &l

Total packaging material used for finished products.

S AT BRI AE (AN E) &k (ER) BEEEUGE -

Issue in sourcing water
- not applicable due to
its business nature;
Remaining — disclosed
F T SREE A KR AT
B ]R8 — i
(AxEBHE)

Hth— Bt

Not applicable
ANiE A
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Noise Pollution

Noise pollution practices are implemented during our
program production and event organisation activities,
in order to minimise the noise pollution. Programs are
produced in the studios with good soundproof facilities.

Outdoor lightings

During outdoor production and event organisation, the
lightings are adjusted to avoid disturbing neighborhood
whenever possible. Most of the programs are also shot in
the indoor area.

Landscape and natural habitat

The Group strives to minimise any unnecessary interference
to the natural landscape and animal habitat in the process
of programs production and event organization, in order to
maintain the natural beauty of the environment.

The Group regularly reviews its environmental protection
policies and has adopted the necessary precautionary
measures and actions to reduce significant impact on the
environment and natural resources, and ensure that the
Group complies with relevant laws and regulations.

During the year ended 31 December 2017, the Group has
not found any non-compliance with laws and regulations in
respect of the environment and natural resources.

On top of complying with the general disclosure requirement
of Aspect A3, we have complied with the KPI requirement
which is summarized below:

RE 53
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“Comply or explain” Provisions [ REFHEE ]

KPI A3.1 Description of the significant impacts of activities on the environment Disclosed
and natural resources and the actions taken to manage them.

BRERIEIRAST HEBEBUHRERARERNEATERDEKNERAALENTE 2t
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Environmental, Social and Governance Report

B. SOCIETY

B1. Employment
General disclosure
Employee Benefits and Equal Opportunities Policies

Employees are regarded as the Group’s largest and most
valuable assets and the core of competitive advantage. They
provide the driving force for continuous innovation to the
Group.

During the year ended 31 December 2017, the Group has
fully complied with relevant rules and regulations in the PRC,
including the Company Law of the People’s Republic of
China, the Contract Law of the People’s Republic of China,
the Labor Contract Law of the People’s Republic of China
and the Regulations on Labor Inspection and Security, as
well as the statutory requirements in Hong Kong, including
the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), the Mandatory Provident Fund Schemes Ordinance
(Chapter 57 of the Laws of Hong Kong), the Minimum
Wages Ordinance, the Personal Data Privacy Ordinance and
other relevant rules and regulations.

The Group is committed to maintaining a diverse workforce
that includes age, gender, family status, sexual orientation,
disability, ethnicity, religion and equal opportunities.

The Group’s staff handbook contains polices in regards to
recruitment, promotion, discipline, working hours and leave.
The human resources department has been responsible for
ensuring all employees have fully understood the contents of
the handbook.

The management regularly reviews the Group’s
remuneration and benefits policies in reference to the market
standards and is committed to safeguarding the rights
and interests of the staff. Remuneration and benefits have
been adjusted on an annual basis in accordance with the
employees’ individual performance, contribution and market
conditions.

During the year ended 31 December 2017, the Group was
not aware of any material non-compliance with laws and
regulations relating to employment and labour practices.

RIR - HERERRSE

B.#g

B1. &%

—REE

EETFER FEHREIBE

BEREAAEESAMNABENEEMHRFELNX
L R RASERETHRIFNRS S -

REBEE_T—+tFt_A=+—"HILEFE XEEZ2A
EFhBERRAEER  BRE(PEARKNMBEREE) -
(FEARKMBEARE) (REARKMNBELEH SR
) (BEBREBERGH)  URBBOEMRE - B
(RBEPIN(EBEDIE 622 F)  (REHDD (FEEDE
57 8) CRHIMERTEEFBIGRM) - (RETE KD - EA
BERFLRIED) R B R AR -

AEEAFRFTETLZ I BEFK - 45 - KERM
7~ A R Bk - REREEFENE

AEEOHEETEM  MERE  FHE - G THR
R BRBITHANERBFIRE T AR TEERS
RHFMAE -

B E 5L A BT ISR T Bt et A 5 A Fr B R AR K
R BAHIREEIWEZD - YEFRIEE THEH TIEX
B BRETSREELFE -

REBE_T—tF+-_A=+—RLFE AEEWLE
BIEMEBANETERERLS DEEMRHIHER o

TRASZRERAT —E-LFEERSE

43



44

Environmental, Social and Governance Report

RIE - HERERBRE

B2. Health and Safety
General disclosure
Occupational Health and Safety

The Group has always placed emphasis on occupational
safety and has set up an occupational health and safety
management system to provide a safe working environment
for office employees.

During the year ended 31 December 2017, the Group has
complied with relevant rules and regulations in the PRC,
including the Law of the People’s Republic of China on
Work Safety and Occupational Disease Prevention and
Control Law of the People’s Republic of China, as well as
the legislative requirements in Hong Kong, including the
Occupational Safety and Health Ordinance.

During the year ended 31 December 2017, the Group was
not aware of any non-compliance with the health and safety
laws and regulations.

B3. Development and Training
General disclosure
Staff Development and Training

Employees are regarded as the Group’s largest and most
valuable assets and an essential part of maintaining a
competitive advantage. The Group provides its staff with
training courses for upgrading skills and development as
needed.

The Group encourages and supports employees to
participate in personal and professional training to fulfill the
needs of emerging technologies and new equipment. The
Group also encourages the culture of sharing of knowledge
and experience.

The Group has made good use of its internal resources
to organise various forms of training for its office in China,
including management, customer service and financial
knowledge with the assistance of the Hong Kong Office of
General Services.
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B4. Labour Standards

General disclosure
Prevention of Child Labor or Forced Labor

The Group strictly prohibits employing any child labor or
forced labor in its operations in Hong Kong and the PRC.
The Group has established a well-defined recruitment
process which examines the background of candidates and
a formal reporting procedure for handling any exception.
During the recruitment process, the age of the applicant
is verified against the identity documents of the applicant.
In addition, the Group conducts regular reviews and
inspections to prevent any child labor or forced labor in
operation.

In the meantime, the Group also avoids engaging vendors
and contractors which are already known to be employing
child labor or forced labor in their operations.

The Group has complied with the Employment of Children
Regulations (Chapter 57B of the Laws of Hong Kong) under
the Employment Ordinance (Chapter 57 of the Laws of Hong
Kong), the Convention on the Abolition of Forced Labor
with respect to Employment of Workers, the Labor Law
of the People’s Republic of China on the Employment of
Adolescents under the Age of 16 and their Legal Rights and
Interests and Provisions on the Prohibition of Child Labor in
the People’s Republic of China.

During the year ended 31 December 2017, the Group
complied with all the laws and regulations relating to the
prevention of child labor or forced labor. The Group was
not aware of any material non-compliance with laws and
regulations relating to employment and labour practices.

B5. Supply Chain Management
General disclosure
Environmental and Social Risk Management of Supply Chain

The Group has established and implemented the Supplier
Management Policy. In order to strengthen the selection of
suppliers, the Group welcomes qualified, competent and
high-quality suppliers to join. The Group’s procurement
department has specially formulated this policy in order
to standardise the supplier management and improve the
operational standard.

RIR - HERERRSE

B4.%4 T X8|
—RIRE
B IFE T a8 %4 T

AEBERRIEERSRHBEEBEMAEMET MoRH|5
T - AREERYFREHEEASSNTENRERIER
BRIZERPISMERMERWRERZ - ARBERET - A
EREZSNBAXHREELFK - BINTEMETES
Find - AR ISR IR TR ZE TR FI5%)

BRI - AEETE PR EZFENTEEEETER
BT RIS E T MARR -

AEEDETKREGD) (BEEPIEL7E)E NEMAR
ERPD (BBEPIFS7BE) - BREMS T(ELRES
BRK)  AEEMRI65A B DFEREERERN(TE
;\Eéiﬁﬂ% ) MR EARKANBEE HERET
RIE)D °

REBE_T—+F+_A=+—RILFE AEECET
P B L& T ko |55 THRBIHDERER - AEBEHIR
BEBETETHERYS TERZERIARPINBER -

B5. fitfESE E 2

— R E

HIEREIRIZ Rt B /A EHE
AEBRTEWHNT T HEREESNE - BT EAHHER
MEREE  AEEAZHAN - ZENEE BOFE

E-BEN aRENHEEMA - REBEKAI SR
HERERE @ RS AR KE - FHlELHE -

TRASZRERAT —E-LFEERSE

45



46

Environmental, Social and Governance Report

RIE - HERERBRE

The Group’s procurement department is also responsible
for organising the supplier evaluation work in two ways
which include the ongoing project evaluation and the annual
assessment. The evaluation results will serve as the basis of
supplier management. Suppliers need to react quickly to the
assessment result, taking effective measures to improve the
services provided within prescribed period. The Group has
the rights to terminate the cooperation with service providers
who violate the rules or do not meet the targets.

In the selection of new suppliers, the Group has compared
at least three different companies, taking account of
their operational and compliance records as well as their
commitment level on top of cost consideration. Prior to
conducting business with suppliers, we carry out annual
reviews and evaluations in various aspects including
occupational health and safety, employee rights protection,
environmental protection and corporate social responsibility.
This ensures that our operations comply with national
standards or relevant regulations and that we have no
child or forced labor issues. The assessment results will be
used as a benchmark for the continuation or termination of
cooperation in the future.

The Group maintains close liaison with its suppliers to
monitor its performance to ensure that it is consistent with its
service commitment.

B6. Product Responsibility
General disclosure
Quality and Safety of Products and Services

The Group pays high attention to the quality and safety
of its services. The Group has established relevant quality
and safety inspection policies for different projects,
communicates with our customers and confirms their
project expectation and direction prior launching any project,
and actively coordinates projects with customers in the
process of providing services.

Intellectual Property Management

The Group’s day-to-day operations involve the use of the
intellectual property owned by customers, suppliers or the
Group itself. Therefore, the protection of intellectual property
rights is an extremely important task for the Group. When the
Group engages with its customers or suppliers, it will include
the protection of intellectual property in the contractual
terms. The Group’s legal department will also review all
the contracts in operation and ensure that the contractual
terms protect both parties’ intellectual property rights.
The Group also requires technical professionals to sign
strict confidentiality agreements. Confidential information
of our customers is only accessible to employees who are
responsible for the corresponding project.
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During the year ended 31 December 2017, the Group
complies with relevant laws governing the confidentiality
of data and intellectual property, including but not limited
to Hong Kong Intellectual Property Law, Patent Law of the
People’s Republic of China, Trademark Law of the People’s
Republic of China and Copyright Law of the People’s
Republic of China.

Social Moral Standards

Based on the nature of the business, most of the content
on the Internet channel is online live broadcast or produced
by different Internet users. According to the relevant laws
and regulations such as Beijing Self-Discipline Convention
on Network Performance (Live Broadcasting) and other
standards, the Group has established strict rules on these
contents.

In order to ensure the compliance with the national
regulations, the Group regularly checks the content of its
broadcasts and on-demand system for program production
activities. Our group is committed to providing positive
messages for the community. Content such as violence,
pornography, hatred, superstition, gambling, etc. is strictly
forbidden.

The Group has complied with the major relevant laws
and regulations including the Administrative Measures
on Internet Publishing Services circulated by the State
Administration of Press, Publication, Radio, Film and
Television and the Ministry of Industry and Information
Technology, the Measures for the Administration of Internet
Information Services of the People’s Republic of China
promulgated by the State Council, and the Interim Provisions
on Internet Culture Management promulgated by the
Ministry of Culture and so on.

During the year ended 31 December 2017, the Group was
not aware of any non-compliance with relevant laws and
regulations related to product responsibility.
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B7. Anti-Corruption

General disclosure

Prevention of Corruption and Fraud

Preventive Measures, Enforcement and Monitoring

The Group has implemented the Prevention of Commercial
Bribery Management Policy, strengthening its internal
control mechanism, anti-corruption and anti-bribery work
S0 as to achieve the business philosophy of “abiding by the
law, integrity and quality service”. For projects with higher
monetary value, the Group makes an open bidding invitation
to at least three suppliers. Different level of approval and
authorisation is required according to the size of the tender
agreement.

Reporting Mechanism

The mechanism includes the establishment of an inspection
team and the establishment of a channel for evaluation
and reporting. It is strictly forbidden to use the business
opportunities or powers to obtain personal interests or
benefits. If there is a conflict of interest, it needs to be
reported to the management of the Group on a timely basis.
The Group also encourages employees and all persons with
whom the Group does business, including customers and
suppliers, to report the suspected wrongdoing within the
Group voluntarily.

The Group has complied with major relevant laws and
regulations including Hong Kong’s “Prevention of Bribery
Ordinance” and the Mainland’s “Corruption Ordinance of the
People’s Republic of China”.

During the year ended 31 December 2017, the Group was

not aware of any non-compliance with relevant laws and
regulations related to anti-corruption.
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B8. Community Investment

General disclosure
Contributions to Society

As a responsible company, the Group actively strives to
become a positive force in the community and maintains
close communication and interaction with the community to
contribute to community development.

The Group enhances the quality of life of community through
arts, culture and entertainment using on demand systems
and activities. Following the development of culture, the
community can gain a deeper understanding of history and
culture and cultivate higher appreciation of the present and
future cultural activities and to a greater level of enjoyment.

The Group will also actively encourage employees to
contribute their time and skills to community volunteer works
to benefit local communities by giving them opportunities
to learn more about social and environmental issues and
enhance the corporate value of the Group.

As a moral and responsible enterprise, the content of
the broadcasts and organized events are produced
in accordance with the Group’s policy of considering
community interests and fully complied with the national
regulations and rules, which further promotes positive
news to the community and restricts any negative content,
including as violence, pornography, hatred, superstition,
gambling, to be broadcasted.

The Group will consider from time to time to make donations
to charities when the Group records after-tax profits and has
sufficient funds.
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EXECUTIVE DIRECTORS

Mr. Philip Jian Yang, aged 55, is an executive director
and the president and chief executive officer of our Group.
Mr. Yang is the son of the founders of the Group. Mr. Yang
has been primarily responsible for the overall operations,
management, business development and strategic planning
of our Group. Prior to joining our Group, he was appointed
as the general manager of Beijing Zhonglu Intelligence
Cultural Development Co., Ltd. in November 1994. Mr.
Yang graduated from the Business Institute of Beijing
(currently Beijing Technology and Business University) with a
bachelor’s degree in business administration and commerce
in July 1983.

Mr. Yang Shiyuan, aged 42, is an executive director and
deputy chief executive officer of our Group. Mr. Yang has
been primarily responsible for our Group’s business in
largescale performance events, such as awards ceremonies
and movie premieres. He joined our Group in October 2002
as a project assistant and was promoted to the position of
project manager in August 2004. Since October 2009, he
served as a project director in our Group.

Ms. Yang Jianping, aged 63, is an executive director and
a deputy chief executive officer of our Group. Ms. Yang
has been primarily responsible for the management of
the Group’s finance, human resources and administrative
matters. Ms. Yang graduated from Beijing Open University
with a bachelor’s degree in finance and accounting in July
1988. She attained the qualification of an intermediary
accountant in December 1992.
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Biographical Details of Directors and Senior Management

NON-EXECUTIVE DIRECTORS

Mr. Ge Xuyu, aged 51, was appointed as a non-executive
director of our Group on 21 April 2015. Mr. Ge has been
primarily responsible for seeking investment and acquisition
opportunities and managing the investment project of the
Group. Mr. Ge has been serving as the general manager
of Mongolian Desert Resources LLC since December
2010. He is currently certified as a senior accountant in
the PRC. During May 1983 to February 2002, he worked
at China Construction 4th Engineering Bureau 6th Corp.
Limited holding financial positions and was promoted to
senior accountant in August 2001. From February 2003 to
December 2010, he served as a deputy general manager of
Shenzhen Dongrunda Investments Development Co., Ltd..
Mr. Ge graduated from Anhui Open University majoring in
financial accounting in 1990. He obtained the qualification as
an accountant in October 1994.

Mr. Wang Yong, aged 49, was appointed as a non-
executive director of our Group on 21 April 2015. Mr. Wang
has been primarily responsible for supervising our Group’s
overall management and strategic planning. Mr. Wang has
been working as a deputy managing director at Beijing Tianyi
Jinxiu Co., Ltd. since 2003.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Li Fei, aged 60, was appointed as an independent
non-executive director of our Group on 3 November 2015.
Mr. Li is currently a professor of marketing at the School
of Economics and Management and a deputy director of
the China Retail Research Center of Tsinghua University.
He is also the vice president of Chinese Business History
Association. Mr. Li taught marketing and retail management
at Beijing Business Management College from July 1983
to April 2002. Since May 2002, Mr. Li has been teaching
marketing, retail management and luxurious product
marketing at the School of Economics and Management of
Tsinghua University. Mr. Li graduated from Beijing Institute
of Business with a bachelor’s degree in business and
economics in 1983 and a master’s degree in business and
economics in 1988. In 2002, he obtained a doctorate degree
in Economics from Renmin University of China. Mr. Li was an
independent director of Shandong Wohua Pharmaceutical
Co., Ltd. (stock code: 002107), a company listed on
Shenzhen Stock Exchange, between April 2006 and April
2009 and an independent non-executive director of Huiyin
Household Appliances (Holdings) Co., Ltd. (stock code:
1280), a company listed on the Stock Exchange, between
March 2010 and July 2011. Since April 2014, Mr. Li has
been serving as an independent director of Beijing Cuiwei
Tower Co., Ltd. (stock code: 603123), a company listed on
Shanghai Stock Exchange. Since March 2015, he has also
been serving as an independent director of Beijing Capital
Retailing Group Co., Ltd. (stock code: 600723), a company
listed on Shanghai Stock Exchange.
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Mr. Tan Song Kwang, aged 50, was appointed as an
independent non-executive director of our Group on 3
November 2015. Mr. Tan has been a director of the Financial
Advisory Department of Stratus Capital Pte Ltd. since 2005
and an independent director, chairman of the nomination
committee and member of the remuneration and audit
committees of Oriental Group Ltd. (SGX: 5FI) from February
2004 to December 2016. From May 2012 to January
2014, he served as an independent non-executive director,
chairman of the remuneration committee, member of the
nomination and audit committees of China Paper Holdings
Ltd (SGX: C71). Mr. Tan graduated from National University
of Singapore with a bachelor’s degree in arts, majoring in
economics and sociology, in 1991.

Mr. Law Kin Ho, aged 50, was appointed as an
independent non-executive director of the Group on 3
November 2015. He is a fellow member of the Hong Kong
Institute of Certified Public Accountants and the Association
of Chartered Certified Accountants, United Kingdom. He
has extensive experience in the auditing and accounting
fields in Hong Kong and is currently a practising certified
public accountant in Hong Kong. Mr. Law worked with
the Stock Exchange from July 1994 to August 1995 and
Ernst & Young from July 1989 to June 1994. He was an
independent non-executive director of Coastal Greenland
Limited (stock code: 1124), from July 2002 and resigned
in December 2012. He was also an independent non-
executive director of Aurum Pacific (China) Group Limited
(stock code: 8148) from July 2008 to March 2010, both
being companies, listed on the Stock Exchange. Mr. Law is
currently acting as an independent non-executive director
of Lai Fung Holdings (stock code: 1125) since March 2009,
shares of which are listed on the Stock Exchange. Mr. Law
graduated from the Hong Kong Baptist College with an
honours diploma in accounting in 1989. He further obtained
a bachelor’s degree in accounting in 1990 and a master
degree of science in corporate governance and directorship
in 2017 from Hong Kong Baptist University.

Note:

Each of the Directors does not have any relationship with any other
Directors and any member of our senior management.
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Biographical Details of Directors and Senior Management

SENIOR MANAGEMENT

Mr. Yam Wan Fung, aged 34, was appointed as the chief
financial officer of our Group and the company secretary of
our Company on 6 April 2017. Mr. Yam has been a certified
public accountant registered with the Hong Kong Institute of
Certified Public Accountants since January 2010. He holds
a bachelor’s degree of business administration (Honours) in
marketing from The Hong Kong University of Science and
Technology. Mr. Yam has over 10 years of experience in
accounting, auditing, financial management and company
secretarial matters. He worked at Deloitte Touche Tohmatsu
from September 2006 to June 2015 and he held the position
of audit manager from September 2011 to June 2015. Mr.
Yam worked as finance manager at China Overseas Land
& Investment Limited (stock code: 688) from June 2015 to
August 2016. Prior to joining the Company, Mr. Yam worked
as finance manager at Hutchison Port Holdings Limited, one
of the subsidiaries of CK Hutchison Holdings Limited (stock
code: 001) from August 2016 to March 2017.

Mr. Wan Shuxing, aged 49, is the chief engineer of the
Group. Mr. Wan has been primarily responsible for the
construction and implementation of the Group’s stage art
projects. From July 1991 to December 2002, Mr. Wan
worked at China Construction 1st Engineering Bureau 4th
Corp. Limited. Mr. Wan graduated from Harbin Institute
of Technology with a bachelor’s degree in industrial and
residential construction in July 1991.

Mr. Yao Qinrong, aged 34, is the chief executive officer of
Capital Land, a subsidiary of the Company. Mr. Yao was one
of the foundation shareholders of Capital Land. Mr. Yao has
been primarily responsible for the operations, management,
business development and strategic planning of Capital
Land. From March 2010 to December 2015, Mr. Yao had
been an assistant president of 1905 (Beijing) Network
Technology Co. Ltd..

Mr. Zhao Jian, aged 51, is the president of Capital Land,
a subsidiary of the Company. Mr. Zhao was one of the
foundation shareholders of Capital Land. Mr. Zhao has
been primarily responsible for marketing of Entertainment
contents on demand system of Capital Land. Prior to joining
our Group, Mr. Zhao had been a chairman and a general
manager of Chengdu Film Group Limited from August 2013
to December 2014 and a president and a chief executive
officer in the PRC region of SMI Culture Group Holdings
Limited (stock code: 2366).
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Report of the Directors
EEERE

The Board of Directors of the Company is pleased to
present their report and the audited consolidated financial
statements of the Group for the year ended 31 December
2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 32 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group’s financial performance for the year ended 31
December 2017 is set out in the consolidated statement of
comprehensive income on page 86 of this report and the
financial position of the Group as at 31 December 2017 are
set out in the consolidated statement of financial position on
page 87 of this report.

The financial position of the Company as at 31 December
2017 is set out in note 29 to the consolidated financial
statements.

The Directors do not recommend the payment of any
dividend for the year ended 31 December 2017.

SHARE CAPITAL

Details of movements in the Company’s share capital during
the year ended 31 December 2017 are set out in note 26 to
the consolidated financial statements in this report.

USE OF PROCEEDS FROM THE PLACING OF SHARES

As at 31 December 2017, the Company has: (i) fully utilised
the net proceeds of approximately HK$101.2 million raised
from the IPO Placing in accordance with the intended use of
proceeds set out in the Prospectus and the change in use
of proceeds as disclosed in the 2016 Annual Report; and (i)
utilised approximately HK$36.2 million of the net proceeds of
approximately HK$50.7 million raised from the 2017 Placing
to the general working capital of the Group. Details of the
intended uses and utilised amount of the above placing of
shares are set out on page 16 to 19 of this report.

RESERVES

Details of the movements in reserves of the Group and
the Company during the year ended 31 December 2017
are set out in the consolidated statement of changes in
equity in page 88 and note 28 to the consolidated financial
statements respectively.

DISTRIBUTABLE RESERVES
The Company’s reserve available for distribution as at 31

December 2017 was approximately RMB132.3 million (as at
31 December 2016: RMB100.5 million).
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CHARITABLE CONTRIBUTIONS

During the year ended 31 December 2017, the Group did
not made any charitable contributions (2016: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the Group’s property, plant and equipment during
the year ended 31 December 2017 are set out in note 17 to
the consolidated financial statements.

BUSINESS REVIEW AND PROSPECTS

A review of the financial performance and business of the
Group during the year ended 31 December 2017 and a
discussion on the Group’s future business development are
set out in the sections headed “Chairman’s Statement” and
“Management Discussion and Analysis” on pages 5 to 19 of
this report.

PRINCIPAL RISKS AND UNCERTAINTIES

A number of factors may affect the results and business
operations of the Group, major risks are summarised below.

Reliance on limited number of customers

The Group derived a significant portion of our revenue
from a limited number of customers. For the year ended
31 December 2017, the five largest customers of the
Group contributed 93.0% of total revenue to the Group.
There is a risk that these significant customers to cancel or
early terminate the contract and no assurance that these
significant customers will continue their business relationship
with the Group or that the revenue generated from the
customers will increase or be maintained in the future. The
Group will continue to expand the customer base to mitigate
the risk.

Intense competition

The television broadcasting content production market is
highly fragmented and more players are entering the market,
while existing dominant players are growing. The Group also
face pricing pressure from the television stations customers
which have the final say as to which program to play. The
Group also faces threat of substitution by fims and television
series and news programs which take up higher proportions
of viewership share compared to television broadcasting
content such as variety shows.

The competition in the event organisation industry is also
relatively fierce. Besides facing competition with other
event organisers, television stations, online video networks
and film distributors with high backward integration ability,
corporate in-house public relations which can organise their
own corporate activities like annual party and companies
well-established in other related fields such as public
relations agencies, also are the potential competitors of
event organisation business of the Group.
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Uncertainties of market demand of recently developed
businesses

The Group had made material investment in the mobile
live broadcasting and e-commerce and entertainment
contents on demand system businesses. These businesses
are in the fast-growing internet and pan-entertainment
market and the Group believes these businesses will have
great potential as the internet is well-developed and the
huge demand in pan-entertainment are expected to be
unearthed in the PRC. However, mobile live broadcasting
and e-commerce and entertainment contents on demand
system businesses are relatively new in the internet industry.
There is insufficient historical market data to form a reliable
estimation on its demand growth and no assurance that our
optimistic expectation of these businesses can be realised.
Furthermore, mobile live broadcasting and e-commerce
business is an internet and mobile internet base business,
its regulatory control are not fully developed yet. Also, the
Group’s business model: “entertainment contents + social
media + e-commerce” of mobile live broadcasting and
e-commerce business has just launched for a short period
of time and its operations require the quick reaction to
the market changes, therefore the Group cannot ensure
that the Group can enjoy the benefit from this business
model in short-term. On the other hand, although the PRC
government has started to strengthen the supervision of
the entertainment locations (such as mini-cinemas) which
can benefit the Group in long-term as the illegal competitors
would be eliminated from the market, the relevant
regulations have just been implemented for a short period of
time and the market may require a certain period of time to
reflect the effect of the new regulations.

Also, mobile live broadcasting and e-commerce and
entertainment contents on demand system are not
necessities, the demand of these businesses may fall
significantly if the economy in the PRC faces material
downturn with the decrease in purchasing power of potential
consumers. In addition, the spending trend and demand of
the internet and pan-entertainment can be changed quickly,
the Group may require to deploy resources continuously
to attract and retain the customers loyalty of the above
businesses. The management of the Group will closely
monitor the operation and the market changes of these
recently developed businesses.
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RELATIONSHIPS WITH KEY STAKEHOLDERS

Discussions on the Group’s relationships with its employees,
customers and suppliers is contained in the section headed
“Environmental, Social and Governance Report” on pages
33 to 49 of this report.

ENVIRONMENTAL POLICIES

Discussion on the Group’s environmental policies is
contained in the section headed “Environmental, Social and
Governance Report” on pages 33 to 49 of this report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the
Company’s subsidiaries in the PRC while the Company
itself is listed on GEM. The establishment and operations
accordingly shall comply with relevant laws and regulations
in the PRC and Hong Kong. During the year ended 31
December 2017 and up to the date of this report, the Group
has complied with all the relevant laws and regulations in the
PRC and Hong Kong.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the
Articles or the laws of the Cayman Islands which would
oblige the Company to offer new shares on a pro rata basis
to existing shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last 5 financial years is set out on page 164
of this report.

PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries have
purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2017.
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DIRECTORS

The Directors of the Company during the year ended 31
December 2017 and up to the date of this report were:

Executive directors

Mr. Philip Jian Yang (Chairman)

Mr. Li Lin (Resigned on 6 April 2017)

Mr. Yang Shiyuan

Mr. Sun Rui (Resigned on 6 April 2017)

Ms. Yang Jianping (Appointed on 6 April 2017)

Non-executive directors

Mr. Ge Xuyu
Mr. Wang Yong

Independent non-executive directors

Mr. Li Fei
Mr. Law Kin Ho
Mr. Tan Song Kwang

One-third of the Directors shall retire from office by rotation
and re-election at an annual general meeting of the
Company in accordance with the Articles, providing that
every director shall be retired at least once every three years.

DIRECTORS’ SERVICE CONTRACTS

Mr. Philip Jian Yang and Mr. Yang Shiyuan have entered into
directors’ service contract with the Company for an initial
fixed term of three years commencing from 18 November
2015 (the “Listing Date”) renewable automatically until
terminated by not less than three months’ notice in writing
served by either party on the other expiring at the end of the
initial term or any time thereatfter.

Ms. Yang Jianping has entered into a service contract
with the Company for an initial fixed term of three years
commencing from 6 April 2017 renewable automatically until
terminated by not less than three months’ notice in writing
served by either party on the other expiring at the end of the
initial term or any time thereafter.
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The non-executive directors of the Company were not
appointed for a specific term but their respective terms of
office are subject to retirement by rotation and re-election at
the annual general meeting of the Company in accordance
with the Articles. The rotation clause sets up a mechanism to
ensure that all Directors of the Company shall retire at least
once every three years and be eligible for re-election.

Each of our independent non-executive directors has
entered into a letter of appointment with the Company.
Each letter of appointment is for an initial term commencing
on the date of the letter of appointment and shall continue
thereafter subject to a maximum of three years unless
terminated by either party giving at least one month’s notice
in writing.

Save as disclosed above, none of the directors has or
is proposed to enter into a service contract/letter of
appointment with the Company or any of the subsidiaries of
the Company (other than contracts expiring or determinable
by the Group within one year without the payment of
compensation (other than statutory compensation)).

PERMITTED INDEMNITY PROVISION

The Articles provides that Directors and officers 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 they shall or may incur or sustain by or by
reason of any act done, concurred in or omitted in or about
the execution of their duty. Directors and officers liability
insurance is arranged to cover the Directors and officers
of the Company against any potential costs and liabilities
arising from claims brought against them.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No Directors of the Company had a material beneficial
interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the
year.

Save as disclosed under the heading “Continuing connected
transactions” below and “Related party transactions” in
note 31 to the consolidated financial statements, there is
no contract of significance to the business of the Group
between the Company, or any of its subsidiaries, or a
controlling shareholder or any of its subsidiaries, to which
the Company, or any of its holding companies, subsidiaries
or fellow subsidiaries was a part, during the year. During
the year, no contract of significance for the provision of
services to the Group by a controlling shareholder or any of
its subsidiaries was made.

The related party transactions of the Group constituted fully
exempted connected transactions under Chapter 20 of the
GEM Listing Rules.
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BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors of the Company and the
senior management of the Group are set out on page 50 to
53 of this report.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 31 December 2017, the interest and short position
of the Directors of the Company and chief executive of the
Group in the shares, underlying shares and debentures
of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (“SFQ”)), as recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the required standard of dealings by directors of
listed issuers as referred to in Rules 5.46 of the GEM Listing
Rules were as follows:

(i) Long positions in ordinary shares of the
Company

EENREREEBZEE

AEEEERSRERE CBRFBHNAREE50£53
H o

ESRFETRAESRA QA EMBEBEBENRSD
MEBRORESTNEZRAR

R-TE—+F+_A=1+—H ARAIZEERAEETZ
TTBABRARA R EARAE (E&RESLBEED
([E7Z RS RG] S XVED) it - ARG REFT
BERBCARBES RAEEAEI2FHFENARRE
O - ARIEGEM E AR RIZE 546 (FATit ETHETTAZE S
;’%ﬁ?&%E’J%ﬁﬁ%ﬁ?ﬁ%ﬂ@ﬁ@ﬂ&ﬂ%ﬁ&ﬁﬁﬁ’ﬂ%ﬁ?’i&i%%
AR -

(i) RERAZERNEFE

Percentage of

the Company’s

issued share

Number of capital

Name of Director Capacity and nature of interest shares BRITIRE

ESEB BaME RGEE BABD

Goldbless International Limited Beneficial owner 227,500,000 15.98

(“Goldbless”) EnfEa A Mz

SEREBRERAR([2%£])

Mr. Wang Yong Interest of controlled corporation % 227,500,000 15.98

TBEE
Note:
The entire issued share capital of Goldbless is owned by Mr.

Wang Yong. Under the SFO, Mr. Wang Yong is deemed to be
interested in all the shares registered in the name of Goldbless.
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(i) Long positions in ordinary shares of US$1.00
each in Youth Success Holdings Limited (“Youth
Success”)

Name of Director

Report of the Directors
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(i) 7 Youth Success Holdings Limited ([ Youth

Success ) BREE1EZETTERNT R

Percentage of

Number of shares shareholding

ExEB R EE REBNEI L
Mr. Philip Jian Yang et 7 1,273 12.73
12 81| S HE (1)

Mr. Yang Shiyuan (2 148 1.48
ot aR 4 A (e2)

Ms. Yang Jianping M9 150 1.50

B Ay i)
Notes:

1. Mr. Philip Jian Yang holds the shares of Youth Success
through Ever Ring Holdings Limited which is wholly-
owned by him.

2. Mr. Yang Shiyuan holds the shares through State Trade
Global Limited which is wholly-owned by him.

3. Ms. Yang Jianping holds the shares of Youth Success
through Rich Promise Investments Limited which is
wholly-owned by her.

Save as disclosed above, as at 31 December 2017, none of
the directors and chief executives of the Company had any
interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) 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
required standard of dealings by directors of listed issuers as
referred to in Rule 5.46 of the GEM Listing Rules.

Bt

1. b RISE A8 B H £ B A KT G R 2 7] A Youth
Success A 17

2. IR 5 437 B A 2 B 4 7 State Trade Global Limited
# 5 Youth Success B9 17 -

3. BEFX L BBREERENEZREERAAFE
Youth Success £7/%17 °

BREXPREEIN R_T—tF+_A=1t—H " #fi#
ARBEFEREBITHABRANR A SETMAEEAE(E
& REF M FRPIEXVER) R E@ D - BEERD RME
FHEBBLAREBEES MG GOIE 32 FFENAR
BIERCH - SiRIE GEM _EMAR RIS 5.46 16RFT 3T A
ERETRHGNREFREAMNEANAT LB Ar#ER
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 December 2017, the following persons (other than
a Director of the Company or chief executive of the Group)
had interests or short positions in the shares and underlying
shares of the Company as recorded in the register required
to be kept under section 336 of the SFO:

%gﬂﬁi&ﬁﬁki%ﬁﬂﬂﬂﬁﬁ&ﬁﬁﬁﬂﬁﬁﬂ@%é&

R-Z—tF+_A=1+—H REEFNMAEKEIE
336 IRAFENECMATREE » AL (RRRESHA
SETZTHABRINNARBRN RAREROD P EARZ

HIOKR

\I%

Long positions in ordinary shares of the Company RAERATEZERNFR
Percentage of
the Company’s
issued share
Capacity and Number of capital
Name of Shareholder nature of interest shares SERITIRE
IR EB EEME ik ¢E| BHAEIHE
Youth Success Beneficial owner Mo ) 711,868,000 50.00
T A W)
Guang Rui Investments Limited Beneficial owner; 724,840,000 50.92
(“Guang Rui”) interest in controlled corporation
FImtERR AR ([Fi]) Ena AN R AEER
Mr. Yang Shaogian (“Mr. Yang”) Interest in controlled Corporation o 7; 724,840,000 50.92
BEEF A ([15BEED interest of spouse "2 ‘.
PR R 7)  PeiB ik as (2
Ms. Mu Sufang (“Ms Mu”) Interest in controlled Corporation o 7; 724,840,000 50.92
2EF([t]) interest of spouse "2
PR R 7)  PeiB ik as (2
Wonder Solutions International Beneficial owner M9 155,000,000 10.89
Group Limited A A2
(“Wonder Solutions”)
Mr. Chow Hai Yen Interest in controlled corporation M3 155,000,000 10.89

EEREE

R R B )
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Notes:

1. Youth Success and Guang Rui owns 406,890,000 shares and
12,972,000 shares respectively, representing 28.58% and 0.91%
of the issued share capital of the Company. The issued share
capital of Youth Success is legally and beneficially owned as to
83.54% by Guang Rui. Under the SFO, Guang Rui is deemed to
be interested in all the Shares registered in the name of Youth
Success. The entire issued share capital of Guang Rui is legally
and beneficially owned as to 60% by Mr. Yang and 40% by Ms.
Mu. By virtue of the shareholders voting agreement entered into
by Mr. Yang, Ms. Mu, Youth Success, Mr. Li Lin, Alpha Master,
Ms. Yang Qi, Qiao Tian Limited (“Qiao Tian”), Mr. Wang Yong
and Goldbless, Youth Success is deemed to be interested in
the Shares held by Alpha Master, Qiao Tian and Goldbless in
aggregate by virtue of the SFO.

2. Ms. Mu is the spouse of Mr. Yang, therefore she is deemed to
be interested in all the Shares in which Mr. Yang is deemed to be
interested, and vice versa.

3. Wonder Solutions owns 155,000,000 Shares, representing
10.89% of the issued share capital of our Company. The entire
issued share capital of Wonder Solutions is legally and beneficially
owned by Mr. Chow Hai Yen.

Save as disclosed above, as at 31 December 2017, no other
interests or short positions in the shares or underlying shares
of the Company were recorded in the register required to be
kept by the Company under section 336 of the SFO.

SHARE OPTION SCHEME

The Company has adopted the share option scheme on 3
November 2015 (the “Share Option Scheme”) and, unless
otherwise cancelled or amended, will remain in force for
10 years from the date of its adoption and enables the
Company to grant share options to the eligible persons
(including any executive director, non-executive director and
independent non-executive director, advisor and consultant
of the Group) (the “Eligible Person(s)”) as incentives or
rewards for their contributions to the Group. No share option
was granted, exercised, expired or lapsed since its adoption
by the Company and there is no outstanding share option
under the Share Option Scheme.

The total number of shares of the Company which may be
issued upon the exercise of all share options to be granted
under the Share Option Scheme and any other share option
schemes adopted by the Group from time to time (the “Other
Schemes”) must not, in aggregate, exceed 10% of the shares
of the Company in issue of as at the Listing Date, the date
which the Company listed on the GEM of the Stock Exchange
(the “Scheme Mandate Limit”) provided that the share options
lapsed in accordance with the terms of the Shares Option
Scheme or Other Schemes will not be counted for the
purpose of calculating the Scheme Mandate Limit. On the
basis of 1,200,000,000 Shares in issue on the Listing Date,
the Scheme Mandate Limit will be equivalent to 120,000,000
Shares, representing 10% of the Shares in issue as at the
Listing Date and 8.43% of the shares of the Company in issue
as at the date of this report.
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The total number of shares of the Company issued and to
be issued upon exercise of the share options granted to
each Eligible Person under the Share Option Scheme and
Other Schemes (including both exercised and outstanding
Options) in any 12-month period must not exceed 1% of
the shares of the Company in issue from time to time, and
provided that if approved by shareholders of the Company in
general meeting with such Eligible Person and his associates
abstaining from voting, the Company may make a further
grant of share options to such Eligible Person (the “Further
Grant”) notwithstanding that the Further Grant would result
in the shares of the Company issued and to be issued upon
exercise of all share options granted and to be granted
under the Share Option Scheme and Other Schemes to
such Eligible Person (including exercised, cancelled and
outstanding Options) in the 12-month period up to and
including the date of the Further Grant representing in
aggregate over 1% of the shares of the Company in issue
from time to time.

Upon acceptance of the share option, the Eligible Person
under the Share Option Scheme shall pay HK$1.00 to the
Company by way of consideration for the grant. The share
option will be offered for acceptance for a period of 28 days
from the date on which the share option is granted.

The subscription price for the shares of the Company
subject to the Share Options Scheme will be a price
determined by the Board and notified to each Eligible Person
and shall be the highest of (i) the closing price of the shares
of the Company as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of the share options,
which must be a trading day of the Stock Exchange; (ii)
the average closing price of the shares of the Company as
stated in the Stock Exchange’s daily quotations sheets for
the five trading days of the Stock Exchange immediately
preceding the date of grant of the share options; and (jii) the
nominal value of a share of the Company.

An share option may be exercised in accordance with the
terms of the Share Option Scheme at any time during a
period to be determined and notified by the Board to each
Eligible Person provided that the period within which the
share option must be exercised shall not be more than 10
years from the date of the grant of share option.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year ended 31 December 2017 was
the Company or any of its subsidiaries or fellow subsidiaries,
a party to any arrangements to enable the Directors to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning
the management and administration of the whole and any
part of the Company’s business were entered into or existed
during the year ended 31 December 2017.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2017, sales to the
Group’s five largest customers accounted for approximately
93.0% of total turnover and sales to the largest customer
included therein amounted to approximately 56.4% of total
sales. The Group’s five largest suppliers accounted for
approximately 52.9% of total direct costs during the year
ended 31 December 2017 and purchases from the largest
supplier included therein amounted to approximately 17.7%
of total direct costs.

None of the Directors or any of their close associates (as
defined in the GEM Listing Rules), or any of the shareholders
of the Company (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued
share capital) had any beneficial interest in the Group’s five
largest customers or its five largest suppliers during the year
ended 31 December 2017.

PENSION SCHEME ARRANGEMENTS

A Mandatory Provident Fund (the “MPF Scheme”) has been
set up for employees in Hong Kong, in accordance to the
Mandatory Provident Fund Ordinance. All employees in
Hong Kong are required to join the MPF Scheme and the
employees and its employer are each required to contribute
5% of their gross earnings with a current ceiling of HK$1,500
per month to the MPF scheme. The only obligation of the
Group with respect to the MPF scheme is to make required
contribution under the scheme. No forfeited contribution is
available to reduce the contribution payable in the future.
The contribution charged to the statement of comprehensive
income represents the contribution payable to the funds by
the Group.

Employees of the Company’s subsidiaries in the PRC are
required to participate in defined contribution retirement
schemes operated by local municipal governments.
Contributions are made to the schemes in accordance to
certain percentage to the applicable employee payroll.

EVENTS AFTER THE REPORTING PERIOD

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

Report of the Directors
EEERE

HE_T—tF+_A=1+—HIFE SRERLRFE
ﬁi\%%fﬂﬂ%i‘%iﬁ%ﬁﬁE’\J%ﬁ&ﬁﬁif’ﬁﬂﬁi}zﬂﬁ&ﬁ

IREFRHER

BHE-_Z—+F+-A=1t—HIFE AEFRAEF
HEBAEAREBIEEEENB.0%  EFZATLHE
B#4E56.4%  BE-_T—+F+_A=+—HItFE
AEEAABERREBEABYOEAEEEERABEN
52.9% ' s KEEELE17.7% °

BE_ Tttt _A=1T—HULFE EFIHZF2E
M EZZHEA (&R GEM EmARRI) SR R RMEAIACR
(BEEMMAA - FAARBERITAE% A L) BHERA
SERAAFPHERAREETHAEME @R

RRETEIZ B

AEEBREFIERESF SRS - BB EEBRLRH
ARSI ([wERFE]) - MERBRERELASZINR
EEEE - RIFRBEFE 2RA BETEEEFEREBA
& BIRAFIS% MRE 2 8IH 5K - BRIA® A1,500
BILA LR - REBERESF &N 2 E—REERIFT
SEH PR 2 K - SR B2 5t I MU U2 R AT (R
ERRFE 2 AR - REEWER AR ZBESH
R RASBRNBEES ZHN -

ARBRFEZMB AR ZBEAZBEMNBUNRILL
RERFCENEE - BARFOAVERE T 25 BRE T8

DL ABREET &I AT

BEHRSER
AEENRERRYBEREM -

TRASZRERAT —E-LFFER

Iff

65



66

Report of the Directors
EEERE

COMPETING INTERESTS

During the year ended 31 December 2017, none of the
Directors, the controlling shareholders of the Company and
their respective close associates (as defined in the GEM
Listing Rules) as at 31 December 2017 had any interest in
any business which competes or is likely to compete, directly
or indirectly, with the business of the Group or any other
conflicts of interest with the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of the directors, at least
25% of the Company’s total issued share capital was held
by the public as at the date of this report.

CORPORATE GOVERNANCE

The Company’s corporate governance report is set out on
page 20 to 32 of this report.

CONTRACTUAL ARRANGEMENTS

Beijing Emphasis Media Co., Ltd.* (“Emphasis Media”),
Starry Knight Entertainment Co., Ltd.* (“Starry Knight”),
Beijing Joy Star Production Co., Ltd.* (“Joy Star”), Beijing
New Image Media Co. Ltd.* (“New Image”) and Beijing Great
Wise Media Co.*, Ltd. (“Great Wise”) (collectively defined
as the “PRC Contractual Entities”) are deemed to be the
wholly-owned subsidiaries of the Company pursuant to the
Contractual Arrangement.

Summary of the information in relation to the Contractual
Arrangement are as follows.

Information on the PRC Contractual Entities and their
Registered Owners

Emphasis Media was owned as to 10% by Mr. Yang and
as to 63.83% by New Element, with the remaining 26.17%
equity interest is held as to 12% by Mr. Li Lin, 5% by Ms.
Yang Qi, 4% by Mr. Sun Rui, 1.5% by Mr. Yang Shiyuan,
1.5% by Ms. Yang Jianping, 1.5% by Mr. Guan Rongliang
and 0.67% by Mr. Wan Shuxing (collectively referred as
“Relevant Shareholders”).

Each of Starry Knight, New Image and Great Wise is wholly-
owned by Emphasis Media.

Joy Star is held as to 97% by Ms. Mu and 3% by Mr. Yang.
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Business Overview of the PRC Contractual Entities

Emphasis Media, New Image and Great Wise are principally
engaged in the provision of program production services in
the PRC.

Starry Knight and Joy Star are principally engaged in the
provision of program production and event organisation
services in the PRC.

The PRC Contractual Entities hold certain licences and
permits required for the operation of abovementioned
principal business (including The Permit to Produce and
Distribute Radio or Television Programs and operate as a
performance brokerage enterprise with the relevant licence).
According to the Guidance Catalogue of Industries for
Foreign Investment (2015 Version), radio and television
program production and operating companies falls
within the prohibited foreign-invested industry, and the
production of television programs (limited to Chinese-foreign
contractual joint ventures) and performance brokerage fall
within the restricted foreign-invested industry. The principal
activities of the Group are provision of program production
and event organisation services in the PRC, the sectors
where foreign investment is subject to significant restrictions
under PRC laws and regulations. Accordingly, we cannot
directly acquire any equity interest in the PRC Contractual
Entities, which hold certain licences and permits required for
the operation of the principal business of the Group.

As a result, New Talent Media Company Limited* (“New
Talent Media”), an indirect wholly-owned subsidiary of the
Company, has entered into a series of agreements (the
“Contractual Arrangements”) narrowly tailored to provide
New Talent Media with control over the PRC Contractual
Entities and grant New Talent Media the right to acquire the
equity interests of the PRC Contractual Entities when and to
the extent permitted by the PRC laws and regulations.

Summary of the Major Terms under the Contractual
Arrangement

The Contractual Arrangements consist of: (a) the Business
Operating Agreements, (b) the Powers of Attorney, (c) the
Equity Interest Pledge Agreements, (d) the Exclusive Option
Agreements, (e) the Exclusive Technology Consultation and
Service Agreements and (f) the Spouse Undertakings (in the
case that the Relevant Shareholder is a natural person).
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Business Operating Agreements

Each of the PRC Contractual Entities and its Relevant
Shareholders entered into Business Operating Agreements
with New Talent Media on 18 May 2015 (the “Business
Operating Agreements”), pursuant to which at the request
of each of the PRC Contractual Entities, New Talent Media
may opt to serve as the performance guarantor for each
of the PRC Contractual Entities in any business operating
contracts, agreements or transactions that they entered into
with third parties. In such case, as a counter-guarantee,
each of the PRC Contractual Entities shall agree to pledge
all its operational account receivable and assets to New
Talent Media. If New Talent Media decides to serve as the
performance guarantor for any PRC Contractual Entities,
New Talent Media will enter into a written agreement with
the counterparties of such PRC Contractual Entities to
assume the guarantor’s responsibilities. As such, the PRC
Contractual Entities and the Relevant Shareholders will take
all necessary actions to implement the counter-guarantee
arrangement with New Talent Media.

Under the Business Operating Agreements, each of the PRC
Contractual Entities and its Relevant Shareholders agree
that, without obtaining New Talent Media’s written consent,
each of the PRC Contractual Entities shall not engage in any
transaction which may materially affect its asset, obligation,
right or business operation, including but not limit to:

(i) Borrowing or assuming any liabilities from any third
parties;

(i) Selling to or acquiring from any third parties any assets
or rights, including but not limited to any intellectual
property rights;

(iiy  Providing real rights of securities in relation to assets or
intellectual property rights to any third parties;

(iv)  Transferring any operational agreements to any third
parties.

Further, each of the PRC Contractual Entities and its
Relevant Shareholders agree to follow any recommendations
or guidance from New Talent Media in relation to each
of the PRC Contractual Entities’ employment matters,
daily operations and management, as well as financial
management policies. Each of the PRC Contractual Entities
and its Relevant Shareholders agree to appoint New Talent
Media’s nominees as its board directors, and each of the
PRC Contractual Entities will appoint the recommended New
Talent Media’s staff as its general manager, chief finance
officer, and for other senior management roles. If any of
abovementioned staff leave New Talent Media, whether
voluntarily or not, their roles in each of the PRC Contractual
Entities will be terminated.
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In addition, each of the PRC Contractual Entities and its
Relevant Parties agree to use New Talent Media as the
first resort for any performance guarantee or guarantees
for working capital borrowings. In such case, New Talent
Media has full discretion in deciding whether to provide such
guarantees, and the PRC Contractual Entities can resort to
other third parties if such request is turned down by New
Talent Media.

The relevant Business Operating Agreements have a term of
ten years and will be automatically renewed upon expiration
unless otherwise notified by New Talent Media. The relevant
Business Operating Agreements shall be terminated prior
to expiration when the business period of either New
Talent Media or the PRC Contractual Entities expires or is
terminated by any other reasons except that all rights and
obligations of New Talent Media or any PRC Contractual
Entities under such agreements have been transferred. If
any agreement between New Talent Media and any PRC
Contractual Entities is terminated or expired, New Talent
Media will have the right but not the obligation to terminate
all agreements between New Talent Media and any PRC
Contractual Entities, including but not limited to the Exclusive
Technology Consultation and Service Agreements.

Powers of Attorney

Each of the Relevant Shareholders entered into a power
of attorney on 18 May 2015 (the “Powers of Attorney”).
Pursuant to the Powers of Attorney, each of the Relevant
Shareholders irrevocably appoints designee(s) of our
Company, being the Directors or officers of the Company
who are not related to the shareholders of the PRC
Contractual Entities or his/her successor to act as his/her/
its attorney on his/her/its own behalf to exercise all rights
in connection with matters concerning his/her/its rights as
shareholder of the PRC Contractual Entities, including but
not limited to (i) selling or transferring all or part of his/her/
its equity interests; (i) exercising shareholders’ voting rights,
including nomination and election of director and nomination
and appointment of general manager; (i) signing meeting
minutes and resolutions; (iv) approving filing documents with
the relevant companies registry and/or other government
authorities in relation to the business operations of the PRC
Contractual Entities; (v) other matters decided or executed
by the shareholders.

Further, the Powers of Attorney shall remain effective for ten
years from the execution date or it can be terminated upon
the termination of the Business Operating Agreement.
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Equity Interest Pledge Agreements

The Relevant Shareholders and New Talent Media entered
into equity interest pledge agreements on 18 May 2015
(the “Equity Interest Pledge Agreements”). Under the Equity
Interest Pledge Agreements, the Relevant Shareholders
agreed to pledge all their respective equity interests in the
PRC Contractual Entities to New Talent Media, as a security
interest, to guarantee the performance of contractual
obligations and the payment of outstanding debts of the
Relevant Shareholders and the PRC Contractual Entities
under the Exclusive Technology Consultation and Service
Agreements, Business Operating Agreements and such
other agreements to be entered into under the Contractual
Arrangements. The pledge in respect of a PRC Contractual
Entity takes effect upon the completion of registration
with the competent SAIC and shall remain valid until one
year after all the contractual obligations of the Relevant
Shareholders and such PRC Contractual Entity under
the relevant Contractual Arrangements have been fully
performed and all the outstanding debts of the Relevant
Shareholders and such PRC Contractual Entity under the
relevant Contractual Arrangements have been fully paid.
During the valid period of the pledge, absent prior written
consent of New Talent Media, the Relevant Shareholders
shall not create or agree to create any new pledge or any
other security on the equity interests of the PRC Contractual
Entities, nor assign or transfer any of the equity interests
of the PRC Contractual Entities or any rights or obligations
under this agreement.

The Equity Interest Pledge Agreements will be terminated
after one year upon fulfillment of all contractual obligations of
the Relevant Shareholders and such PRC Contractual Entity
under the relevant Contractual Arrangements.

Exclusive Option Agreements

Each of the PRC Contractual Entities and its Relevant
Shareholders entered into exclusive option agreements
with New Talent Media on 18 May 2015 (the “Exclusive
Option Agreements”), pursuant to which the Relevant
Shareholders irrevocably, exclusively and unconditionally
grant exclusive options to New Talent Media which entitles
New Talent Media to elect to purchase, when permitted
by the then applicable PRC laws, all or any part of the
equity interests of the PRC Contractual Entities from the
Relevant Shareholders and/or all or any of assets of the PRC
Contractual Entities by itself or through its designee(s). In
the event that any of the options is exercised by New Talent
Media, the transfer price of the relevant equity interests
and assets shall be the legal minimum price under the
then-applicable PRC law. Any of such transfer is subject
to approval and registration with government authorities.
Subject to applicable PRC laws, each of the Relevant
Shareholders shall transfer all the consideration he/her/it
receives in relation to such sale of equity interest in the PRC
Contractual Entities at nil consideration as a gift to New
Talent Media or the designee(s) of New Talent Media after
receiving such consideration, after deduction of applicable
taxes and governmental fees.
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Pursuant to the Exclusive Option Agreements, the PRC
Contractual Entities and the Relevant Shareholders shall not
sell, transfer, pledge or dispose of in any other manner the
legal or beneficial interest in any assets, business or income
of the PRC Contractual Entities. The PRC Contractual
Entities and the Relevant Shareholders undertake to
maintain the asset value of the PRC Contractual Entities
and not to take any action which may affect their business
operations or asset value. Absent prior written consent
of New Talent Media, the PRC Contractual Entities and
the Relevant Shareholders shall not (i) in any manner
supplement, change or amend the articles of association
of the PRC Contractual Entities, increase or decrease their
registered capital or change their structure of registered
capital in any other manner; or (i) engage in transactions
that could materially affect the assets, liabilities, rights or
operations of the PRC Contractual Entities, including (a)
incur debts, except those incurred in the ordinary course
of business or disclosed to and consented by New Talent
Media; (b) execute any material contracts with a value above
RMB100,000, except those entered into in the ordinary
course of business; (c) provide loans or guarantee; (d) merge
or consolidate with, acquire or invest in any entity; and (e)
distribute dividends or profits to the Relevant Shareholders.

In addition, each of the Relevant Shareholders will take
appropriate measures to maintain its shareholding in the
PRC Contractual Entities, including (i) not to, sell, transfer,
pledge or dispose of in any other manner, or allow any other
security interest to be created on the legal or beneficial
equity interest in the PRC Contractual Entities without
the prior written consent of New Talent Media, except for
the Equity Interest Pledge Agreements, and procure the
shareholders’ meeting of the PRC Contractual Entities
not to approve such matters; (ii) for each exercise of the
equity purchase option, to cause the shareholders’ meeting
of the PRC Contractual Entities to vote on the approval
of the transfer of equity interests and any other action
requested by New Talent Media; and (i) to relinquish the
pre-emptive right (if any) the Relevant Shareholder is entitled
to in relation to the transfer of equity interest by any other
Relevant Shareholders to New Talent Media. Each of the
Relevant Shareholders will transfer to New Talent Media or
its designee(s), by way of gift, any profit, dividend, transfer
proceeds or any other interest arising from the equity
interests held by such Relevant Shareholder in the PRC
Contractual Entities. The PRC Contractual Entities and the
Relevant Shareholders shall, at the request of New Talent
Media, appoint any person nominated by New Talent Media
in its sole discretion as directors of the PRC Contractual
Entities. Each of the Relevant Shareholders irrevocably
undertakes that whenever requested by New Talent Media,
such shareholder will transfer, unconditionally all of the
equity interests held by him/her/it in the PRC Contractual
Entities to New Talent Media or its designee(s) at a price
equal to the price as determined in the circumstances where
New Talent Media exercises its option under the Exclusive
Option Agreements.
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The relevant Exclusive Option Agreements have a term of
ten years and will be automatically renewed upon expiration
unless otherwise notified by New Talent Media. The
relevant Exclusive Option Agreements shall be terminated
prior to expiration when the business period of either New
Talent Media or the PRC Contractual Entities expires or is
terminated by any other reasons except that all rights and
obligations of New Talent Media under such agreements
have been transferred to a third party.

Exclusive Technology Consultation and Service Agreements

New Talent Media entered into exclusive technology
consultation and service agreements with each of the
PRC Contractual Entities on 18 May 2015 (the “Exclusive
Technology Consultation and Service Agreements”),
pursuant to which each of the PRC Contractual Entities
agreed to engage New Talent Media as their exclusive
provider of technical and management consulting services
and other technology and consultancy services requested
by each of the PRC Contractual Entities from time to time to
the extent permitted under PRC laws in each of exchange
for service fees. In light of the services that New Talent
Media agreed to provide to the PRC Contractual Entities
pursuant to the Exclusive Technology Consultation and
Service Agreements, the service fees, subject to New Talent
Media’s adjustment, are equal to 100% of each of the PRC
Contractual Entities’ net profit after tax. In addition, New
Talent Media may at its absolute discretion lower the service
fees with reference to the operation cost and financial
budget relating to business development plan of each of the
PRC Contractual Entities. New Talent Media is also entitled
to make any other adjustments of the service fees at the end
of every quarter in accordance with the quarterly revenue
and profit of each of the PRC Contractual Entities under
HKFRSs.

In addition, absent the prior written consent of New
Talent Media, the PRC Contractual Entities shall not
assign or transfer any of the rights and/or obligations
under the Exclusive Technology Consultation and Service
Agreements to any third party. Unless otherwise required
by the applicable PRC laws, the PRC Contractual Entities
shall not be entitled to terminate the Exclusive Technology
Consultation and Service Agreements either.
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The Exclusive Technology Consultation and Service
Agreements also provide that New Talent Media has
the exclusive proprietary rights to all intellectual property
rights developed or created during the performance
of the Exclusive Technology Consultation and Service
Agreements. The PRC Contractual Entities shall assign
their intellectual property rights to New Talent Media upon
request of New Talent Media. Our PRC Legal Adviser is of
the opinion that (i) it is legal for New Talent Media to hold
these intellectual property rights pursuant to the terms
of the Exclusive Technology Consultation and Service
Agreements; and (i) that New Talent Media and the PRC
Contractual Entities are not in violation of the requirements
of Patent Law of the PRC, Trade Mark Law of PRC and
Copyright Law of the PRC regarding the ownership of
intellectual property rights.

The relevant Exclusive Technology Consultation and
Service Agreements have a term of ten years and will be
automatically renewed for consecutive terms of one year
upon expiry unless otherwise notified by New Talent Media.
The relevant Exclusive Technology Consultation and Service
Agreements shall be terminated prior to expiration in the
event that (a) the business period of either New Talent Media
or the PRC Contractual Entities expires or is terminated by
any other reasons except that all right and obligation of New
Talent Media under such agreements has been transferred
to a third party (b) New Talent Media unilaterally terminates
such agreements by advance written notice.

Spouse Undertakings

The spouse of each of the individual Relevant Shareholders,
if applicable, has signed an undertaking on 18 May
2015 (“Spouse Undertakings”). Pursuant to the Spouse
Undertakings, each of the spouses unconditionally and
irrevocably undertakes that:

(i) the spouse has been made fully aware of the
Contractual Arrangements and consented that such
Relevant Shareholder is the sole beneficiary of all the
rights and interests and solely assumes obligations
under the Contractual Arrangements; further, he/she
does not and will not have any interests or rights under
the Contractual Arrangements, nor assumes any
obligations thereunder;

(i) all the equity interests held by such Relevant
Shareholder in the PRC Contractual Entities shall be
deemed as assets solely owned by such Relevant
Shareholder, not mutual assets jointly owned by him/
her and the related Relevant Shareholder;

(i)  the spouse will not participate in the operation or
management of the PRC Contractual Entities, nor will
claim any interests or rights in the equities of the PRC
Contractual Entities;
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(iv)  the spouse has confirmed that the performance and
further amendment or termination of the Contractual
Arrangements by such Relevant Shareholder do
not require his/her authorisation or consent; in the
event of divorce (as the case may be), such Relevant
Shareholder has sole discretion to decide how to
dispose of his/her interests in the PRC Contractual
Entities; and

(v in the event that the spouse obtains any interests
in the PRC Contractual Entities, he/she will be
subject to and abide by the terms of the Contractual
Arrangements as if he/she was a signing party to such
Contractual Arrangements, and at the request of New
Talent Media he/she will sign any documents in the
form and substance consistent with the Contractual
Arrangements.

Revenue and Assets in relation to the Contractual
Arrangement

During the year ended 31 December 2017, revenue
attributable to the PRC Contractual Entities (i.e. the
Contractual Arrangement) was approximately RMB20.1
million. As at 31 December 2017, the total asset and net
asset attributable to the PRC Contractual Entities was
approximately RMB112.5 million and RMB90.7 million
respectively.

Risks Related to the Contractual Arrangement

We rely on the Contractual Arrangements with the PRC
Contractual Entities for our operations in China, which may
not be as effective in providing operational control as direct
ownership.

We have relied and expect to continue to rely on the
Contractual Arrangements with the PRC Contractual Entities
to operate our program production business in China.
The Contractual Arrangements may not be as effective in
providing us with control over the PRC Contractual Entities
as direct ownership. If we had direct ownership of the PRC
Contractual Entities, we would be able to exercise our rights
as a shareholder to effect changes in the board of directors
of those entities, which in turn could effect changes, subject
to any applicable fiduciary obligations, at the management
level. However, under the Contractual Arrangements, we
rely on the performance by the PRC Contractual Entities and
their shareholders of their obligations under the contracts
to exercise control over the PRC Contractual Entities.
Therefore, the Contractual Arrangements with the PRC
Contractual Entities may not be as effective in ensuring our
control over our operations in China as direct ownership
would be.

Any failure by the PRC Contractual Entities or their respective
shareholders to perform their obligations under the
Contractual Arrangements with them would have a material
adverse effect on our business and financial conditions.
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If a PRC Contractual Entity or its shareholders fail to perform
their obligations under the Contractual Arrangements, we
may have to incur substantial costs and resources to enforce
our rights under the contracts, and rely on legal remedies
under PRC law, including seeking specific performance
or injunctive relief and claiming damages, which may not
be effective. For example, if the shareholders of a PRC
Contractual Entity were to refuse to transfer their equity
interest in such Contractual Entity to us or our designee
when we exercise the call option pursuant to the Contractual
Arrangements, or if they were otherwise to act in bad faith
toward us, then we may have to take legal actions to compel
them to perform their contractual obligations.

We conduct a substantial portion of our business operations
in the PRC through the PRC Contractual Entities by way
of the Contractual Arrangements, but certain of the terms
of the Contractual Arrangements may not be enforceable
under PRC laws.

All of these Contractual Arrangements are governed by
PRC laws and provide for the resolution of disputes through
arbitration in China. Accordingly, these contracts would
be interpreted in accordance with PRC laws and any
disputes would be resolved in accordance with PRC legal
procedures. The legal system in China is not as developed
as in other jurisdictions. As a result, uncertainties in the
PRC legal system could limit our ability to enforce these
contractual arrangements. Under PRC law, rulings by
arbitrators are final, parties cannot appeal the arbitration
results in courts, and the prevailing parties may only enforce
the arbitration awards in PRC courts through arbitration
award recognition proceedings, which would incur
additional expenses and delay. In the event we are unable
to enforce these contractual arrangements, we may not be
able to exert effective control over our the PRC Contractual
Entities, and our ability to conduct our business may be
negatively affected.

The Contractual Arrangements contain provisions to the
effect that the arbitral body may award remedies over
the shares and/or assets of the PRC Contractual Entities,
injunctive relief and/or winding up of the PRC Contractual
Entities. These agreements also contain provisions to the
effect that courts of competent jurisdictions are empowered
to grant interim remedies in support of the arbitration
pending the formation of an arbitral tribunal. However, under
PRC laws, these terms may not be enforceable. Under
PRC laws, an arbitral body does not have the power to
grant directly injunctive relief or to issue a provisional or final
liquidation order for the purpose of protecting assets of or
equity interests in the PRC Contractual Entities in case of
disputes. In addition, interim remedies or enforcement order
granted by overseas courts such as Hong Kong and the
Cayman Islands may not be recognisable or enforceable in
China. Therefore, in the event of breach of any agreements
constituting the Contractual Arrangements by the PRC
Contractual Entities and the Relevant Shareholders, and if
we are unable to enforce the Contractual Arrangements,
we may not be able to exert effective control over the PRC
Contractual Entities, which could materially and adversely
affect our ability to conduct our business.
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Material Change

Save as disclosed above, as at the date of this report, there
is no material change in the Contractual Arrangements and/
or the circumstances under which they were adopted.

Unwinding of Contractual Arrangements

As at the date of this report, there is no unwinding of any
of the Contractual Arrangement or failure to unwind when
the restrictions that led to the adoption of the Contractual
Arrangements are removed.

CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the transactions set out
below which will be regarded as continuing connected
transactions under the GEM Listing Rules. Unless otherwise
defined, capitalised terms below has the same meanings as
those defined in the Prospectus.

As disclosed in the section headed “Contractual
Arrangement” in this report, the business operations
of the PRC Contractual Entities constitute a business
prohibited to foreign investment in the PRC, therefore, the
Company cannot directly acquire equity interests in the PRC
Contractual Entities. As a result, the Group has entered
into Contractual Arrangement to exercise and maintain
control over the operations of the PRC Contractual Entities,
obtain their entire economic benefits and prevent leakage
of the assets and values of the PRC Contractual Entities
to their shareholders in the PRC. Under the Contractual
Arrangements, the Group supervises and controls the
business operations of the PRC Contractual Entities and
derives economic benefit from the PRC Contractual Entities
through New Talent Media.

The transactions under the Contractual Arrangements
constitute continuing connected transactions for the
Company under the GEM Listing Rules and are subject
to the requirements of reporting, announcement and
independent shareholders’ approval under Chapter 20 of the
GEM Listing Rules following the Listing.
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The table below sets forth the connected persons of the
Company involved in the Contractual Arrangements and the
nature of their connection with the Group:

i
o

Name of connected person

BEALES

Connected relationship

Mr. Yang
[ pitas

Ms. Mu
B2t

PRC Contractual Entities
FEEHER

Management Shareholders of Emphasis Media

EREIRHEIERIR

Beijing New Element Consulting Co. Ltd.
(“New Element”)

RN TEFHAERAR (T ATED)

The Directors believe that the Company’s structure whereby

Mr. Yang is the Controlling Shareholder of the Group and is therefore
our connected person pursuant to Rule 20.06 of the GEM Listing Rules.
g%%fgiliﬁﬁiﬁ'ﬂﬂ’ﬁéﬁﬁﬁiﬁ - F AR GEM _ETT#R RIS 20.06 R A BAPIEY
IH L/\ ©

Ms. Mu is the Controlling Shareholder of the Group and is therefore our
connected person pursuant to Rule 20.06 of the GEM Listing Rules.
%éi%ﬁﬁﬂ?ﬂﬂﬂ%%ﬁﬁ% - F AR GEM _E TR RIS 20.06 R A B APIEY
IH L/\ ©

Each of the PRC Contractual Entities is indirectly controlled by the
Controlling Shareholders of the Group and is therefore an associate of
the controlling shareholders and the connected person of the Group,
among other factors, pursuant to Rule 20.10 of the GEM Listing Rules.
EHBE N EBHERREEZES - Bt BB MIRIERR R ABE A
KARYE GEM EM#R IS 2010157 (R 848) RMABEEA L -

The Management Shareholders of Emphasis Media are shareholders of
Emphasis Media and the Company, and directors of New Talent Media.
Therefore the Management Shareholders of Emphasis Media are the
connected persons under the GEM Listing Rules.
BREOKNEERRAERINREARRNRRE KBRS EEEE -
At - |RERHEERE BB GEM iR AR THREA L -

New Element is owned as to 60% by Mr. Yang and 40% by Ms. Mu
respectively, and is therefore an associate of Mr. Yang and Ms. Mu,
the Controlling Shareholders and the connected person of the Group,
among other factors, pursuant to Rule 20.10 of the GEM Listing Rules.
MOTEBRGREREL LD FIHER60% K% 40% » FHit (A7) EE
GEM LR 8I5 20.10 16 - AR PIIERIRRISG T A R B L THBEA
N FIVRIEAL -

EFEMEARANRB(TEANERNIBRE/NAE

PRC Contractual Entities’ financial results are consolidated
into the Company’s consolidated financial statements as
if they were wholly-owned subsidiaries and the flow of
economic benefits from their business to the Company,
places the Group in a special position in relation to the
connected transactions rules. Accordingly, notwithstanding
that the transactions contemplated under the Contractual
Arrangements technically constitute continuing connected
transactions for the purposes of Chapter 20 of the GEM
Listing Rules, the Directors consider that it would be
unduly burdensome and impracticable and would impose

B E M RRAGH AR  BOESARRNEZEM
BAR BEEBOLBERRRARNRR)  EAREERN
ERZRANNEFHRUE - At - BERBENLHEGE
TR ZEAM_ ERBK GEM _EM AR RIS — + 518 NS AERE
BRG  MERERRUZEREMEIFBIEETGEM L
MRAE_+EMENRESBRTIBENEERERT
AT YERARAERIVENTHRER - Fit - RIE
GEM EMRA - RRRIE MBI - MEERRAERA
RAREEBH R UHERZSHEMER HEIBET
GEM EMARAE T AR AMARE ° 1o - ARRELE
ST AL A A B ST GEM AR B ZSEAARE

unnecessary administrative costs on us to be subject to
strict compliance with the requirements set out under
Chapter 20 of the GEM Listing Rules in respect of these
continuing connected transactions. Accordingly, the
Company has, pursuant to the GEM Listing Rules, applied
to the Stock Exchange for, and the Stock Exchange
has granted, a waiver from strict compliance with the
announcement requirements relating to these continuing
connected transactions under the GEM Listing Rules.
In addition, the Directors confirm that the Company has
complied and will continue to comply with the applicable
provisions under the GEM Listing Rules.
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For the year ended 31 December 2017, the services
provided by New Talent Media under Contractual
Arrangements to the PRC Contractual Entities (including
technical and management consulting services and other
technology and consultancy services requested by each of
the PRC Contractual Entities from time to time to the extent
permitted under PRC laws) amounted to an aggregate of
approximately RMB18.2 million.

Pursuant to Rule 20.54 of the GEM Listing Rules, the Board
engaged BDO Limited, the auditor of the Company to report
on the continuing connected transactions of the Group
in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s letter on
Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. BDO Limited has issued his unqualified
letter containing his findings and conclusions in respect of
the continuing connected transactions disclosed above by
the Group in accordance with Rule 20.54 of the GEM Listing
Rules. A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.

The independent non-executive directors have reviewed the
Contractual Arrangements, the above continuing connected
transactions and the report of the auditor. In the opinion of
the independent non-executive directors:

(i) the continuing connected transactions carried out
during the year are in the ordinary and usual course
of business of the Group and have been entered
into in accordance with the relevant provisions of
the Contractual Arrangements so that the revenue
generated by PRC Contractual Entities and the
subsidiaries of the Company have been mainly
retained by the Group;

(i) the continuing connected transactions were entered
into either (a) on normal commercial terms; or (b)
where there is no available comparison, on terms that
are no less favourable to the Group than terms to or
from independent third parties;

(i) no dividends or other distributions have been made by
PRC Contractual Entities to its shareholders; and

(iv) any new Contractual Arrangements entered into,
renewed or reproduced between PRC Contractual
Entities and the Company during the relevant financial
period are fair and reasonable, or advantageous, so far
as the Company are concerned and in the interests of
our shareholders as a whole.
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Other than disclosed above, there was no other transaction
which needs to be disclosed as connected transaction in
accordance with the requirements of the GEM Listing Rules
during the year ended 31 December 2017.

INTERESTS OF THE COMPLIANCE ADVISER

As notified by the compliance adviser of the Company,
Altus Capital Limited, as at the date of this report, save
for the compliance adviser agreement dated 4 November
2015 entered into between the Company and Altus
Capital Limited, neither Altus Capital Limited, its directors,
employees and close associates had any interest in relation
to the Group which is required to be notified to the Company
pursuant to Rule 6A.32 of the GEM Listing Rules.

AUDITOR

BDO Limited will retire and a resolution for their
reappointment as auditor of the Company will be proposed
at the forthcoming annual general meeting.

On behalf of the Board

Philip Jian Yang

Chairman and Executive Director
Hong Kong, 22 February 2018
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TO THE SHAREHOLDERS OF CREATIVE CHINA
HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Creative China Holdings Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages
86 to 163, which comprise the consolidated statement
of financial position as at 31 December 2017, and 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 a summary of significant accounting policies.

In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial
position of the Group as at 31 December 2017, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

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

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

Independent Auditor’s Report
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Key Audit Matter
ARETSEE

How our audit addressed the Key Audit Matter
RO ETNAEEEARENSE

Goodwill and intangible assets impairment assessment

The Group has goodwill of RMB31,262,000 and intangible
assets of RMB888,000 respectively relating to the event
organisation, mobile live broadcasting and entertainment
on demand system segments.

EEEFMEHEN BHERENMRENDNERE RS
DEHEE MEEED BIRARKE 31,262,000 TR AR
#% 888,000 7T °

In the annual impairment review, management has
concluded that there is no impairment in respect of the
goodwill and intangible assets. This conclusion was
based on a value in use model that required significant
management judgment with respect to the discount rate
and underlying cash flows, in particular future revenue

growth.
REERESRHNT  ERERR/LBERRMERETEE
BUR(E o &Aamm AR R EEEARER - ZEAZRE
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Our audit procedures in relation to management’s
impairment assessment included:

BMAEEREEREMENBEFEE

- Assessing the valuation methodology;

—  RHAEEIDE

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

- BERMANEZRITENBHAARBROSIEMER
HERE - &

= Reconciling input data to supporting evidence,
such as latest financial forecasts approved by the
management and considering the reasonableness of
these forecasts.
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OTHER INFORMATION IN THE ANNUAL REPORT

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

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

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

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the
Group’s financial reporting process. The Audit Committee
assists the directors in discharging their responsibility in
this regard.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

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

° evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.
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Independent Auditor’s Report
B 2R

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

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

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

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

We also provide Audit Committee with a statement that
we have complied with relevant ethical requirements
regarding independence, and to communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence, and where
applicable, related safeguards.
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From the matters communicated with the directors, we
determine those matters that were of most significance in
the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report
because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest
benefits of such communication.

BDO Limited
Certified Public Accountants

Ng Wai Man
Practicing Certificate no. P05309

Hong Kong, 22 February 2018
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Consolidated Statement of Comprehensive Income

meEEWER

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

2017 2016
—E—+tF —E—RF
Notes RMB’000 RMB’000
B sE AR¥T ARETIT
Turnover kX 7 20,085 78,435
Direct costs HERA (60,923) (67,430)
Gross (loss)/profit E(18)F (40,838) 11,005
Other revenue HAupg A 8 127 133
Other gains and losses H b U5 M B 1R 9 6,268 7,687
Selling and distribution costs $HE M EA AR (16,370) (13,907)
Administrative expenses TE R (29,167) (27,155)
Loss from operations K 1R (79,980) (22,237)
Finance costs BT RK AR 14 = (141)
Loss before income tax FRET1S T AIEE 10 (79,980) (22,378)
Income tax credit FriS ik e 15 189 4,669
Loss and total comprehensive FANBEREA
loss for the year EsiE 4R (79,791) (17,709)
Attributable to: FE1E -
Owners of the Company ViN/NEIE7 2N (73,292) (16,138)
Non-controlling interests FEfE i (6,499) (1,571)
(79,791) (17,709)
Loss per share BREER 16
— Basic (RMB cents) —HER(ARESD) (5.2431) (1.3430)
— Diluted (RMB cents) —#E(ARED) N/A N/A
TEA A

Creative China Holdings Limited Annual Report 2017




Consolidated Statement of Financial Position
EEBMBARRER

as at 31 December 2017
RZZ—+tF+=A=t—H

2017 2016
—E—+F —E—RF
Notes RMB’000 RMB’000
BisE ARET T AREFIT
Non-current assets EREBEE
Property, plant and equipment Y% BB MEE 17 7,717 10,244
Goodwill B 18 31,262 31,262
Intangible assets B EE 19 888 1,776
Programme cost £ B A 20 4,336 =
Prepayment for acquisition of property, B ZE ~ B R aR A
plant and equipment Z TERFIE - 238
Deferred tax assets BRI A B 25 6,298 6,298
Total non-current assets FRBEELE 50,501 49,818
Current assets ZﬁEﬂJﬁE
Programme cost £ B A 20 36,598 =
Trade and other receivables B 5 N E bW EIE 21 24,233 74,579
Amounts due from non-controlling interests ~ FEMWIEIRRR fEZE 7k IE 31(b) 252 441
Cash and cash equivalents RelkBReEED 18,381 43,349
Total current assets REBEEHAE 79464 118369
Total assets EERE 129,965 168,187
Current liabilities REEE
Trade payables =i ﬁm 22 9,681 1,712
Other payables H A FERIR 23 10,722 14,983
Current tax liabilities Eﬂ%ﬁﬂélﬁﬁ% 3,613 3,771
Contingent consideration payables B ARE 24 3,739
Total current liabilities mENBERAE 24,016 24,205
Net current assets REEEFE 55,448 94,164
Total assets less current liabilities BEERRBEME 105,949 143,982
Non-current liabilities FRBERS
Deferred tax liabilities FIETRIE AR 25 222 444
Contingent consideration payables B ARE 24 151 4,919
Total non-current liabilities FREEEEEE 373 5,363
Total liabilities BERE 24,389 29,568
NET ASSETS BEZRE 105,576 138,619
Capital and reserves EXR#E
Share capital &N 26 11,788 9,884
Reserves Ee 90,609 119,053
Equity attributable to owners PN/NEIE 2= DN
of the Company PEfh iz 102,397 128,937
Non-controlling interests IR A 27 3,179 9,682
TOTAL EQUITY R 105,576 138,619
On behalf of the board of directors REEES
Philip Jian Yang Yang Shiyuan
=l BittE
FERISERERAT —E—tFFERS
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Consolidated Statement of Changes in Equity
MEERBEIR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

Reserves
ffa
(Accumulated Equity
losses)/ attributable to Non-
Share Share Other Merger Retained the ownersof  controlling
capital premium reserve reserve eamings the Company interests Total
(ZitEB),/ HAREEA
e RHEE Rt aHRE RERA Eibgs  FEhEs &5t
RMB'0O0  RMB000  RMB'000  RMBOOO  RWMBOO0  RMBO00  RMB'000  RMB'000
ARETT  ARETn ARETT ARETR AREBTn  ARETT ARETR ARETR
Balance at 1 January 2016 RZZ—E
—R-R&ER 9,821 95,164 5,362 9,300 7775 127,422 539 127,961
Issue of shares for payment BXRBERARN
of services fee 63 17,149 - - - 17,212 - 17212
Acquisttion of subsidiaries WEEHB AT - - - - - - 10,714 10,714
Disposal of partial interest n HE-HHBARES
asubsidiary withoutloss of control BB TAX F 51 - - - - 441 441 = 441
Loss and total comprehensive EREER
income for the year 2AGRES - - - - (16,138) (16,139) (1,571) (17,709)
Balance at 31 December 2016 RZZ—F
TZAZT-RAEH 9,884 112,313 5,362 9,300 (1.922) 128,937 9,682 138,619
Placing of new shares note 26(a) TSR (s 26) 1,767 43183 - - - 44,950 - 44950
lssue of shares inrelation torecaled  ETAENE ZRERA
consideration shares (note 26(0) Zft (FizE26(0) 137 2,600 - - - 2787 - 2737
Acquisition of non-controling interests ~ ABe SRR - - - - (935) (935) (4) (939)
Loss and total comprehensive EREER
loss for the year g -HE - - - - (73,292) (73.29) (6,499) (79,791)
Balance at 31 December 2017 RZE—tE
TZA=T-RAkEH 11,788 158,09 5,362 9,300 (82,149) 102,397 3,179 105,576

Nature and purpose of reserves are disclosed in note 28.

Creative China Holdings Limited Annual Report 2017
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Consolidated Statement of Cash Flows
GERERER

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

2017 2016
—E—+t& —E—REF
RMB’000 RMB’000
AR¥T T ARET T
Cash flows from operating activities RETHEEHRSHRE
Loss before income tax BRFT{S T A ES 1R (79,980) (22,378)
Adjustments for: P
Interest income HMEWA (20 (95)
Loss/(gain) on disposal of property, HEYWZE - HE R
plant and equipment RABETSEE, (M) 35 )
Effective rent recognised EHRAERES 126 582
Finance costs BATERK S - 141
Provision for doubtful debts RIBIRER 1,592 -
Depreciation of property, M - BEREREITE
plant and equipment 2,983 2,679
Change in fair value of IAREAREE
contingent consideration (8,507) (5,252)
Amortisation of intangible assets A 888 888
Operating loss before working EIEEREER 2
capital changes K 1R (82,883) (23,440)
Increase in programme cost B B RIS N (40,934) =
Decrease/(increase) in trade B 5 R H At FEURIR
and other receivables "L,/ (Eh) 48,754 (35,378)
Increase/(decrease) in trade payables B S EMNFIEE M, CRd) 7,969 (1,410)
Decrease in other payables HAth R FRIER (4,387) 2,772)
Cash used in operations KEMARS (71,481) (63,000)
Income taxes paid EASFTISHL (191) (203)
Net cash used in operating activities KRR ©F 5 (71,672) (63,208)
Cash flows from investing activities REZBELRESRE
Purchases of property, plant and equipment  BEEYZ - BEKXE (284) 2,792)
Proceeds from disposal of property, LEYE - HE
plant and equipment KRBTSR 31 25
Payment of acquisition of U B JEE IR pE 2
non-controlling interests (B (750) —
Payment of acquisition of subsidiary G NCIEN - (407)
Interest received EUHLE 20 95
Net cash used in investing activities T REFTAE 55 (983) (3,079)
Cash flows from financing activities RMEIBELRESRE
Proceeds from issue of shares under placing 1R EEL & 2T (0 2= A P 46,831 =
Issue of ordinary shares BITE B 2,737 -
Share issue expenses BinEITHRE (1,881) =
Net cash generated from financing activites ~ B E)EBIEEIR S F5 47,687 —
Net decrease in cash and cash equivalents  R& MBLEEWR TR (24,968) (66,282)
Cash and cash equivalents REVHNRE RIREZEY
at beginning of year 43,349 109,631
Cash and cash equivalents at end of year RERHRERIRE
— represented by cash and bank ZEY-ERRRe
deposits only NARITIFEK 18,381 43,349
FERARZERERAR —E—tFFERS
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Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017

8E

1.

—E—tHE+-A=t+—-HLEEE

CORPORATE INFORMATION

Creative China Holdings Limited (the “Company”)
is a limited liability company incorporated in the
Cayman Islands on 1 November 2013. The address
of its registered office is at the offices of Codan
Trust Company (Cayman) Limited, Cricket Square,
Hutchins Drive, PO Box 2681, Grand Cayman, KY1-
1111, Cayman Islands. Its principal place of business
is located at Building C9-A, Universal Creative Park,
9 Jiuxiangiao North Road, Chaoyang District, the
People’s Republic of China (“PRC”).

The principal activity of the Company is investment
holding while its subsidiaries are principally
engaged in the provision of program production
services, event organisation services, mobile live
broadcasting services and e-commerce services and
entertainment contents on demand system services
in the PRC. The Company and its subsidiaries are
collectively referred as the “Group” hereafter.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(@) Adoption of new/revised HKFRSs -
effective on 1 January 2017

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred
Tax Assets for
Unrealised Losses

Annual Improvements to Amendments to HKFRS

HKFRSs 2014-2016 Cycle 12, Disclosure of
Interests in Other
Entities

Amendments to HKAS 7 - Disclosure
Initiative

The amendments introduce an additional
disclosure that will enable users of financial
statements to evaluate changes in liabilities
arising from financing activities.

The adoption of the amendments has no
impact on these financial statements as the
Group did not have any changes in liabilities
arising from financing activities.
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Notes to the Consolidated Financial Statements

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(@)

Adoption of new/revised HKFRSs -
effective on 1 January 2017 (continued)

Amendments to HKAS 12 - Recognition of
Deferred Tax Assets for Unrealised Losses
The amendments relate to the recognition of
deferred tax assets and clarify some of the
necessary considerations, including how to
account for deferred tax assets related to debt
instruments measured of fair value.

The adoption of the amendments no impact
on these financial statements as the clarified
treatment is consistent with the manner in
which the Group has previously recongised
deferred tax assets.

Annual Improvements to HKFRSs 2014-
2016 Cycle-Amendments to HKFRS 12,
Disclosure of Interests in Other Entities
The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS
12, Disclosure of Interests in Other Entities,
to clarify that the disclosure requirements of
HKFRS 12, other than the requirements to
disclose summarised financial information, also
apply to an entity’s interests in other entities
classified as held for sale or discontinued
operations in accordance with HKFRS 5, Non-
Current Assets Held for Sale and Discontinued
Operations.

The adoption of the amendments to HKFRS
12 has no impact on these financial statements
as the latter treatment is consistent with the
manner in which the Group has previously
dealt with disclosures relating to its interests
in other entities classified as held for sale or
discontinued operations in accordance with
HKFRS 5.

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE
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Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective

The following new/revised HKFRSs, potentially
relevant to the Group’s financial statements,
have been issued, but are not yet effective and
have not been early adopted by the Group.
The Group’s current intention is to apply these
changes on the date they become effective.

Annual Improvements to - Amendments to HKFRS 1,
HKFRSs 2014-2016 First-time adoption
Cycle of Hong Kong Financial
Reporting Standards'
Annual Improvements to - Amendments to HKAS 28,
HKFRSs 2014-2016 Investments in Associates

Cycle and Joint Ventures!
Amendments to Classification and
HKFRS 2 Measurement of
Share-Based Payment
Transactions'
HKFRS 9 Financial Instruments'
HKFRS 15 Revenue from Contracts
with Customers'
Amendments to Revenue from Contracts
HKFRS 15 with Customers
(Clarification of HKFRS15)!
HK(FRIC) - Int 22 Foreign Currency
Transactions and
Advance Consideration'
Amendments to Prepayment Features with
HKFRS 9 Negative Compensation?
HKFRS 16 Leases?
HK(FRIC) - Int 23 Uncertainty over Income Tax
Treatments?

Amendments to HKFRS ~ Sale or Contribution of
10 and HKAS 28 Assets between an
Investor and its Associate
or Joint Venture®

! Effective for annual periods beginning on or after
1 January 2018

2 Effective for annual periods beginning on or after
1 January 2019
2 The amendments were originally intended to

be effective for periods beginning on or after
1 January 2016. The effective date has now
been deferred/removed. Early application of the
amendments of the amendments continue to be
permitted.
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Notes to the Consolidated Financial Statements

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

Annual Improvements to HKFRSs 2014-
2016 Cycle - Amendments to HKFRS

1, First-time Adoption of Hong Kong
Financial Reporting Standards

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS
1, First-time Adoption of Hong Kong Financial
Reporting Standards, removing transition
provision exemptions relating to accounting
periods that had already passed and were
therefore no longer applicable.

Annual Improvements to HKFRSs 2014-
2016 Cycle - Amendments to HKAS 28,
Investments in Associates and Joint
Ventures

The amendments issued under the annual
improvements process make small, non-
urgent changes to standards where they are
currently unclear. They include amendments
to HKAS 28, Investments in Associates and
Joint Ventures, clarifying that a Venture Capital
organisation’s permissible election to measure
its associates or joint ventures at fair value is
made separately for each associate or joint
venture.

Amendments to HKFRS 2 - Classification
and Measurement of Share-based
Payment Transactions

The amendments provide requirements on
the accounting for the effects of vesting and
non-vesting conditions on the measurement
of cash-settled share-based payments;
share-based payment transactions with a
net settlement feature for withholding tax
obligations; and a modification to the terms
and conditions of a share-based payment that
changes the classification of the transaction
from cash-settled to equity-settled.

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

RAEBMBHREER ((FBHBHREER])

(/)

(b)

BAEME M RERZHET KBTI EEBRER
HER ()

BRUMBEREEA B -—NFE_F- FH
Mz FERGE — BBUBREENE1RER
RABBUBREER 2B

RIBFEBGERRRM 2 UL FEFT NG REYL
THEZ ZHEANELBRABRY A2 2 &
Ko HRBRHEEBVBERELNE1REX
KRB AW REEAZIERT  ZEIMET
HEARAM A FER S HEA RN BIE K
SERR, ©

BRUMBEREEA - NFE_F— FH
Mz FEBGE — BBEEERISE 28 SRR E
DRAREELERE 2B

RIBFEBGERRRM 2 U FEFT NG R
THEZZHEAELBRABRY A2 2 &
Ko Hh BRHBEESEAE 28RN E R
AMAEERREZER]  REFTREFRARE
AHRBAEBRAA B EBERANEGED
X AREENHHEMBELRTREGED
e -

BRUBREENFE 252 — UROBE
BARXZNDERE

S ETAAT BB RIERE F LIAR &
HOAR) AR 2 T H BRI B
BEAA PR HERONBRG BER 2
%25 LARRSERI R S BT Al
K32 DR IR 2 2 4 AR R IR #0 16
gk

PHEASZRERAT —E-LFEERSE

93



94

Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

HKFRS 9 - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial
assets. Debt instruments that are held within
a business model whose objective is to hold
assets in order to collect contractual cash
flows (the business model test) and that have
contractual terms that give rise to cash flows
that are solely payments of principal and
interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at FVTOCI if
the objective of the entity’s business model is
both to hold and collect the contractual cash
flows and to sell the financial assets. Entities
may make an irrevocable election at initial
recognition to measure equity instruments that
are not held for trading at FVTOCI. All other
debt and equity instruments are measured at
FVTPL.

HKFRS 9 includes a new expected loss
impairment model for all financial assets not
measured at FVTPL replacing the incurred loss
model in HKAS 39 and new general hedge
accounting requirements to allow entities to
better reflect their risk management activities in
financial statements. HKFRS 9 carries forward
the recognition, classification and measurement
requirements for financial liabilities from HKAS
39, except for financial liabilities designated
at FVTPL where the amount of change in fair
value attributable to change in credit risk of the
liability is recognised in other comprehensive
income unless that would create or enlarge
an accounting mismatch. In addition, HKFRS
9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial
liabilities.

The directors of the Company anticipate
that the application of the expected credit
loss model of HKFRS 9 might result in
earlier provision of credit losses in relation
to the Group’s trade receivables measured
at amortised costs. However, management
expect the effect would not be significant.
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Notes to the Consolidated Financial Statements

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a
single comprehensive model for entities to use
in accounting for revenue arising from contracts
with customers. HKFRS 15 will supersede the
current revenue recognition guidance including
HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related interpretations
when it becomes effective. The core principle
of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised
goods or services to customers in an amount
that reflects the consideration to which the
entity expects to be entitled in exchange for
those goods or services. Specifically, the
standard introduces a 5-step approach to
revenue recognition:

o Step 1: Identify the contract(s) with a
customer

° Step 2: ldentify the performance
obligations in the contract

° Step 3: Determine the transaction price

° Step 4: Allocate the transaction price
to the performance obligations in the
contract

o Step 5. Recognise revenue when (or
as) the entity satisfies a performance
obligation

Under HKFRS 15, an entity recognises revenue
when (or as) a performance obligation is
satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance
obligation is transferred to the customer. Far
more prescriptive guidance has been added
in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required
by HKFRS 15.

In 2016, the HKICPA issued Clarifications to
HKFRS 15 in relation to the identification of
performance obligations, principal versus agent
considerations, as well as licensing application
guidance.
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Notes to the Consolidated Financial Statements
A IS ERRMET

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

HKFRS 15 “Revenue from Contracts with
Customers” (continued)

The directors of the Company anticipate that
the application of HKFRS 15 in the future may
result in more disclosures, however, they do
not anticipate that the application of HKFRS
15 will have a material impact on the timing
and amounts of revenue recognised in the
respective reporting periods.

HK(IFRIC) - Int 22 - Foreign Currency
Transactions and Advance Consideration
The Interpretation provides guidance on
determining the date of the transaction for
determining an exchange rate to use for
transactions that involve advance consideration
paid or received in a foreign currency and the
recognition of a non-monetary asset or non-
monetary liability. The Interpretations specifies
that the date of the transaction for the purpose
of determining the exchange rate to use on
initial recognition of the related asset, expense
or income (or part thereof) is the date on which
the entity initially recognises the non-monetary
asset or non-monetary liability arising from the
payment or receipt of advance consideration.

Amendments to HKFRS 9 - Prepayment
Features with Negative Compensation

The amendments clarify that prepayable
financial assets with negative compensation
can be measured at amortised cost or at fair
value through other comprehensive income if
specified conditions are met — instead of at fair
value through profit or loss.

Creative China Holdings Limited Annual Report 2017

RAEBMBHREER ((FBHBHREER])

(/)

(b)

BAEME M RERZHET KBTI EEBRER
HER ()

BRUBREEUNFE16R [ BFEHN WS
()
ARBEEEABBUBREENEAGRER
KRB RESEMELRE - BRFAL KA
HEBMEHRE LR F 15K PBRETRE
AR W EHRSENSRELEATE

BB (BBRMBRERBEES) —R2BFE 25
— HNERZRAMKE

S ERBIA T EREMRES] - A REE
PR R A SNEE ST A s ER TR B BV R S )
EXmMEERS B8  URAAERIEEEE
ENFEREE - ZFRBEL  BETAAMHE
RIEEEE - el (REPED) FrER
ZER 22 5 AR E R E XM U ETE
NREELMIFEREESFERRAGBZA -

BRUBREENF R 2] — AFEHE
ZRATRR AT
HENRBNFAMENENEREEIZE
HRAFIE A A EFARMEEKETE -
AR R R BT ABRFTE -



Notes to the Consolidated Financial Statements

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

HKFRS 16 - Leases

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

In respect of the lessor accounting, HKFRS
16 substantially carries forward the lessor
accounting requirements in HKAS 17.
Accordingly, a lessor continues to classify its
leases as operating leases or finance leases,
and to account for those two types of leases
differently.
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Notes to the Consolidated Financial Statements
A IS ERRMET

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

(b)

New/revised HKFRSs that have been
issued but are not yet effective (continued)

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

The Interpretation supports the requirements
of HKAS 12, Income Taxes, by providing
guidance over how to reflect the effects of
uncertainty in accounting for income taxes.

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

Amendments to HKFRS 10 and HKAS 28 -
Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture
The amendments clarify the extent of gains
or losses to be recognised when an entity
sells or contributes assets to its associate or
joint venture. When the transaction involves
a business the gain or loss is recognised in
full, conversely when the transaction involves
assets that do not constitute a business the
gain or loss is recognised only to the extent
of the unrelated investors’ interests in the joint
venture or associate.

The Group is not yet in a position to state
whether these new pronouncements will
result in substantial changes to the Group’s
accounting policies and financial statements.
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Notes to the Consolidated Financial Statements

BASIS OF PRESENTATION

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSSs,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to
as the “HKFRSs”) and the disclosure requirements
of the Hong Kong Companies Ordinance. In
addition, the financial statements include applicable
disclosures required by the Rules Governing the
Listing of Securities on the GEM of the Stock
Exchange.

The consolidated financial statements have been
prepared under the historical cost basis.

The consolidated financial statements are
presented in Renminbi (“RMB”), which is the same
as the functional currency of the Company and
its subsidiaries, and all values are rounded to the
nearest thousand except when otherwise indicated.

SIGNIFICANT ACCOUNTING POLICIES

(@) Business combination and basis of

consolidation

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

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

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(@)

Business combination and basis of
consolidation (continued)

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

Any contingent consideration to be transferred
by the acquirer is recognised at acquisition-
date fair value. Subsequent adjustments to
consideration are recognised against goodwiill
only to the extent that they arise from new
information obtained within the measurement
period (a maximum of 12 months from the
acquisition date) about the fair value at
the acquisition date. All other subsequent
adjustments to contingent consideration
classified as an asset or a liability are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(@)

Business combination and basis of
consolidation (continued)

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

Subsequent to acquisition, the carrying amount
of non-controlling interests that represent
present ownership interests in the subsidiary
is the amount of those interests at initial
recognition plus such non-controlling interest’s
share of subsequent changes in equity. Total
comprehensive income is attributed to such
non-controlling interests even if this results in
those non-controlling interests having a deficit
balance.

Note:

The Group applies the acquisition method to account for
business combinations. The consideration transferred
for the acquisition of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests issued by
the Group. The consideration transferred includes the fair
value of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair
values at the acquisition date.

The Group may elect, on a transaction-by-transaction
basis, to measure the non-controlling interests that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of
the acquiree’s identifiable net assets. All other non-
controlling interests are measured at fair value unless
another measurement basis is required by HKFRSs.
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Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Subsidiaries

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

In the Company’s statement of financial
position, investment in a subsidiary is stated
at cost less impairment loss, if any. The
results of subsidiary are accounted for by the
Company on the basis of dividend received
and receivable.

Subsidiaries arising from a series of contract
agreements signed on 18 May 2015 (the
“Contractual Arrangements”).

The wholly-owned subsidiary of the company,
New Talent Media Company Limited
(“New Talent Media”), has entered into
the Contractual Arrangements with Beijing
Emphasis Media Co., Ltd.*, Beijing New Image
Media Co., Ltd.*, Starry Knight Entertainment
Co., Ltd.*, Beijing Joy Star Production Co.,
Ltd.* and Beijing Great Wise Media Co., Ltd.”
(collectively defined as “PRC Contractual
Entities”) and their respective equity holders,
which enable New Talent Media and the Group
to:

- exercise effective financial and
operational control over PRC Contractual
Entities;

- exercise equity holders’ voting rights of
the PRC Contractual Entities;
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Subsidiaries (continued)

- receive substantially all of the economic
interest returns generated by the PRC
Contractual Entities in consideration
for the business support, technical and
consulting services provided by New
Talent Media, at New Talent Media’s
discretion;

— obtain an irrevocable and exclusive
right with an initial period of 10 years
to purchase the entire equity interest
in the PRC Contractual Entities from
the respective equity holders. The right
automatically renews upon expiry until
New Talent Media specifies a renewal
term;

- obtain a pledge over the entire equity
interest of the PRC Contractual Entities
from their respective equity holders
as collateral security for all of the PRC
Contractual Entities’ payments due
to New Talent Media and to secure
performance of PRC Contractual Entities’
obligations under the Contractual
Arrangements.

The Group does not have any equity interest
in PRC Contractual Entities. However, as a
result of the Contractual Arrangements, the
Group has rights to variable returns from its
involvement with the PRC Contractual Entities
and has the ability to affect those returns
through its power over the PRC Contractual
Entities and is considered to control the
PRC Contractual Entities. Consequently, the
Company regards the PRC Contractual Entities
as the indirect subsidiaries under HKFRSs. The
Group has included the financial positions and
results of the PRC Contractual Entities in the
consolidated financial statements during the
years. Please refer to note 3 for details of the
related presentation basis.
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for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

(c)

Subsidiaries (continued)

Nevertheless, the Contractual Arrangements
may not be as effective as direct legal
ownership in providing the Group with direct
control over the PRC Contractual Entities
and uncertainties presented by the PRC legal
system could impede the Group’s beneficiary
rights of the results, assets and liabilities of the
PRC Contractual Entities. The Group believes
that the Contractual Arrangements among
New Talent Media, the PRC Contractual
Entities and their respective equity holders
are in compliance with relevant PRC laws and
regulations and are legally enforceable.

*  For identification purpose only

Property, plant and equipment

Property, plant and equipment are stated
at cost less accumulated depreciation and
accumulated impairment losses.

The cost of property, plant and equipment
includes its purchase price and the costs
directly attributable to the acquisition of the
items.

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

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

()

(d)

Property, plant and equipment (continued)
Property, plant and equipment are depreciated
SO as to write off their cost or valuation net of
expected residual value over their estimated
useful lives on a straight-line basis. The useful
lives, residual value and depreciation method
are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful
lives are as follows:

Leasehold Over the remaining
improvements lives of the leases

but not exceeding
10 years

Office equipment 3-5 years

Computer equipment  3-5 years

Furniture and fixtures 5 years

Motor vehicles 4 years

An asset is written down immediately to its
recoverable amount if its carrying amount is
higher than the asset’s estimated recoverable
amount.

Assets held under finance leases are
depreciated over their expected useful lives
on the same basis as owned assets, or where
shorter, the term of the relevant lease.

The gain or loss on disposal of an item of
property, plant and equipment is the difference
between the net sale proceeds and its carrying
amount, and is recognised in profit or loss on
disposal.

Goodwill

Goodwill arises on the business combination
represents the excess of the consideration
transferred over the Group’s interest in net fair
value of the net identifiable assets, liabilities and
contingent liabilities of the acquiree and the
fair value of the non-controlling interest in the
acquiree, if any.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

(e)

Goodwill (continued)

Goodwill is measured at cost less accumulated
impairment losses. For the purpose of
impairment testing, goodwill acquired in a
business combination is allocated to each of
the cash-generating units (“CGUS”), or groups
of CGUs, that is expected to benefit from the
synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity
at which the goodwill is monitored for internal
management purposes. Goodwill is monitored
at the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or
changes in circumstances indicate a potential
impairment. The carrying value of goodwill is
compared to the recoverable amount, which
is the higher of value in use and the fair value
less costs of disposal. Any impairment is
recognised immediately as an expense and is
not subsequently reversed.

Intangible assets

An intangible asset acquired separately is
recognised initially at cost. Intangible asset
with indefinite useful life carried at cost less any
accumulated impairment losses.

Intangible asset identified on business
combination are capitalised at fair value at
the date of acquisition and are stated at
cost less accumulated amortisation and any
accumulated impairment losses. Customer
relationships is amortised on a straight-
line basis from the date of acquisition over
their estimated useful lives of 5 years. The
amortisation is charged to profit or loss.
Both the estimated useful lives and method
of amortisation are reviewed and adjusted if
appropriate, annually.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

U]

(9)

Programme cost

(@) Programme cost

Programme cost comprises purchase
cost of services consumed in the
production of a programme. Programme
cost is stated at cost less accumulated
amortisation and accumulated
impairment losses. The amortisation
is calculated based on the expected
consumption pattern which is six months
from the first launch date.

(b) Programme right
Programme right comprises the
purchase cost of the programme right
only. Programme right is stated at cost
less accumulated amortisation and
accumulated impairment losses. The
amortisation is calculated based on the
duration of the licence period which is
normally in 2 years.

Leasing

Leases are classified as finance leases
whenever the terms of the lease transfer
substantially all the risks and rewards of
ownership to lessee. All other leases are
classified as operating leases.

The Group as lessee

Assets held under finance leases are initially
recognised as assets at their fair value or,
if lower, the present value of the minimum
lease payments. The corresponding lease
commitment is shown as a liability. Lease
payments are analysed between capital and
interest. The interest element is charged to
profit or loss over the period of the lease and
is calculated so that it represents a constant
proportion of the lease liability. The capital
element reduces the balance owed to the
lessor.

The total rentals payable under the operating
leases are recognised in profit or loss on a
straight-line basis over the lease term. Lease
incentives received are recognised as an
integrated part of the total rental expense, over
the term of the lease.
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for the year ended 31 December 2017
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4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h) Financial instruments

(i)

(1)

Financial assets
All the financial assets of the Group are
classified as loans and receivables.

These assets are non-derivative financial
assets with fixed or determinable
payments that are not quoted in an active
market. They arise principally through
the provision of goods and services to
customers (trade debtors), and also
incorporate other types of contractual
monetary asset.

Loans and receivables are initially
measured at fair value plus transaction
costs that are directly attributable to
the acquisition of the financial assets.
Subsequent to initial recognition, they
are carried at amortised cost using
the effective interest method, less any
identified impairment losses.

Impairment loss on financial assets
The Group assesses, at the end of each
reporting period, whether there is any
objective evidence that financial asset is
impaired. Financial asset is impaired if
there is objective evidence of impairment
as a result of one or more events that has
occurred after the initial recognition of
the asset and that event has an impact
on the estimated future cash flows of
the financial asset that can be reliably
estimated. Evidence of impairment may
include:

o significant financial difficulty of the
debtor;

° a breach of contract, such as a
default or delinquency in interest or
principal payments;

o granting concession to a debtor
because of debtor’s financial
difficulty; and
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h) Financial instruments (continued)

(i)

(iii)

Impairment loss on financial assets

(continued)

o it becoming probable that the
debtor will enter bankruptcy or
other financial reorganisation.

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

Financial liabilities

All the financial liabilities of the Group
are classified as financial liabilities at
amortised cost. Financial liabilities at
amortised cost are initially measured at
fair value, net of directly attributable costs
incurred.

Financial liabilities at amortised cost,
including trade payables, other payables,
amount due to a related company,
amount due to a director, loan from
a shareholder and finance lease
obligations, are subsequently measure
at amortised cost, using the effective
interest method. The related interest
expense is recognised in profit or loss.

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

e B AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HLFE

4. EBEARESTHHE(E)

(hy £@IA(HE)

(i)

(iii)

THMEENRERR (8)

o [EMABAERESETEMPE
Y

EARERBREAEELTRE  RE
BlEENBEaTHEIALERRSSRE
ENREE MREBBRLIAERSZE
EREEERRERM R 2 (A5 H
BREGREREZER - TREENK
EEEBERBERT AR - e il
BEMEMA B0 REE ST YK EE
ARNEESREENBERRAEL M -

SHEME

AEEFASHE ERBERASEA
SRAME . MEBEREAHEZSBA
RIS A (I B A P A
ZRAEE -

RBHERAGTE AR (RRAESE
fHFRIE - MR RIR - AN — R R
NEFIA - BN—REEFH KA —F
PRER B N R B A EARHE) BE R HR SR A
RERERMEEE - HENEFRAX
MIBERTER ©

ERERLEAAREHFEBRES W
BB BN ERRPER -

PHEASZRERAT —E-LFEERSE

109



110
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for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h)

Financial instruments (continued)

(iv)

v)

Effective interest method

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

Derecognition

The Group derecognises a financial asset
when the contractual rights to the future
cash flows in relation to the financial
asset expire or when the financial asset
has been transferred and the transfer
meets the criteria for derecognition in
accordance with HKAS 39.

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable for the
provision of services in the ordinary course of
the Group’s activities. Revenue is presented
net of value-added tax, returns, rebates and
discounts, if any.

The Group recognises revenue when the
amount of revenue can be reliably measured,
it is probable that future economic benefits
will flow to the entity and specific criteria have
been met for each of the Group’s activities as
described below.

(@) Program production and related

services

The Group uses the percentage of
completion method to determine the
appropriate amount of revenue to
recognise in a given period. The stage
of completion is measured by reference
to the contract costs incurred up to the
balance sheet date as a percentage of
total estimated costs for each contract.
Costs incurred in the year in connection
with future activity on a contract
are excluded from contract costs in
determining the stage of completion.
They are presented as work in progress,
prepayments or other assets (if any),
depending on their nature.

Variations in contract work, claims and
incentive payments (if any) are included in
contract revenue to the extent that would
have been agreed with the customer and
are capable of being reliably measured.
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for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

Revenue recognition (continued)

(@)

(b)

Program production and related
services (continued)

Contract costs are recognised as
expenses as they are incurred and
contract revenue, being costs incurred
plus recognised profits (less recognised
losses) are recognised progressively
over the period of the contract. When
the outcome of a contract can be
estimated reliably and it is probable that
the contract will be profitable, contract
revenue is recognised with profits. When
the outcome of the contract cannot be
estimated reliably, contract revenue is
recognised only to the extent of contract
costs incurred that are likely to be
recoverable. When it is probable that total
contract costs will exceed total contact
revenue, the expected loss is recognised
as an expense immediately.

The Group presents as an asset, if the
gross amount due from customers for
contract work for all contracts in progress
for which costs incurred plus recognised
profits (less recognised losses) exceed
progress billings. Progress billings not yet
paid by customers are included within
‘trade and other receivables’.

The Group presents as a liability if the
gross amount due to customers for
contract work for all contracts in progress
for which progress billings exceed costs
incurred plus recognised profits (less
recognised losses).

Event organisation and related
services

Revenue from event organisation and
related services is recognised at the
conclusion of the events, which is the
point in time when all service has been
provided.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i) Revenue recognition (continued)

()

Mobile live broadcasting and
e-commence related services

Online programme production
services

Revenue for online programme
production services is recognised by
using the percentage of completion
method as detailed in note 4(i)(a) above.

E-commerce services

Also, e-commerce income primarily
comprised of commission income.
Commission income are recognised
for transactions where the Group is
not the primary obligor, is not subject
to inventory risk, and does not have
latitude in establishing prices and
selecting suppliers. Commission income
are recognised on a net basis which is
based on a fixed percentage of the sales
amount.

Commission income are recognised
when the customer has accepted the
goods and the related risks and rewards
of ownership.

Mobile live broadcasting services
The proceeds received from sales of
credits or in-platform virtual items are
initially recorded as receipt in advance in
current liabilities. The attributable portion
of the receipt in advance relating to
values of the credits consumed and in-
platform virtual items converted are able
to reliably estimate and are immediately
or ratably recognised as revenue only
when broadcasters sell back those in-
platform virtual items to the Group.
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for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

)]

Revenue recognition (continued)

(d) Entertainment on demand system

and related services

The Group recognises entertainment on
demand system and related services as
subscription-based and usage-based.
Subscription revenue is recognised on
a proportionate basis over the life of the
subscription and the latter is recognised
at the time of play.

(e) Advertising income
Advertising income is recognised when all
service has been provided.

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

Income tax
Income taxes for the year comprise current tax
and deferred tax.

Current tax is based on the profit or loss from
ordinary activities adjusted for items that are
non-assessable or disallowable for income tax
purposes and is calculated using tax rates that
have been enacted or substantively enacted at
the end of reporting period.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

Income tax (continued)

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

An exception to the general requirement on
determining the appropriate tax rate used in
measuring deferred tax amount is when an
investment property is carried at fair value
under HKAS 40 “Investment Property”. Unless
the presumption is rebutted, the deferred
tax amounts on these investment properties
are measured using the tax rates that would
apply on sale of these investment properties
at their carrying amounts at the reporting
date. The presumption is rebutted when the
investment property is depreciable and is held
within a business model whose objective is to
consume substantially all the economic benefits
embodied in the property over time, rather than
through sale.

Deferred tax liabilities are recognised for
taxable temporary differences arising on
investments in subsidiaries, associates and
jointly controlled entities, except where the
Group is able to control the reversal of the
temporary difference and it is probable that
the temporary difference will not reverse in the
foreseeable future.
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

(k)

Income tax (continued)

Income taxes are recognised in profit or loss
except when they relate to items recognised
in other comprehensive income in which
case the taxes are also recognised in other
comprehensive income or when they relate
to items recognised directly in equity in which
case the taxes are also recognised directly in
equity.

Foreign currency

Transactions entered into by group entities
in currencies other than the currency of the
primary economic environment in which it/
they operate(s) (the “functional currency”)
are recorded at the rates ruling when the
transactions occur. Foreign currency monetary
assets and liabilities are translated at the
rates ruling at the end of reporting period.
Non-monetary items carried at fair value that
are denominated in foreign currencies are
retranslated at the rates prevailing on the date
when the fair value was determined. Non-
monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement
of monetary items, and on the translation of
monetary items, are recognised in profit or loss
in the period in which they arise. Exchange
differences arising on the retranslation of
non-monetary items carried at fair value are
included in profit or loss for the period except
for differences arising on the retranslation
of non-monetary items in respect of which
gains and losses are recognised in other
comprehensive income, in which case, the
exchange differences are also recognised in
other comprehensive income.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(k)

Foreign currency (continued)

On consolidation, income and expense
items of foreign operations are translated
into the presentation currency of the Group
(i.,e. RMB) at the average exchange rates for
the year, unless exchange rates fluctuate
significantly during the period, in which case,
the rates approximating to those ruling when
the transactions took place are used. All
assets and liabilities of foreign operations
are translated at the rate ruling at the end of
reporting period. Exchange differences arising,
if any, are recognised in other comprehensive
income and accumulated in equity as foreign
exchange reserve (attributed to minority
interests as appropriate). Exchange differences
recognised in profit or loss of group entities’
separate financial statements on the translation
of long-term monetary items forming part
of the Group’s net investment in the foreign
operation concerned are reclassified to other
comprehensive income and accumulated in
equity as foreign exchange reserve.

On disposal of a foreign operation, the
cumulative exchange differences recognised
in the foreign exchange reserve relating to
that operation up to the date of disposal are
reclassified to profit or loss as part of the profit
or loss on disposal.

Goodwill and fair value adjustments on
identifiable assets acquired arising on an
acquisition of a foreign operation are treated as
assets and liabilities of that foreign operation
and translated at the rate of exchange
prevailing at the end of reporting period.
Exchange differences arising are recognised in
the foreign exchange reserve.
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for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

U]

(m)

Employee benefits

(i) Short-term employee benefits

Short term employee benefits are
employee benefits (other than termination
benefits) that are expected to be settled
wholly before twelve months after the
end of the annual reporting period in
which the employees render the related
service. Short term employee benefits
are recognised in the year when the
employees render the related service.

(i) Defined contribution retirement plan
Contributions to defined contribution
retirement plans are recognised as
an expense in profit or loss when the
services are rendered by the employees.

(iii) Termination benefits
Termination benefits are recognised
on the earlier of when the Group can
no longer withdraw the offer of those
benefits and when the Group recognises
restructuring costs involving the payment
of termination benefits.

Share-based payment

The Group issues equity-settled share-based
payments to certain employees. Equity-settled
share-based payments to employees and
others providing similar services are measured
at the fair value (excluding the effect of non-
market based vesting conditions) of the equity
instruments at the grant date. The fair value
determined at the grant date of the equity-
settled share-based payments is expensed on
a straight-line basis over the vesting period,
based on the Group’s estimate of equity
instruments that will eventually vest, with a
corresponding increase in equity.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(m) Share-based payment (continued)

(n)

Equity-settled share-based payment
transactions with parties other than employees
are measured at the fair value of the goods or
services received, except where that fair value
cannot be estimated reliably, in which case
they are measured at the fair value of the equity
instruments granted, measured at the date the
entity obtains the goods or the counterparty
renders the service.

Impairment of non-financial assets other
than goodwill

At the end of each reporting period, the Group
reviews the carrying amounts of the following
assets to determine whether there is any
indication that those assets have suffered
an impairment loss or an impairment loss
previously recognised no longer exists or may
have decreased:

° property, plant and equipment;

° investment in a subsidiary; and

° intangible assets — customer relationships.
J programme cost

If the recoverable amount (i.e. the greater of
the fair value less costs to sell and value in
use) of an asset is estimated to be less than its
carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently
reverses, the carrying amount of the asset
is increased to the revised estimate of its
recoverable amount, to the extent that the
increased carrying amount does not exceed
the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A
reversal of an impairment loss is recognised as
income immediately.
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(0)

(p)

(q)

Provisions and contingent liabilities
Provisions are recognised for liabilities of
uncertain timing or amount when the Group
has a legal or constructive obligation arising as
a result of a past event, which it is probable,
will result in an outflow of economic benefits
that can be reliably estimated.

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

Segment reporting

The Group identifies operating segments and
prepares segment information based on the
regular internal financial information reported
to the executive directors for their decisions
about resources allocation to the Group’s
business components and for their review of
the performance of those components.

Related parties

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

(i) has control or joint control over the
Group;

(i)  has significant influence over the
Group; or

(i) is a member of key management
personnel of the Group or the
Company’s parent.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

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

U)

(i)

(i)

(iv)

(vi)

(vii)

(viil

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

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

Both entities are joint ventures of
the same third party.

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

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

The entity is controlled or jointly
controlled by a person identified in

(@).

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

The entity, or any member of a
group of which it is a part, provides
key management personnel
services to the Group or to the
Group’s parent.
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Notes to the Consolidated Financial Statements
RE B HRRME

for the year ended 31 December 2017
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4.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

() Related parties (continued)
Close members of the family of a person are
those family members who may be expected
to influence, or be influenced by, that person in
their dealings with the entity and include:

(i) that person’s children and spouse or
domestic partner;

(i) children of that person’s spouse or
domestic partner; and

(i) dependents of that person or that
person’s spouse or domestic partner.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTIES

In the application of the Group’s accounting policies,
the managements are required to make judgments,
estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and
associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results differ from these
estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision affects
only that period or in the period of the revision and
future periods if the revision affects both current and
future periods.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTIES (CONTINUED)

(@) Critical judgments in applying accounting
policies

(i)

(1)

Determination of functional currency
The Group measures foreign currency
transactions in the respective functional
currencies of the Company and its
subsidiaries. In determining the functional
currencies of the group entities, judgment
is required to determine the currency that
mainly influences sales prices for goods
and services and of the country whose
competitive forces and regulations mainly
determines the sales prices of its goods
and services. The functional currencies
of the group entities are determined
based on management’s assessment of
the economic environment in which the
entities operate and the entities’ process
of determining sales prices.

Income tax

Determining income tax provisions
requires the Group to make judgments
on the future tax treatment of certain
transactions. The Group carefully
evaluates tax implications of transactions
in accordance with prevailing tax
regulations and makes tax provisions
accordingly. In addition, deferred tax
assets are recognised to the extent that
it is probable that future taxable profit will
be available against which the deductible
temporary differences can be utilized.
This requires significant judgment on the
tax treatments of certain transactions and
also assessment on the probability that
adequate future taxable profits will be
available for the deferred tax assets to be
recovered.
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for the year ended 31 December 2017
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5.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTIES (CONTINUED)

(@)

Critical judgments in applying accounting
policies (continued)

(iii)

(iv)

Revenue recognition

The Group uses the percentage of
completion method in accounting for
its revenue from fixed-price contracts
for program production and related
services. Use of the percentage of
completion method requires the Group’s
management to estimate the contract
costs incurred up to the balance sheet
date as a percentage of total estimated
costs for each contract. Because of the
nature of the activities undertaken in
program production and related services
contracts, the date at which the contract
activity is entered into and the date when
the activity is completed usually fall into
different accounting periods. The Group’s
management regularly reviews and make
judgments on revising the estimation of
both contract revenue and contract cost
in the budget prepared for each contract
as the contract progresses.

Programme cost

The Group amortises the programme
costs and programme rights based
on the expected consumption pattern
and the duration of licence period
respectively. Management regularly
reviews the basis of the amortisation
and will adjust the amortisation
method when the expected changes
in respective consumption pattern or
economic benefit arise. Impairment loss
is recognised when there is an indication
that the estimated recoverable amount
of individual programme is less than its
carrying value.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTIES (CONTINUED)

(b) Key sources of estimation uncertainties

(i)

(i)

Impairment of receivables

The Group’s management reviews
receivables on a regular basis to
determine if any provision for impairment
is necessary. This estimate is based on
the credit history of its customers, past
settlement and industry practice and
current market conditions. Management
reassesses the impairment of receivables
at each reporting date.

Impairment of goodwill

The Group tests annually whether
goodwill has suffered any impairment.
For the purposes of impairment
reviews, the recoverable amount of
goodwill is determined based on value-
in-use calculations. The value-in-use
calculations primarily use cash flow
projections based on five year financial
budgets approved by management.
There are a number of assumptions and
estimates involved in the preparation
of cash flow projections for the period
covered by the approved budgets.
Key assumptions include the expected
growth in revenues, timing of future
capital expenditures, growth rates and
selection of discount rates to reflect the
risks involved. Management prepares
the financial budgets reflecting actual
and prior year performance and market
development expectations. Judgment is
required to determine key assumptions
adopted in the cash flow projections
and changes to key assumptions can
significantly affect these cash flow
projections and therefore the results of
the impairment reviewed.
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6.

SEGMENT REPORTING

The Group determines its operating segments based
on the reports reviewed by the chief operating
decision maker that are used to make strategic
decisions.

The Group has four reportable segments. The
segments are managed separately as each business
offers different products and services and requires
different business strategies. The following summary
describes the operations in each of the Group’s
reportable segments:

- Program production and related services
(“Program Production”);
Program Production segment provides
traditional television program production and
related services.

- Event organisation and related services (“Event
Organisation”);
Event Organisation segment provides
organisation services, such as prize presentation
ceremony, automobile shows, university alumni
and other performance events.

- Mobile live broadcasting and e-commerce and

related services (“Mobile Live Broadcasting and
E-commerce”);
Mobile Live Broadcasting and E-commerce
segment provides an electronic platform for
entertainment contents consumption and
e-commerce, such as online store. This
segment also provides online programme
production and related services.

- Entertainment contents on demand system and

related services (“Entertainment on Demand
System”).
Entertainment on Demand System segment
provides an entertainment on demand system
named “Fengtingxun” which are installed at
various karaoke boxes, mini-cinemas, hotels
and internet cafes in the PRC.

Inter-segment transactions are priced with reference
to prices charged to external parties for similar order.
Central revenue and expenses are not allocated to
the operating segments as they are not included in
the measure of the segments’ profit that is used by
the chief operating decision maker for assessment of
segment performance.
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SEGMENT REPORTING (CONTINUED)

6. 2EE®mE(H)

Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

Business segments (@) XKD
For the year ended 31 December 2017 BE-Z—tH&+=-A=+—HLEE
Program Event Mobile Live Entertainment
Production Organisation  Broadcasting  on Demand Total
and E-commerce System
GEETE EHENR POHEEREE RENERL @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT  ARBTR ARETRE  ARBTT AREBTR
Reportable segment revenue REMIZPZ
from external customers CEXGEe 4,055 1,382 11,520 3,128 20,085
Reportable segment loss 2H5 PEE (5,558) (3,827) (50,147) (13,101) (72,633)
Interest income MEHA 6 5 2 2 15
Depreciation of property, 0% BER
plant and equipment RIBIE 1,888 312 70 322 2,652
Amortisation of intangible assets B EERH - 888 - - 888
Reportable segment assets ERHTEE 8,773 11,263 62,874 29,666 112,576
Additions to non-current assets (note)  FEREIEERE (M1:F) - - 61 31 92
Reportable segment liabilties EHAH8E 5,603 3,898 9,608 2,186 21,295
For the year ended 31 December 2016 BE_Z—XNF+-_A=1+—HBLFE
Program Event Mobile Live  Entertainment
Production  Organisation Broadcasting on Demand Total
and E-commerce System
fARME BHEN BYERREH RENEZR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AR%TR AEETT  ARETR  AR%TR
Reportable segment revenue RENBERZ
from external customers PES Gl 49,254 29018 120 43 78,435
Reportable segment profit/(oss) 2FH DR/ (58) 945 256 (12,077) (4,339) (15,215)
Interest income MEBA 18 13 1 1 33
Interest expense MEFR 141 - - - 141
Depreciation of property, nE - BER
plant and equipment SENE 1,889 613 7 40 2,549
Amortisation of intangible assets BYEESH - 888 - - 888
Reportable segment assets 2RNHEE 40,501 27,381 39,350 30,363 137,595
Additions to non-current assets (note)  FEREEERE (M) 1,048 613 169 981 2,811
Reportable segment liabilties 2HHHERE 6,372 8,614 684 1,188 16,858
Note: et -

Non-current assets include property, plant and

equipment.

FERBEECITYFE - B KR

HEAISEZERERAR

—E-tFEERE
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Notes to the Consolidated Financial Statements

e IR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

6. SEGMENT REPORTING (CONTINUED) 6.

(b) Reconciliation of reportable segment
revenue, profit or loss, assets and

2 AR & (4)

(b) TEF/RD U B  BEREEZIHIR

liabilities
2017 2016
—ZE—tHF ZE—RF
RMB’000 RMB’000
ARYT T ARETIT
Revenue Llﬂl?xft
Reportable segment and EWHHK
consolidated revenue f‘ﬁ/\ S 20,085 78,435
2017 2016
—E—tF = RF
RMB’000 RMB’000
ARET T ARBT T
Loss before income tax Fﬁﬁﬁ?aﬁﬁﬁ EE
Reportable segment loss Al 2R D I EE (72,633) (15,215)
Other revenue: Ei\ﬁﬂqﬂl)\ :
— Interest income — FBHA 5 79
Other gains and losses: Hb e RE1E
— Exchange (loss)/gain — BN (B18) W= (1,687) 2,396
— Change in fair value of — K AREBRAEES
contingent consideration 8,507 5,252
Unallocated corporate expenses: 2Bl /A alF S :
— Auditor’s remuneration — 1% 2R A (718) (802)
— Directors’ emoluments —EE5M<E (2,616) (3,337)
- Legal and professional fee —EEMEHEEA (3,529) (2,703)
— Salaries and other benefits —TEEERK
for key management and TBRAEF 2R
administration staff EmaF (4,000) (4,039)
— General operating expenses G 2B R (3,309) (8,115)
— Others = ,H\ﬁﬁ = (894)
Consolidated loss before BRETISHRIAR & 518
income tax (79,980) (22,378)
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Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

6.

SEGMENT REPORTING (CONTINUED) 6.

(b)

(c)

Reconciliation of reportable segment
revenue, profit or loss, assets and

liabilities (continued)

2 AR & (4)

(b) TE2HDHUWE - BRABBANER - EERE

Bz (&)

2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARET T ARBT T
Assets EE
Reportable segment assets AIZ2MDHEE 112,576 137,595
Unallocated corporate assets: KD BIARIEE :
— Property, plant and equipment —#¥12 « HiE KRR 717 855
— Cash and cash equivalents - R FIRESEEBY 13,734 29,601
— Others —Hf 2,938 136
Consolidated total assets LEEERE 129,965 168,187
2017 2016
—E—+tF —E—K
RMB’000 RMB’000
ARET T ARBT T
Liabilities afE
Reportable segment liabilities AIZWmoHEaE 21,295 16,858
Unallocated corporate liabilities: KA B AR AE :
— Accruals —JEsTER 2,943 4,052
— Contingent consideration —ER S ARE
payables 151 8,658
Consolidated total liabilities meRaEERn 24,389 29,568

Geographic information

(c) HEESR

KEIEEPHAAWABMRTE - BFH
BB TR R HE S D - AR D IE
MEBEEMNTE - R R2FIEREEEN

All revenue from external customers are located
in the PRC. Geographical location of customers
is based on the location at which the services

are provided. No geographical location of non- HIBALE ©
current assets is presented as substantial non-
current assets are physically based in the PRC.
HRERISERAERAR ZE-tFEEHRE 129
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Notes to the Consolidated Financial Statements
RE B HRRME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

6. SEGMENT REPORTING (CONTINUED) 6. DEWEHE (A)
(d) Information about major customers (d EHEEXZEEFMESR
For the year ended 31 December 2017, B T—tHF+-_A=+—HItFE kB
revenues from two customers (2016: five MEEE (ZZ—RF : ARTP )T
customers) with whom transactions have BAEBRFEARKEEH10% ° #FBWT ¢
exceeded 10% of the Group’s revenue for the
year. Details were as follows:
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARET T ARBT T
Revenue from the customer: REBEPRIA :
Customer I: Y=
— Program Production — &0 B BE 3,449 20,431
Customer |I: ZEI:
— Program Production — & B &HE N/A® 16,623
T3 A @
Customer lll: =PI -
— Program Production — & B &HE N/A® 11,604
TER®
Customer IV: ZEIV
— Program Production — &7 B &HE N/A® 877
T3 A @
— Event Organisation —JEB)E N/A® 9,159
T3 A @
N/A® 10,036
TiE A
Customer V: BEV:
— Event Organisation —JEB)E N/A® 8,283
T3 A @
Customer VI EFP VI
— Mobile Live Broadcasting —BEEEN,ER
and E-commerce 11,321 N/AD
TEMAO
14,770 66,977
Notes: Mt
() The corresponding revenue in the year ended () BE_F—NF_A=1—HILFE FFLVI

31 December 2016 for Customer VI did not
contribute over 10% of the total revenue of the

Group.

(ii) The corresponding revenue in the year ended 31
December 2017 for Customer II, Ill, IV and V did
not contribute over 10% of the total revenue of

the Group.
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Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

7. TURNOVER 7. EERE
Turnover of the Group represents revenue generated REEE S EEEIE () 80 B 2ERBRIRTS - (i) 2 ER
from (i) program production and related services, (ii) NARRARRTS - (iii) B B B HE & 5 g AR A AR (iv) IR 4t
event organisation and related services, (i) mobile AR BEERZARIBEREEE 2 BERE o B
live broadcasting and e-commerce and related FRNELEBERNS EBRGZIBRINREEN T ¢

services and (iv) entertainment contents on demand
system and related services. The amounts of each
significant category of revenue recognised in turnover
during the year are as follows:

2017 2016
—E—tHF ZE—RF
RMB’000 RMB’000
AR¥ET T ARETIT
Program production and £ B 24E R ABREUA

related income 4,055 49,254
Event organisation and related income &8) &% & HERFU A 1,382 29,018

Mobile live broadcasting and BB E KRB AR A
e-commerce and related income 11,520 120

Entertainment contents on demand RN EITERS

system and related income ZEE N 3,128 43
20,085 78,435
8. OTHER REVENUE 8. HulgA
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Interest income from bank deposits RITIFE R A EWA 20 95
Sundry income FEIEUA 107 38
127 133
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Notes to the Consolidated Financial Statements

e IR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

9. OTHER GAINS AND LOSSES

9. HitlmEKEE

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
(Loss)/gain on disposal of property, HEYE  BRENEEZ
plant and equipment (E518), Was (35) 5
Written off of other receivables i1 55 L A JE LK SR IE (517) -
Exchange (loss)/gain PEH (&518) W (1,687) 2,430
Change in fair value of contingent ERSAREB AR BEES
consideration payables 8,507 5,252
6,268 7,687
10. LOSS BEFORE INCOME TAX 10. BRETISFAIEE
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Loss before income tax is arrived BRATIS T AT SRR -
at after charging:
Staff costs (note 11) BIKA(MEE11) 20,644 22,780
Auditor’s remuneration % B A % M 718 802
Depreciation of property, plant and Yz -~ BE RERETE
equipment (note 17 and (i) below) (HiaE 17 R TXHIEE () 2,083 2,679
Amortisation of intangible assets BB EH
(note 19) K1z 19) 888 888
Note: Bt -
(i) Depreciation charge of RMB866,000 (2016: (i) FRRIITE RS A KK 866,000 (ZFE—NF : AR

RMB1,085,000) has been included in direct costs for the

year.
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Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

11. STAFF COSTS 11. BIRAK
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET ARBFIT
Staff costs (including directors) BIXA(BRREES)BE
comprise:
Wages and salaries TENES 15,422 16,707
Short-term non-monetary benefits rREEE R 1,278 2,190
Social insurance and housing fund HEREMEEAES 3,944 3,883
20,644 22,780
12. DIRECTORS’ EMOLUMENTS 12. EZHEN
Directors’ emoluments are disclosed as follows: WEZESHMIT :
Year ended 31 December 2017: BE-ZE—tH&+=-A=+—HILEE:
Contributions
Salaries to retirement
and other benefit
Fees benefits schemes Total
FER BIKEA
we HigF FTEIft st

RMB’000 RMB’000 RMB’000 RMB’000
ARE®TRE AR%®TR AR®TR AR¥TxR

Executive directors BTES
Mr. Philip Jian Yang (note () below) G815 E (T XA () - 1,105 - 1,105
Mr. Li Lin (note (i) below) BRI (FXHIAE () - - = =
Mr. Yang Shiyuan BithREE - 93 24 17
Mr. Sun Rui (note (ij) below) B SE (T XHIFE () - 78 4 82
Ms. Yang Jianping (note (iij) below) WL (FXHTEE (i) - 310 - 310
Non-executive directors FHTES
Mr. Ge Xuyu EmRFEE - 311 15 326
Mr. Wang Yong TBREAE - 208 - 208
Independent non-executive directors BV FHTES
Mr. Li Fei EREE - 156 - 156
Mr. Law Kin Ho BRZLE - 156 - 156
Mr. Tan Song Kwang BRIAE SR - 156 - 156
- 2,573 43 2,616
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Notes to the Consolidated Financial Statements

e IR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

12. DIRECTORS’ EMOLUMENTS (CONTINUED)

Year ended 31 December 2016:

12. EEHM (&)

HE-F-AF+-A=+—ALFE

Contributions
Salaries  to retirement
and other benefit
Fees benefits schemes Total
Hek RIRAER
ik Hfth 78 7 STEIER et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETE ARETRT ARETR
Executive directors HITES
Mr. Philip Jian Yang BelkE - 1,101 - 1,101
Mr. Li Lin HREE - 403 27 430
Mr. Yang Shiyuan BitREE - 439 42 481
Mr. Sun Rui Bkt - 368 34 402
Non-executive directors FBTES
Mr. Ge Xuyu EmFEE - 249 6 255
Mr. Wang Yong TBEAE - 206 - 206
Independent non-executive directors BV FHTES
Mr. Li Fei EREE - 154 - 154
Mr. Law Kin Ho BEzLE - 154 - 154
Mr. Tan Song Kwang BRI SR - 154 - 154
- 3,228 109 3,337
Note: Bt
1) Mr. Philip Jian Yang is also the Chief Executive Officer of () BRIFELINEA L AR TIARE
the Company.
(i) Ceased as executive director on 6 April 2017. (i)  REF—FFANATHEFHTES -
(i) Appointed as executive director on 6 April 2017. (i) R-E—FHANAEZIRBTESE -

There were no amounts paid during the years to the
directors as compensation for loss of office, or as
inducement to join.
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13.

14.

Notes to the Consolidated Financial Statements

FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments
in the Group, two (2016: four) were directors of the
Company whose emoluments are included in the
disclosures in note 12 above. The emoluments of
the remaining three (2016: one) individual were as
follows:

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

13. ZBBRSFMAL

AEBEERBHFIALT  ME(ZE—AF W
2)BADTES - B2 HIMEEN EXFE 128
BET - HBR=R(Z2AE: —R) AL HH
T

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Wages and salaries ITERF® 1,320 786
Their emoluments were within the following band: B HINER LA AER
2017 2016
—E—+tF =T
No. of No. of
individuals individuals
A AH
Nil to RMB1,000,000 =z AR¥ 1,000,000 7T 3 1
FINANCE COSTS AR A
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Imputed interest on other payables HAbFEFRIB 2 HEEFE - 141
FERARZERERAR —E—tFFERS
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Notes to the Consolidated Financial Statements

e IR AR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

15. INCOME TAX CREDIT

15. FRiSBiE®

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Current tax — the PRC BN EARIE — AR
— provision for the year — F AR (33) (883)
— over provision in respect —BEFE B
of prior years - 60
Deferred tax (note 25) IRIERIE (Fi5E25) 222 5,492
Income tax credit FriSHiiE % 189 4,669

PRC enterprise income tax is calculated at 25%
(2016: 25%) on the estimated assessable profits
during the year.

o 2 3 P18 B T BA4E 7 2 f B SR B R 25%
(ZB—<4 : 25%) T -

The income tax credit can be reconciled to the loss

FrBBIE SR A B & 2 IR 36 3R TR K008 B B AT

before income tax per the consolidated statements of EEEEENT
comprehensive income as follows:
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Loss before income tax BRET1S TR SR (79,980) (22,378)
Tax credit calculated at the LA F F 25%
domestic tax rate of 25% (ZZ—"F : 25%)
(2016: 25%) FTE 2 BIEE S 19,995 5,594
Effect of different tax rates R EAth Rl AR R & A Al
of companies operating TR E 2 &
in other jurisdictions (835) (486)
Tax effect of expenses not deductible  NAIFIFFI Sz 2 B &
for tax purposes (2,339) (983)
Tax effect of revenue not taxable DRI IR S 2 TS R 2
for tax purposes 2,886 1,413
Net effect of tax losses ultilised/ A,/ (RER) HEBBZ FHE
(not recognised) (19,518) (929)
Over/(under) provision in prior years B FEBRFAEE (BHETR) - 60
Income tax credit FriS T R 189 4,669
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16.

Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

LOSS PER SHARE 16. EREE
The calculation of the basic and diluted loss per RATEEIREEE AREGRERNRESEIET
share attributable to the ordinary equity holders of the BB T 8UETE

Company is based on the following data:

2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AR¥T ARETIT
Loss for the purposes of basic RERERNEEM S < BB
loss per share (73,292) (16,138)
2017 2016
—E—+tF ZE—RF
’000 ‘000
T T i
Number of shares REE
Issued ordinary shares of 1 January R—A—BRBEITEER 1,207,246 1,200,000
Effect of issuance of ordinary shares TT BRI REE 2 FE
as payment for service fee - 1,727
Effect of issuance of shares under RIBMEEITROD 2 FE
the placing 190,137 -
Effect of issuance of shares in relation THBWKE 2 RERD 2 ’h 2 &
to recalled consideration shares 446 -
Weighted average number of T AR ke g 2
ordinary shares 1,397,829 1,201,727
Note: Hiet -
No diluted loss per share is presented as the effect of all 2 Gl B S - R R - FE— R FE— N
potential ordinary shares is anti-dilutive for the years ended 31 A =+—F I EEA B2 gg)fgﬂj AEREEERE -
December 2017 and 2016.
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Notes to the Consolidated Financial Statements

e IR AR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

17. PROPERTY, PLANT AND EQUIPMENT

17. 9% - BMEKRRE

Leasehold Office Computer Furniture Motor
improvements  equipment  equipment  and fixtures vehicles Total
BENFEE BORGE ERRE  BARZE RE a3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR  ARBTT  ARETR  ARETT  ARETR
Cost 7.3
At 1 January 2016 RZE-~E-A-A 6,491 1,027 8,656 835 3,818 20,827
Additions HE 126 705 332 114 515 2,192
Acquired through business BREHAMLE
combination - 873 78 35 - 981
Disposal e = = - - (383) (389)
At 31 December 2016 RIZ—RETZA
and 1 January 2017 St-AR-E—t%
—A-H 6,617 2,605 9,061 984 4,950 24,17
Additions AE 238 30 245 9 - 522
Disposal e - (9) - - (526) (621)
At 31 December 2017 RZB—tF+-A=1-H 6,855 2,540 9,306 993 4,424 24,118
Accumulated depreciation: 7%
At 1 January 2016 RZE-~E-A-A 1,282 651 5909 478 3,387 11,657
Charge for the year ERZH 668 315 1,221 % 377 2,679
Disposal e = = - - (363) (363)
At 31 December 2016 RIE—AETZA=1-H
and 1 January 2017 k=ZE-t&-A-HR 1,900 966 7,130 576 3,401 13,973
Charge for the year FRZH 741 607 1185 17 333 2,983
Disposal e - (5) - - (500) (555)
At 31 December 2017 RZB—tF+-A=1-H 2,641 1518 8,315 693 3,034 16,401
Net carrying amount: REE
At 31 December 2017 RZE—+E+-A=1-H 4214 1,022 991 300 1,190 7,117
At 31 December 2016 RZE-~ETZA=T-H 417 1,639 1,981 408 1,549 10,244
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Notes to the Consolidated Financial Statements

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

GOODWILL 18. BE
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARYT T ARBT T
At beginning of year REF] 31,262 3,555

Acquired through business BIBFETEE GHUEE

combination - 27,707
At end of year RER 31,262 31,262

Goodwill acquired in business combination is
allocated, at acquisition, to the cash-generating
unit (“CGUs”) that is expected to benefit from that
business combination. As at 31 December 2017
the goodwill arose from the acquisition of CGUs
which are engaged in event organisation services,
mobile live broadcasting services and entertainment
contents on demand system services respectively, is
as follows:

EBARENEEERER S EERRZ SN Z
%%’U\fﬁﬁ’ﬁﬁiﬁiﬁu(Uﬁi?iﬁ{_ﬁ) j
F—tH+_A=1—8 WBEREELHEL(DH
REEDERRY  BBHERRGRREATNE
RERSIRS) EXBENT

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥T T ARBFIT

Entertainment contents on demand IREEN A B B R ARTS
system services 26,758 26,758
Event organisation services TRENE RS 3,555 3,555
Mobile live broadcasting services BB RT% 949 949
31,262 31,262

PHEASZRERAT —E-LFEERSE
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Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

18.

GOODWILL (CONTINUED)

Entertainment contents on demand system
services

The recoverable amount of the CGU of the
entertainment contents on demand system business
in PRC is determined by the value-in-use calculation.
The calculation was carried out by cash flow
projections based on financial budgets approved
by the management covering a five-year period.
Cash flows for the five-year period are estimated
based on the management’s expectation for market
development in the first year and an annual growth
rate of turnover ranging from 50%-160% in year 2
to year 5 (2016: 50% for year 2 to year 5) and a pre-
tax discount rate of 25% (2016: 23%). Cash flows
beyond the five-year period are extrapolated using
an estimated weighted average growth rate of 3%
(2016: 3%). The estimated growth rates used are
comparable to the growth rate for the industry.

The key assumption used in the value-in-use
calculation is the average annual growth rate of
turnover of the entertainment contents on demand
system business, which is determined based on the
management’s expectation for market development.
The discount rate used is pre-tax and reflects
specific risks relating to entertainment on demand
system segment. Any adverse change in the key
assumptions could reduce the recoverable amount
below carrying amount.

The management reassessed the recoverable
amount of the CGU of entertainment contents on
demand system business in PRC as at 31 December
2017 by reference to the discounted cash flow
calculation with the above estimation and was
of the opinion that no impairment loss should be
recognised as the recoverable amount of the CGU is
higher than its carrying amount.
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18.

Notes to the Consolidated Financial Statements

GOODWILL (CONTINUED)

Event organisation services

The recoverable amount of the CGU of the event
organisation business in PRC is determined by the
value-in-use calculation. The calculation was carried
out by cash flow projections based on financial
budgets approved by the management covering
a five-year period. Cash flows for the five year
period are estimated based on the management’s
expectation for market development in the first year
and an average annual growth rate of turnover of
10% (2016: 5%) for year 2 to year 5 and a pre-
tax discount rate of 15% (2016: 17%). Cash flows
beyond the five-year period are extrapolated using
an estimated weighted average growth rate of 3%
(2016: 3%). The estimated growth rates used are
comparable to the growth rate for the industry.

The key assumption used in the value-in-use
calculation is the average annual growth rate of
turnover of the event organisation business, which
is determined based on the past performance
and management’s expectation through market
development. The discount rate used is pre-
tax and reflects specific risks relating to event
organisation segment. Any adverse change in the key
assumptions could reduce the recoverable amount
below carrying amount.

The management reassessed the recoverable
amount of the CGU of event organisation business
in PRC as at 31 December 2017 by reference to
the discounted cash flow calculation with the above
estimation and was of the opinion that no impairment
loss should be recognised as the recoverable
amount of the CGU is higher than its carrying
amount.

18.

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

B (&)
EE BRI

TEREBEREGRSELEMUNA KOS ETE
BEMEEFEEE - AAEENREBEEEELRERN
MELFHHENMBREZRSRERBEL -
hERENRERENREBEEEEHE —Fm5
BRNEHLARE _FEERFEXRRFHEREK
10%(=F—7R%F : 5% ) RFEHBRITEE16%(—F
—INEF 17%) fhE - AFHRZROREREIAG
IR R KR 3% (=T —NF : 3%)HH - FIfE
A RRETRERFNES

EREEFEMEANEIERRREDEMERZ
EENTHFERE . NREEEBHMSERN
EHIMETE - FMERMITERE R BB A& RRE R
BRI D MO ERAR o T RERRNEMAFE
Y s WO FRRE RN REE

EREEBSENRRERENBER LAAFTE
AR T+ F T A=+ —REBDENED
ReELBUNAIKREEE YRS aRRESE
ABEMNAREeESERRERS @ WEARER
EEEE o

TEREASZRERAT —E-LFFER
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

19. INTANGIBLE ASSETS

19. E|PEE

Customer
relationships
EEBZ
RMB’000
AR®F T
Cost: A
At 1 January 2016, 31 December RZE—A"FE—H—1 "
2016 and 31 December 2017 ZERETZA=T—AK
—E—+&F+=-A=+—H 4,440
Accumulated amortisation: Rty .
At 1 January 2016 R-ZE—X~F—H—H 1,776
Charge for the year FRZH 888
31 December 2016 R=E—ARF+_A=+—H 2,664
Charge for the year FARZH 888
31 December 2017 RZE—tF+-HA=+—H 3,552
Net carrying amount: BRMENRE :
At 31 December 2017 RZE—tF+=-A=+—H 888
At 31 December 2016 RZZE—RE+ZA=+—H 1,776
20. PROGRAMME COST 20. EIE KA
2017 2016
—E—E —T— N4
RMB’000 RMB’000

AR¥TR ARETTT

Current
Programme costs
Programme rights

Non-current
Programme rights

TE
&7 B AR AR
£ B hxiE

FERB
£ B heiE
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29,964 =
6,634 =

36,598 =

4,336 =

40,934 =




Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

21. TRADE AND OTHER RECEIVABLES 21. EZREMEKRTE
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARMT T ARETIT
Trade receivables, gross B S IaER 4,211 32,226
Less: impairment allowance W R ERE (1,592) -
Trade receivables, net B 5 R IE F5E 2,619 32,226
Prepayments and deposits AN B R iRE 21,140 36,053
Other receivables H A e sk IE 474 6,300
24,233 74,579

The aging analysis of trade receivables (net of

RERE S RUGRIAE CIRRERR) R R B HK

impairment losses), based on invoice dates, as of the BRERDATAAT :
end of year, is as follows:
2017 2016
—E—tF —ET—RF
RMB’000 RMB’000
AR¥T ARBT T
Within 30 days 30~ 4 30,156
31 to 90 days 31290k - 1,090
91 to 180 days 912 180K - 300
Over 180 days 180 KA 2,615 680
2,619 32,226
Note: Hiaz -

R-F—+F+A=1—H 5530 XA E 5 ENFHR
EFEARH4,0007T (ZF—NF : ARHK29,336,0007T) * ¥
TR 1B R FIREST

Included in trade receivables within 30 days as at 31 December
2017 are the amounts of RMB4,000 (2016: RMB29,336,000)
for which all services were provided but not yet invoiced.

The credit period granted to trade debtors ranges 0-90 days JEWRRH 2 15 B B 2 AHE N FOZ2 90K °
from the invoice dates.

RIRERAR » KIE B AE R A EFFTE 5 KA A e

At the end of reporting period, the Group reviews trade and

other receivables for evidence of impairment on both an I BB A & B E °
individual and collective basis.
PEAEZERERAT —Z—tFFERE 143
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e IR AR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

21. TRADE AND OTHER RECEIVABLES

(CONTINUED)

The aging analysis of trade receivables (net of
impairment losses), based on due dates, as of the

end of year, is as follows:

21.

B 5 R EMmEWRE (&)

RERE HRUGRIE (FRRRERR) 228 B & ik
e

ST

2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARET T ARBT T
Not past due R HA 4 29,806
Past due but not impaired B EERBE
Within 30 days 30~ - 1,090
31 to 90 days 31 ZE 90K - 300
91 to 180 days 91 £180K - 680
Over 180 days 180 KA E 2,615 350
2,619 32,226
The below table reconciled the impairment allowance TRAFREWERR B ELER
of trade debtors for the year:
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARET T ARBT T
At beginning of year REF] - -
Provision for the year FREE 1,592 -
At end of year RER 1,592 =
Trade receivables that were not past due relate to RO B RWGKIBETREENCE I BEEE

customers for whom there was no recent history of
default.

Trade receivables that were past due but not
impaired mainly related to a customer who is
being sued by the Group for the settlement of
the receivables. Based on the current facts and
the grounds, the management believes that no
impairment allowance is necessary in respect of
these balances and the balances are still considered
fully recoverable.
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A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

22. TRADE PAYABLES 22, BZENFIE

RERE S RNFIRRERE A MNREIITOT

The aging analysis of trade payables, based on
invoice dates, as of the end of year, is as follows:

2017 2016
—E—+tF ZE—RF

RMB’000 RMB’000

ARET T ARBT T

Within 30 days (note) 30 &AM (k) 8,927 1,486
31 to 90 days 31290k - 82
91 to 365 days 91 £ 365K - 21
Over 365 days 365 KA E 754 123
9,681 1,712

Note:

Included in trade payables within 30 days as at 31 December
2017 are the amounts of RMB8,920,000 (2016: RMB904,000)
for which all services were provided by the suppliers but not yet

Bt -

R-F—FFEF—H=+—H K E30XAEZENZE
BEIEA R 8,920,000T (= F—754 : 904,0007T) @ (HIEE

EIERIRF A R FIRZES ©

invoiced.
23. OTHER PAYABLES 23. HthBENHE
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARMET T ARBFIT
Accruals EETER 3,381 8,324
Other payables H e 3RIE 1,784 1,836
Receipt in advance Bl IE 1,793 1,195
Deposit received BUIES 220 210
Deferred rent payable FERRER S 3,544 3,418
10,722 14,983
FERISEREBRAT —ET—tFFEFRE 145
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

24. CONTINGENT CONSIDERATION PAYABLES

24. ENHAKRE

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥T ARETIT
Fair value of consideration shares (K& HtHNNRERT2AAE
for business combination
— Capital Land Digital Entertainment ~ — Z/T 2R (At R) BRI AR A A
Co. Ltd. (“Capital Land”) (5T
— Current — e - 3,739
- Non-current —JEmED 151 4,919
151 8,658

On 15 November 2016, the Group acquired 51%
of the equity interests of Capital Land, a company
whose principal activity is the development and
operation of an entertainment on demand system in
PRC.

The acquisition was made with the aims to enhance
the Group’s exposure in the entertainment on
demand system industry in PRC. The consideration
includes a capital injection of RMB24,000,000,
16,266,667 ordinary shares of the Company paid at
the acquisition date (“Initial Consideration Shares”)
and a performance-based contingent consideration
of RMB61,200,000 in cash or 26,761,290 ordinary
shares of the Company.

In accordance with the sale and purchase agreement
dated 26 September 2016, the part of the purchase
consideration is contingent on the results of Capital
Land for the following specified periods. There are
two targets mentioned in the agreement, (loss)/profit
after taxation target (“Profit Target”) and revenue
target (“Revenue Target”). Profit Target requires the
loss after taxation of Capital Land not more than
RMB19,700,000 for the period from 1 October 2016
to 30 September 2017 and profit after taxation for
the remaining period not less than the target as set
out in below. Revenue Target requires the revenue
of Capital Land not less than the target as set out in
below.
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RZZB-—RF+—A+HRA AEERBIEDN
51% g - R AREBXRBAS REF BMERE
LIRRETHE R -

WEEEREASB TR RIRERERAITENT
H1nEE - REBFENRKER & AR 24,000,000
gL~ ANA 7] 16,266,667 A% @A ([ e ERG 1)
FMRBABEBIARER© AR 61,200,000 7T 3
RN T] 26,761,290 IR L @AY -

BEBRA T —ANEFENLA-_TANEEH:E
I BE R B BURAR BT R a0 N5 S A0 %
BB iREMEBE  BEE(SE)TEF
BR(TEFBEZED) RS EZ(WEBZ]) - %
FMEERER IR - E— A "FE+A—HBHE-Z
—tFNA=+HHARNKRBEZEETBBEARE
19,700,000 7T & #4 T BA B Br B 18 0m FI S DR T XX
Fra# B2 - Wz B IR E 2L e S D T 3CFr
BHERZR-
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CONTINGENT CONSIDERATION PAYABLES
(CONTINUED)

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

24. EAHRKEER)

Period involved (note) Revenue target (Loss)/profit after
taxation target

B R (B &E) MBi% (B5E)
WEBE il |=R

RMB’000 RMB’000

ARET T ARETRT

Year ending 30 September 2017 HEZZ—tFNA=THLEFE 10,900 (19,700)
Year ending 30 September 2018 BE_Z—)\GFNAA=THILFE 98,000 17,500
Year ending 30 September 2019 BE_Z-NFNA=THILFE 231,000 67,300
Year ending 30 September 2020 BE_Z-_TFENA=THILFE 231,000 64,300
Year ending 30 September 2021 HEZZ-_—FNA=THLEFE 231,000 62,500

Note:

There are a minimum threshold for the revenue target and
loss after taxation of Capital Land for the year ending 30
September 2017. Revenue and loss after taxation for that year
should be not less than RMB5,700,000 and not more than
RMB22,400,000 respectively in order to be entitled for that’s
year’s contingent consideration. There is no such limit for the
remaining years.

If the actual results of Capital Land for the period from 1
October 2016 to 30 September 2017 do not meet the Profit
Target and Revenue Target (collectively “Performance Target”),
the Company can recover part or all of Initial Consideration
Shares, according to an adjustment mechanism primarily based
on the shortfall between Performance Target and the actual
results of Capital Land divided by the number of Consideration
Shares. If the actual results of Capital Land for the remaining
period do not meet Performance Target, the Company will
adjust contingent consideration based on an adjustment
mechanism primarily based on shortfall between performance
and actual result of Capital Land divided by the number of
consideration shares.

Bet

ST Btk 5 BRI RE—F—+FAA=+8
ILEEREREES « FITHREEERG B ST AL
RA 5,700,000 % i 14 ETHE T 52 A R #522,400,000 ° 1R
BT EEABRITLETS, -

W IER—E—A"FtA-—HBE_F—tFhA=1THHHE
MEREEER T XAEET B R kKRR (SRR [RR
BR]) - RIARA R AR R B S @B D K2 B B
0 - I ERIARE B IRE ST BREANZHRIAKE
IR EVEE RERE - MAUIRNER T BB ER EEENTX
FrERIE B R - BIARASRIEFHEEGAELNKE - Z
HEBURTERE EEREENZRRER -

PHEASZRERAT —E-LFEERSE
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

24.

CONTINGENT CONSIDERATION PAYABLES
(CONTINUED)

At the acquisition date, the fair value of the
contingent consideration shares of RMB13,910,000
was determined by reference to the quoted market
price of the Company’s share of HK$0.42 (equivalent
to RMBO0.37) each at the date of acquisition
multiplied by the number of contingent consideration
shares (37,455,224 shares in total of which
16,266,667 shares have been issued on 15 November
2016).

As the considerations shares are subject to lock-up
and dealing restrictions and adjustments, they were
classified as financial liabilities and subsequently re-
measured at fair value.

Capital Land failed to meet the minimum threshold
of the Revenue Target for the year ended 30
September 2017. The 16,266,667 shares issued in
advance on 15 November 2016 were recalled by the
Company and all sold to an independent third party
at a price of HK$0.199 per share for cash during the
year. As at 31 December 2017, management revised
the profit forecast of Capital Land and reassessed
the possibility and extent for Capital Land to meet the
Performance Target in the future. Accordingly, the
fair value of the contingent consideration payables
was re-measured as at year end and approximately
RMB8,507,000 fair value gain was recorded in the
profit or loss.
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FEFSRARMKME ()

RIKEBH KRREBRGONAALABEARE
13,910,000 70 A 2 E AU HE B AR R R & D | A& T
HRBE0.42B L (ERARK0.3770) FUARARKE
RZAD AL SR (& $£ 37,455,224 B% &1 16,266,667 A%
E-ZT—Ft+—A+RBERTETE -

HRRERNZRNEERR ZREINAE - BF
BAOBRERABRERENRTEEAAE

RIEAEREEE-_S—tFNA=THLEFE
Mz B ENRERE - R —_T—A"E+—A+H
B 2R3 17 H9 16,266,667 B i 1D B B A A 7D -
I RERIRTR0199BITHEREIE TIB LS
=HUBERE R _ZE—+tFF+_A=+—8
EREEE SRR IEAENBATEGHTERAE
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RARENARBEERFREFTE BOARE
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Notes to the Consolidated Financial Statements

25. DEFERRED TAX ASSETS/(LIABILITIES)

The components of deferred tax assets and liabilities
recognised in the consolidated statement of financial
position and the movements are as follows:

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

BEEBIEEE (Af)

FEA BTSRRI E B 7 R 8 AR K
HHRHBHIT -

Fair value

adjustment

Tax onintangible
loss assets Total

BEEE
HIEBE ZARERE et
RMB’000 RMB’000 RMB’000
ARBT T AR¥T T ARBT T
At 1 January 2016 RZE—XRF—H—H — (666) (666)

Acquired through business BIBETEE TR

combination 1,028 - 1,028
Credited to profit or loss (note 15) s+ A8z (FizE15) 5,270 222 5,492
At 31 December 2016 RZE—ARF+=A=1+—H 6,298 (444) 5,854
Credited to profit or loss (note 15) s+ Af825 (FizE15) - 222 202
At 31 December 2017 RZZE—tF+=-HA=+—H 6,298 (222) 6,076

In accordance with the accounting policy set
out in note 4(j), the Group has not recognised
deferred tax assets totaling RMB20,595,000 (2016:
RMB1,077,000) in respect of certain accumulated
tax losses of RMB82,380,000 (2016: RMB4,308,000)
as it is not probable that future taxable profits against
which the losses can be utilised will be available in
the relevant tax jurisdiction and entity.

RIBEMFA) T SETEER - AEBEUWERSE TR
TR IEE B A R #82,380,0007T( ZF —NF A
R #4,308,0007T ) BMRELEHIBEEE BT ARK
20,595,000 (ZF—7~F : AR¥1,077,0007T)
REANEEHBERAER R TR - AJaEm KR
JE R A AT E) P 18 o

PHEASZRERAT —E-LFEERSE
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e IR AR

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

26. SHARE CAPITAL 26. /A
Authorised and issued share capital EERBRITIRA
2017 2016
“E-tE “ERE
Equivalent to Equivalent to
Number HKD’000 RMB’000 Number HKD'000 RMB’000
BER BER
%8 TEnr  ARETn gE TEn  ARETR
Ordinary shares of HK$0.01 each SRAE0 AT Z LR 8,000,000,000 80,000 67,024 8,000,000,000 80,000 67,024
Issued and fully paid BETREHHZ
Ordinary shares Lk
At beginning of the year WER 1,207,246,376 12,072 9,884 1,200,000,000 12,000 9,821
Issue of shares for payment BORBBELN
of senvice fee RE&E - - 7,246,376 7 63
Issue of share under placing RERERTRG
(note () (W) 200,000,000 2,000 1,767 . - -
Issue of shares in relation to recaled  E/TEEKEZKE
consideration shares (note (b) Wf3 2B (Biz (o) 16,266,667 163 187 16,266,667 163 144
1,423,513,043 14,235 11,788 1,223,513,043 12,235 10,028
Less: consideration shares whichare 3t : & FAREIHIE(E
subject to recall (note (o)) GG ) - - (16,266,667) (163) (144)
At end of the year RER 1,423,513,043 14,235 11,788 1,207,246,376 12,072 9,884
Notes: Hiat -
(a)  Under the placing took place during the year ended @ BREREE-FT—F1+=A=1—HIFERETH

(®)

31 December 2017, 200,000,000 new ordinary shares
of HK$0.01 each were issued at a price of HK$0.265
per share. A sum of approximately HK$50,700,000
(equivalent to RMB43,183,000) in cash was received
in the placing, after the net of related expenses borne
by the Company of approximately RMB1,881,000. The
directors considered that the placing was taken place for
the purpose of raising sufficient fund for general working
capital and expansion of business.

Included in the shares issued for acquisition of a
subsidiary were 16,266,667 shares which were subject
to lock-up and dealing restrictions and adjustments.
As at 31 December 2016, these shares were classified
as financial liabilities until the date for the release of the
relevant restrictions. During the year ended 31 December
2017, all the 16,266,667 shares were recalled by the
Company and sold to an independent third party as
detailed in note 24.
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&+ B#ZERIR7 0.265 5 T2 (B 77 200,000,000
RERETE0.01 570 2 FTEBR - RITEFR BB 2
B &T1#950, 700,000/ 7T (1HERA R#43,183,0007T ) (A€
HI 7 2 AR HE R A B FT 5 A9 B #K 1,881,0007T) °

H) B HIE 2 MAETT °

FRREE LR B ER %R A 16,266,667 R K 17
FIAMIE —Z B A FIE EITHIR 0 o R=ZF—NF
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BIfERR 2 F B o AR 24 TR - R E—F—+
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A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

27. NON-CONTROLLING INTERESTS 27. FEERRREZ
Capital Land, 51% owned by the Group, and Beijing I (AAEEESES1%) LR SBREEREAR
Yiju Creative Technology Limited (“Yiju Creative”), RAal([HZEIE]) (AAEEESF80% (ZZF—<
80% (2016: 65%) owned by the Group, have material & :65%)) ER BRI E R ([ R MER )
non-controlling interests (“NCI”). Summarised BRI RSB A S 1 & B N84 AT A E it B 7%
financial information in relation to the NCI of Capital ER25)mT

Land and Yiju Creative, before intra-group elimination
are presented below:

(a) Capital Land (@ I
From For the period
1 January 2017 from date of
to acquisition to
31 December 31 December
2017 2016
R-ZE—tF BYEERIRE
—A—HBZ =Z—_ZT—XRF
=2+ +-A=t+—H
+=—A=+—H 1FHAFE
RMB’000 RMB’000
AR%T T ARBTT
Revenue Wz 3,128 43
Loss for the period HAfE 1R (13,162) (2,215)
Total comprehensive loss A2 EEERSE
for the period (13,162) (2,215)
Loss and total comprehensive %3 it 2 FEI5 IR R 2 AU fE5 18 1
loss allocated to NCI FHEEIBEE (6,449) (1,086)
Cash flow used in operating LETRARESRE
activities (11,604) (109)
Cash flow (used in)/generated ~ &&EE (FTR) EABEELRE
from investing activities (30) 1
Cash flow generated from BMERDELRENE
financing activities 11,500 -
Net cash outflow e RLF5E (134) (108)
As at 31 December 2017 2016
Rt+t=—A=+—8H —E—tF —E—RF
RMB’000 RMB’000
AR¥T T ARBT T
Non-current assets IEMENEE 2,099 2,390
Current assets MBNEE 6,573 18,479
Current liabilities mEaE (2,184) (1,219
Net assets BEFE 6,488 19,650
Accumulated non-controlling ZET IR
interests 3,179 9,628
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for the year ended 31 December 2017
BE-ZE—tHF+-A=1+—-HLFE

27. NON-CONTROLLING INTERESTS 27.
(CONTINUED)

(b) Yiju Creative

FFER B ()

(b) ZRAR

From  For the period
1 January 2017 from date of
to acquisition to
31 December 31 December
2017 2016
R-ZE—tF BgUIEHARE
—BA—HZE ZE—ZT—~
—F-tf& tZA=1—H
+=A=+—H 1EHARE
RMB’000 RMB’000
ARET T ARETTT
Revenue Was 11,519 120
Loss for the period B E1E (42,563) (9,022)
Total comprehensive loss R mEEELR
for the period (42,563) (9,022)
Loss and total comprehensive it & FFIE IR HYE1E &
loss allocated to NCI (note) ZHEEARE (M) - =
Cash flow (used in)/generated & &E8) (FTA)  ELRERE
from operating activities (84) 635
Cash flow used in investing KERDARERE
activities (59) (168)
Net cash (outflow)/inflow Be (ORE)/RAFE (143) 467
2017 2016
—E—tHF —E—RF
RMB’000 RMB’000
ARET T AREFIT
As at 31 December Rt+t=A=+-—8
Non-current assets IEmENEE 4,109 4,119
Current assets MEEE 57,722 5,606
Current liabilities mEEE (112,473) (17,804)
Net liabilities BEFEE (50,642) (8,079)

Accumulated non-controlling
interests (note)

Note: The Group confirmed that non-controlling

RE SRR (M EE)

Mzt

interest of Yiju Creative have no liabilities on the

accumulated losses incurred.
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Notes to the Consolidated Financial Statements

28. RESERVES

The Group

(@)

The following describes the nature and purpose
of each reserve within owners’ equity:

Share premium

Under the Companies Law (Revised) Chapter
22 of the Cayman Islands, share premium
of the Company is available for paying
distributions and dividends to shareholders
subject to the provisions of its Memorandum
and Articles of Association and provided that
immediately following the distributions or
dividend payments, the Company is able to pay
its debts as they fall due in the ordinary course
of business.

Other reserve
[t represents the fair value of the share-based
payments over the consideration received.

Merger reserve

It represents the difference between the
nominal value of shares issued by the
Company and the aggregate fully paid
registered capital of subsidiaries pursuant to
the group reorganisation in 2015.

28. f#f&

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

FEE

(@)

TXHAEEARDZE NEREEIEENA

%

K18
REFAEHREREVERENF22E - AR
AR KK ER SR AIE LR X558
RPEEIHZER  ARAAENSESE
BRAMEARZRET  BARBZBDHE
RERBRRD IR MK ERS -

H 1t 1E 1
Hig AR D SER N RA R ERE WK E
ZER

=N
HEARRERHTROAERREN _T—1H
FEESHNBRARNGTEMEANREZME
MEE -

PHEASZRERAT —E-LFEERSE
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

28. RESERVES (CONTINUED)

(b)

Reserves of the Company

28. f#fR (M)

(b) ARQBEREE

Movements in the Company’s reserves are as RARFEE 2 EEAT ¢
follows:
Share Accumulated
premium losses Total
BRAD BB ZETEB1E HaEt
RMB’000 RMB’000 RMB’000
AREFIT AREFIT ARETIT
Balance at 1 January 2016 RZZE—XF—A
—RB &% 95,164 (9,690) 85,474
Issue of shares for payment BT RIESZ AT
of service fee P75 % 17,149 = 17,149
Loss for the year FRNEE - (2,165) (2,165)
Balance at 31 December 2016 W -ZT—"&F+ 8
and 1 January 2017 =t+—HkK
—Z—+F—H—H
2 EEAR 112,313 (11,855) 100,458
Issue of shares under placing RIRREEITRG
(note 26(a)) (MI7E26(a)) 43,183 = 43,183
Issue of shares in relation to BTARE 2 KE
recalled consideration shares I& 5 2 Bz in
(note 26(b)) (Mf7E26(0)) 2,600 = 2,600
Loss for the year FANEE - (13,978) (13,978)
Balance at 31 December 2017 W_ZT—+&+_—#
=t+—Hz#&H% 158,096 (25,833) 132,263
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Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

- Represents amount less than RMB1,000

On behalf of the board of directors

Philip Jian Yang
oyl

29. STATEMENT OF FINANCIAL POSITION OF 29. AQFBMBEMRRE
THE COMPANY
2017 2016
—E—tF —T—RE
Notes RMB’000 RMB’000
BizE ARET T ARETTT
Non-current asset FREBEE
Investment in a subsidiary R—TEKM B A RMIEE = =
Total non-current assets FRBEELE = =
Current assets REEE
Amounts due from subsidiaries R NG 141,310 67,234
Prepayment B F08 2,784 29,308
Cash and cash equivalents RE MREEEY 10,482 16,321
Total current assets hREBEEAE 154,576 112,863
Total assets BEEHRE 154,576 112,863
Current liabilities wEAE
Accruals and other payables JFERTE A M A 5kE 10,525 2521
Net current assets REBEEFE 144,051 110,342
Total assets less current liabilities BEERRBERS 144,051 110,342
NET ASSETS EEZRE 144,051 110,342
Equity attributable to owners KARHEE AELRER
of the Company
Share capital B 26 11,788 9,884
Reserves it 28 132,263 100,458
TOTAL EQUITY s 144,051 110,342

. HEEELRA LK 1,0007T

RREFE

Yang Shiyuan
HE

HEAISEZERERAR

S i

Iff
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Notes to the Consolidated Financial Statements
A IS ERRMET

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

30. OPERATING LEASES 30. R&EHE
Operating lease payments represent rentals payable KEHENREAEE e TEAEYEEFAHE
by the Group for certain of its lease properties. % HBKEEA—FEL+F  HEBETHRHE
Leases are negotiated for terms between 1 year HEAEEE I RNES -

to 7 years at fixed rentals or at rentals with fixed
percentage of increment in agreed time frame.

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR¥T T ARBTIT

Minimum lease payments =EEERNK 3,649 4,048
The total future minimum lease payments are due as AREIEEEN T AR RBEROT

follows:

2017 2016

—E—tF A

RMB’000 RMB’000

AR®TR ARET T

Not later than one year TER—F 4,504 5,217

Later than one year and BRA—FETNERRAF
not later than five years 20,350 24,304
Later than five years BRAF 5,247 14,641
30,101 44,162
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Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

RELATED PARTY TRANSACTIONS 31. BEFRS

(@ In addition to the transactions and balances (a)
disclosed elsewhere in this consolidated
financial statements, the Group had the
following significant transactions with related
parties during the year:

BB MR R MDA RER S R & &R

G\

REAREEEBESBATEARS

2017 2016
—E—+tF —Z—K

Related party relationship Type of transaction RMB’000 RMB’000
BESBE ¥R AR¥T T ARETT
Shareholder A Salaries 75 75
BEYN e
Shareholder B Salaries 75 75
Y= e

(o)  The amounts due from non-controlling interests (b) BUCEEREZRBAEER RERREXK
are unsecured, interest-free and repayable on Fr{EE o
demand.

(©) The remuneration of directors and other c ESZ=RHEMETEZEEBEEKRERFERNZFHHEN
members of key management during the year ™

was as follows:

2017 2016

—E—tF —ZE—RF

RMB’000 RMB’000

ARET T ARETIT

Wages and salaries ITERES 3,994 4,350
Social insurance and housing fund ~ HE2REEEEATEE 114 143
Mandatory provident fund SBEIENTES 51 30
4,159 4,523

The emoluments paid or payable to members of key
management were within the following band:

ENSEMNERZEEENE 2MEBENATAR

2017 2016
—E—+tF —F—R
No. of No. of
individuals individuals
AE AH
Nil to RMB1,000,000 &= AR¥ 1,000,000 7T 5 7
TERIEZERERAT —E—tFFERS
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for the year ended 31 December 2017
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32.

SUBSIDIARIES

The particulars of the Company’s principal
subsidiaries as at 31 December 2017 are as follows:

Name

New Talent Media Company Limited
IRBECERBRAR

Starry Knight Entertainment Co., Ltd.*
REERGER U R RBRAR

Beiing Joy Star Production Co., Ltd.*
ERXFEDTE U ERERAT

Beiing New Image Media Co. Ltd.*
RS BRI ERBRAR

Beijing Great Wise Media Co., Ltd.”
ERRBEA U BREB AR

Beijing Emphasis Media Co. Ltd.*
FRERDRERERAR

Beiing Octagons Impact
Communications Co. Ltd.*

ERNTERBREARAT]

Capital Land Digital Entertainment
Co. Ltd.
RIBER (ER) BIRERAR

Beiing Yiju Creative Technology
Limited*
IR SRAENRBRAR

* For identification purpose only

Country and
date of
incorporation

PRC

25 December 2013

HE
“Z-=%#+-A-t+AA

PRC

3 September 2009
e
“ETNENAZR

PRC

27 December 2006

HE
ZETFtZAZ+tA

PRC

23 February 2005

HE
“ZTRF-A-T=H

PRC

17 July 2003

E
“EER=FLATLA

PRC

17 July 2002

HIE
“TE-_FtA++A

PRC

16 February 2015
i
ZZ-RFZA+H

PRC

17 May 2016

HE
“2—~ERATtA

PRC

3 November 2014
il
“Z-mF+—-A=H
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32. fEAT

ARENT -

Particulars of
Place of issued and paid up
operation and share capital/

principal activity

PRC,
Investment
holding

RE - RERR

PRC,

Program production
and event organisation
e - R BHE
REDEH

PRC,

Program production
and event organisation
i - fiE SHE
RESER

PRC,
Program production

RN

PRC,
Program production

E - ERSE

PRC,
Program production

TE - EESE

PRC,

Provision of integrated
marketing services
HE - R
LR

PRC,

Provision of entertainment
on Demand System

and related services

HE - RERETERS
RARE R

PRC,

Provision of mobile live
broadcasting and
€-commerce services

E - REBHERRERRS

registered capital

HK$71,270,000
71,270,000/ 75

RMB3,000,000
AR 3,000,0007T

RMB3,000,000
AR 3,000,000

RMB3,000,000
AR 3,000,0007T

RMB3,000,000
AR 3,000,0007T

RMB6,000,000
AR#6,000,0007T

RMB3,750,000
ARE 3,750,000 7T

RMB3 434,694
AR 3,434,604 T

RMB1,260,000
AR#1,260,0007C

ARBNRZE—+E+_A=+t—HBHHNTEHMBL

Percentage of

ownership interests/
voting rights/profit share
Directly

Indirectly
E# 3

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%
(2016: 80%)
(ZZ—7"F : 80%)

= 51%

= 80%

(2016: 65%)
(ZZ—"F 1 65%)
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34.

Notes to the Consolidated Financial Statements
A HRRMEE

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

SUMMARY OF FINANCIAL ASSETS AND 33. RERNEIHNEREERSHEBZHE

FINANCIAL LIABILITIES BY CATEGORY

The following table shows the carrying amount and
fair value of financial assets and liabilities:

TRITEREERBBENRAENRAAE

2017 2016
—E—+tF —E—RF
Carrying Carrying
amount Fair value amount  Fair value
BREE ARE REE NI
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETR AR%TR ARETIT ARETT
Financial assets ERMEE
Loans and receivables EAREWFIE
— Cash and cash equivalents —Be KR EEY 18,381 18,381 43,349 43,349
— Trade and other receivables — 85 K HAMERFIE 3,093 3,093 38,526 38,526
Financial liabilities measured REBHR AR
at amortised cost ZEma s
— Trade payables — B S EMNKIA 9,681 9,681 1,712 1,712
— Other payables — H eI 5RIE 5,165 5,165 10,160 10,160

Financial instruments not measured at fair value WHEARBEFE e T ARRR e RASERE
include cash and cash equivalents, trade and other Y  BESREMEWFIBERE S REAERTIE -
receivables, and trade and other payables.

Due to their short term nature, the carrying value AR RS GRS - BREEEAAEREE °
approximates to fair value.

FINANCIAL RISK MANAGEMENT 34. BERRER
The main risks arising from the Group’s financial
instruments in the normal course of the Group’s

AEBERTARNAEEER —RBRETEENE
ZRBRAEERR RBESER  MEXEAREE

business are credit risk, liquidity risk, interest rate risk W o
and currency risk.
(@) Creditrisk (@) FEERR

The Group’s credit risk is primarily attributable
to its trade and other receivables and bank
deposits. Management has a credit policy in
place and the exposures to these credit risks
are monitored on an ongoing basis.

AEENEERBRERKREE S REMBAK
BRBTER - ERERET - HEERE
YHEERZEERERR -

PHEASZRERAT —E-LFEERSE
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for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

34. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(@)

(b)

Credit risk (continued)

In respect of trade and other receivables,
individual credit evaluations are performed
on all customers requiring credit over a
certain amount. These evaluations focus
on the customer’s past history of making
payments when due and current ability
to pay, and take into account information
specific to the customers as well as pertaining
to the economic environment in which the
customers operate. Ongoing credit evaluation
is performed on the financial condition of trade
customers. Trade receivables are due within
0-90 days from the date of biling. Normally,
the Group does not obtain collateral from
customers.

At the end of reporting period, the Group has
a certain concentration of credit risk as 85%
(2016: 20%) and 86% (2016: 44%) of the total
trade and other receivables was due from one
major customer and five largest customers
respectively.

Substantial bank deposits are held in major
financial institutions which management
believes are of high credit quality.

Liquidity risk

Individual operating entities within the
Group are responsible for their own cash
management, including the short term
investment of cash surpluses and the raising
of loans to cover expected cash demands,
subject to approval by the parent company’s
board when the borrowings exceed certain
predetermined levels of authority. The Group’s
policy is to regularly monitor its liquidity
requirements and its compliance with lending
covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines
of funding from major financial institutions to
meet its liquidity requirements in the short and
longer term.

All the Group’s financial liabilities at the end
of the reporting period are due on demand or
within one year.
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34.

MR ERE ()
(@) FEERREER

(b)

AEZSREMREFTIAMNS  BABEEREE
HEBETERNEP  BEETEEEN
it - WEEEHEETRELBESN ISR
B EE NIRRT - UREREIRF
ZEABERREPEEME ZLBERE - K
SESEUEZIEPNMBIRAETEEN
%o BHRUIAEHZEAHESF0E00HE
H o @%  ARBA T REF YIRS

RBEPRR AEEGFE—ENEESFRR
b AE S K EMBEKRFIERRE Z285%(=ZF
— 7N 1 20%) 2 86% (ZZF— 7N 1 44%)
FlARKE —BEEEFRAATF °

EEERS RIBSHBBHANARIR
TERNEELERS -

RBETER

AEEBE T ZEEEERATATERRER
T BRETEHRESAMRREREBEEFT
FENFERRERRK  EHERBEBRLEE
HETERBEKER  ERGBEAREZGZH
o AEENRRREMERERBDESEX
REEBEZONARIBEN - BREGRTHER
RBIGIECHBBREAEAHREER
B RN REHRBESFER -

Rs ik - AEEFELBAAARERS
R—EHIE -



Notes to the Consolidated Financial Statements

34. FINANCIAL RISK MANAGEMENT
(CONTINUED)

()

(d)

Interest rate risk

As the Group has no significant interest-bearing
assets and liabilities, the Group’s income
and operating cash flows are substantially
independent of changes in market interest rate.

Currency risk

The Group is exposed to currency risk on
certain of its financial instruments which are
denominated in a currency other than the
functional currency of the operations to which
they relate. The currencies giving rise to this
risk is primarily HKS.

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

MR ERE ()

(c)

(d)

AR E R

RRAKEYEEAGFEEERAR  A%HE
REDWAREER S REBLN TSN EH

B EER

AEEHRNESERREESETSRTAE
RAESEAMIINGEERAIZEREFE -
ELXHRRNEETRRET o

2017 2016

—E—+tF —E—RF

HK$’000 HK$’'000

FH&T T

Cash and cash equivalents Be MREeEEY 15,843 32,417
Accruals EETER (1,919) (2,819
13,924 29,598

The following table indicates the approximate
change in the Group’s loss for the year and
accumulated losses in response to reasonably
possible changes in the foreign exchange
rates to which the Group has significant
exposure at the end of reporting period. A
positive number below indicates a decrease
in loss and accumulated losses where the
RMB weakens against the relevant currency.
For a strengthening of the RMB against the
relevant currency, there would be an equal and
opposite impact on the loss and accumulated
losses, and the balances below would be
negative.

TRIMAKEFAERE R RFTERERANEHE
FEREHRMEEAR A IR IMNERE KA 5k
BemELENROES o TRIESFBRMEEA
REHERERRE  BRERRFABRAD
HWARBLEREEHE HEBEMRER
BERERNEFEXE MIRZERBLE
o

PHEASZRERAT —E-LFEERSE
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Notes to the Consolidated Financial Statements
RE R RME

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

34. FINANCIAL RISK MANAGEMENT 34. HIKERREE (&)
(CONTINUED)
(d) Currency risk (continued) (d) E¥EkE(E)
As at December 2017 As at December 2016
R-B-+F+=AH RZE—~"F+=H
Effect on Effect on
Increase in loss for Increase in loss for
foreign the year foreign the year
exchange and accumulated exchange and accumulated
rate losses rate losses
HERBAR _ HERBER
NEEREN RAFENFE NEERL) ZHEENTE
RMB’000 RMB'000
ARBTR ARBTT
HKS BT 5% 582 5% 1,301

The sensitivity analysis has been determined
assuming that the change in foreign exchange
rates had occurred at the end of the reporting
period and had been applied to each of the
group entities; exposure to currency risk for
both derivative and non-derivative financial
instruments in existence at that date, and that
all other variables, in particular interest rates,
remain constant.

The stated changes represent management’s
assessment of reasonably possible changes
in foreign exchange rates over the period
until the next annual reporting date. Results
of the analysis as presented in the above
table represent an aggregation of the effects
on each of the group entities’ loss for the
year and equity measured in the respective
functional currencies, translated into RMB at
the exchange rate ruling at the end of reporting
period for presentation purposes.
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PSS EERENEE TFEHRHRA YIS
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35.

Notes to the Consolidated Financial Statements

CAPITAL MANAGEMENT

The Group’s objective of managing capital is to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain
an optimal capital structure to reduce cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, issue
new shares or sell assets to reduce debts.

The capital structure of the Group consists of
equity attributable to owners of the Company of
RMB102,397,000 only, comprising share capital and
reserves.

e IR AR ML

for the year ended 31 December 2017
BE-Z—tF+t-A=t—HILFE

35. EXEE

AEBEZEAERBRDNREARENFELE -
AR B RIR A B3R K A E A F s AR R & R A as
HRREBEAEBIARD B R

RRFYAFBREARRE  AEEHSRHBIRMBER
MRS MREADR  BITHRIHEERE
LARLAMERS

REBMERPBEVEANGNEA ABMEERAR
#102,397,000 7T (B IERRAS K &) ©

PHEASZRERAT —E-LFEERSE
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Financial Summary
BT HEE

for the year ended 31 December 2017
BE-Z—tHF+-A=1+—-HLFE

Year ended 31 December

BE+T-A=+—HLEE

2013 2014 2015 2016 2017
ZE—=F ZT—NF ZT—hHF ZT—RF ZB—tF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARETITT ARETTT ARETTT ARETx
RESULTS £
Turnover EERE 48,479 56,144 72,596 78,435 20,085
Profit/(loss) before income tax ~ BRFT{SEIANER
(B#E) 2,804 9,205 4,101 (22,378)  (79,980)
Income tax (expense)/credit FTS® (F) #HE® (832) 2,712) (3,784) 4,669 189
Profit/(loss) for the year FRmF, (EE) 1,972 6,493 317 (17,709)  (79,791)
Attributable to: JFE1G :
Owners of the Company iN/NCIEZ =N 1,972 6,493 528 (16,138) (73,292)
Non-controlling interests P S = - 211) (1,571) (6,499)
1,972 6,493 317 (17,709)  (79,791)
As at 31 December
B+=BA=+—H
2013 2014 2015 2016 2017
—B-=F —T-F —T-hF —T-RF ZT—LF
RMB'000 RMB’000 RMB'000 RMB’000 RMB’000
ARBT T ARBTT ARETT ARETIT AR%ETR
ASSETS, LIABILITIESAND ¥E - &8FR
NON-CONTROLLING FEFERR R AR
INTERESTS
Total assets BEMBE 34,284 42,517 150,413 168,187 129,965
Total liabilities B (585 (19,230)  (19,034)  (22,452)  (29,568)  (24,389)
Net assets BEFE 15,054 23,483 127,961 138,619 105,576
Non-controlling interests IR = = (539) (9,682) (3,179)
Equity attributable to the RATHEB A
owners of the Company FEfR TR 15,054 23,483 127,422 128,937 102,397

The summary of the consolidated results of the Group for
the two years ended 31 December 2013 and 2014 and the
consolidated assets, liabilities and non-controlling interests
of the Group as at 31 December 2013 and 2014 have
been extracted from the Prospectus. Such summary is

presented on the basis as set out in the Prospectus.
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