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

GEM has been positioned as a market designed to accommodate small and mid-sized 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.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board 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, makes
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 Aurum Pacific (China) Group Limited (the “Company”) collectively and
individually accept full responsibility, includes 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: (1) the information
contained in this report is accurate and complete in all material respects and not misleading or deceptive; (2) there are no other
matters the omission of which would make any statement herein or this report misleading; and (3) all opinions expressed in
this report have been arrived at after due and careful consideration and are found on bases and assumptions that are fair and
reasonable.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWAR DM

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2019, the Company and its subsidiaries
(collectively referred to as the “Group”) recorded a total revenue of
approximately HK$40,073,000, among which, the interest income from the
money lending business through a wholly-owned subsidiary (the “Money
Lending Business”) achieved a significant increment to approximately
HK$17,040,000 as compared with that of approximately HK$13,473,000
in 2018. The developing and marketing of the patented server-based
technology and the provision of communications software platform, software
related services and the custom-made software development services (the
“Software Platform Business”) also made a positive contribution in revenue
of the Group during the year ended 31 December 2019 as it generated a
segment revenue of approximately HK$20,107,000 as compared with that
of approximately HK$18,603,000 in 2018. The revenue growth in these two
segments offset the decrease in segment revenue from the game publishing,
development of mobile game and related intellectual property and platform,
mobile application and data solutions and provision of IT related solutions
(the “Mobile Games and Applications Business”) to a certain extent during
the year. This has nevertheless resulted in a decrease in total revenue
of approximately HK$13,895,000 or 25.7% as compared with that of
approximately HK$53,968,000 in 2018.

Cost of Sales
For the year ended 31 December 2019, the cost of sales of the Group

amounted to approximately HK$4,598,000 (2018: approximately
HK$9,124,000), which mainly comprised purchases and staff costs.

Gross Profit

As a result of the decrease in the total revenue as discussed above, gross
profit of the Group decreased by approximately 20.9% to approximately
HK$35,475,000 (2018: approximately HK$44,844,000) while the Group
maintained a high gross profit margin of approximately 88.5% for the year
ended 31 December 2019 (2018: approximately 83.1%).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE WL R D

Administrative and other operating expenses

The administrative and other operating expenses of the Group for the year
ended 31 December 2019 amounted to approximately HK$58,275,000
(2018: approximately HK$59,208,000), which mainly comprised
administrative expenses, research and development expenses and selling and
distribution expenses. The decrease in overall operating expenses was mainly
due to the slight decrease in research and development expenses incurred
during the year.

Finance Costs

Finance costs was approximately HK$2,327,000 for the year ended 31
December 2019 (2018: approximately HK$2,513,000), which mainly
comprised of interest on interest-bearing borrowings and interest on lease

liabilities.

Loss for the year

The loss attributable to owners of the Company for the year ended 31
December 2019 amounted to approximately HK$61,470,000, representing
an increase of approximately 57.7% as compared with that of approximately
HK$38,967,000 in 2018. The increase in loss was mainly due to (i) the effect
of the decrease in segment revenue of Mobile Games and Applications
Business; and (i) such result performance did not meet the Company’s
expectation that an impairment loss of approximately HK$44,975,000 was
recorded in goodwill relating to the acquisition of 60% equity interests in

First Surplus Investments Ltd. and its subsidiaries in 2016.

DIVIDEND

The board of Directors (the “Board”) does not recommend the payment of
any final dividend for the year ended 31 December 2019 (2018: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWAR DM

BUSINESS REVIEW AND PROSPECT

For the year ended 31 December 2019, the Group continued to focus on
three principal businesses, they are (i) Software Platform Business, (ii) Mobile
Games and Applications Business and (iii) Money Lending Business.

Software Platform Business

Software Platform Business had performed satisfactorily and accounted for
approximately 50.2% (2018: approximately 34.5%) of total revenue for the
year ended 31 December 2019. This sector witnessed an overall growth in
terms of products development and customer base, resulting in an increase
of approximately 8.1% in segment revenue for the year ended 31 December
2019. As the market remains to be highly competitive and fast-changing,
the Group will continue to allocate adequate resources to meet the evolving
industry standards in satisfying customer’s demand.

Mobile Games and Applications Business

The management’s effort has been allocated in line with the Group’s
business strategy to license out our games or related intellectual properties
to well established game operators for stable and secure income. The
licensing agreement that we signed with an established publisher in the
People’s Republic of China (the “PRC") for granting them with the exclusive
operation and publishing right on our major game in the year of 2018 was
completed in the second quarter of year 2019. The Board affirms to this more
conservative sales strategy for the other mobile games developed and owned
by the Group in order to reduce the investment costs.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE WL R D

Amid the fierce competition induced by frequent introduction of new
games by game developers both domestically and internationally, fast
and rapid technological advancement, rising cost in producing hit game
titles and regulatory restrictions for online game industry in the PRC, these
challenges negatively impact the industry as well as the Group’s mobile game
segment. The regulatory control imposed in 2018 has brought disruptions
and slowdown to the mobile game industry in the PRC market and affected
the valuation of many game developers and operators. While this lethargic
market sentiment continued, there were obstacles along our way of exploring
cooperation and partnership prospect with game publishers and tech
innovators that no licensing arrangement was concluded for the year ended
31 December 2019. It resulted in a decrease in the segment revenue of the
Mobile Games and Applications Business of approximately HK$18,966,000
from approximately HK$21,892,000 in 2018 to approximately HK$2,926,000
for the year ended 31 December 2019. The deterioration of the financial
performance of Mobile Games and Applications Business also caused the
Board to revise the forecast of the Mobile Games and Applications Business
for the coming years with a more prudent approach and that an impairment
loss of goodwill of approximately HK$44,975,000 was accounted for the year
ended 31 December 2019.

The Board will cautiously monitor the changes in the market environment
in the mobile game industry and continue to seek for opportunities in other
mobile applications markets with a view to improve the performance and

value of the segment.

Money Lending Business

Since the Group expanded this business segment by establishing a division
which is operated under the brand “EZcash” and focuses on personal loan
products, the Money Lending Business has achieved significant growth in
its financial performance and become one of the main sources of income
for the Group. The Money Lending Business generated an increment of
approximately 26.5% in segment revenue and contributed approximately
42.5% (2018: approximately 25.0%) to the Group's total revenue for the
year ended 31 December 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWAR DM

Having deployed a complete infrastructure of risk management and credit
evaluation, the management has also adopted a prudent credit policy in
conducting the Money Lending Business in order to reduce the risk of
impairment and bad debts on personal loan portfolio. However, the ongoing
Sino-US trade war and the social movements in Hong Kong since the second
half of the year 2019 exert pressure in business development of our Money
Lending Business. A series of challenges are also impeding on our business,
including keen market competition and intense price war on interest margin.
The above factors have weakened the market sentiment and created
uncertainties to Hong Kong lending market. As such, the loss allowance
relating to loans receivable increased to approximately HK$4,520,000 as at
31 December 2019 (2018: approximately HK$80,000) and caused a decrease
of the outstanding loans receivable of the Group (net of loss allowance)
to approximately HK$106,045,000 as at 31 December 2019 (2018:
approximately HK$108,519,000).

The Group expects that the downward trend would progress through the
coming year. To prepare itself in facing these challenges, the Group will
continue to adopt prudent credit policy and risk management approach,
instantly and effectively review and tighten the credit policy in order to
prevent more bad debts and losses which may be caused by impairment
thereof.

OUTLOOK

The Company expects that Hong Kong's economy will continue to slow
down amid the uncertainties of the Sino-US trade war standoff and the
social unrest in the city. The outbreak of novel coronavirus has further
increased the risk of Hong Kong'’s economic and community recovery and it
is expected that the Group’s performance will inevitably be affected. Despite
various challenges, the Group will strictly adhere to its cost control policy and
swiftly adjust its business strategies in response to changes of the external

environment.

While the Group will become more cautious in the allocation of resources,
it will continue to seek potential investment opportunities that can create
synergies to our existing business segments, at the same time bringing
growth and long-term benefits to the Company and the shareholders of the
Company as a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE WL R D

Financial Resources and Liquidity

The Group’s main business operations and investments are in Hong Kong.
As at 31 December 2019, the Group had cash and cash equivalents of
approximately HK$9,610,000 (2018: approximately HK$14,948,000). Most
of the cash and cash equivalents are denominated in Hong Kong dollars.
The Group will closely monitor the exchange rate movement and will take
appropriate activities to reduce the exchange risk.

Gearing Ratio

At 31 December 2019, total assets of the Group were approximately
HK$260,698,000 (2018: approximately HK$324,784,000) whereas total
liabilities were approximately HK$57,979,000 (2018: approximately
HK$54,208,000). The gearing ratio of the Group, calculated as total liabilities
over total assets, was approximately 22.2% (2018: approximately 16.7%)
and the current ratio, calculated as current assets over current liabilities, was
approximately 2.71 (2018: approximately 3.20). The Directors will continue
to take measures to further improve the liquidity and gearing position of the
Group.

Material Acquisition, Disposal and Significant Investment
The Group did not have any other material acquisition, disposal and
significant investment during the year ended 31 December 2019.

Capital Structure

As at 31 December 2019, the authorized share capital of the Company was
HK$120,000,000 divided into 3,000,000,000 shares of HK$0.04 each, of
which 1,272,640,000 ordinary shares were in issue and fully paid.

Use of Proceeds

As stated in the announcements dated 6 April 2018 and 25 April 2018,
the net proceeds of approximately HK$32,337,000 from the Placing
conducted in 2018 (the “Placing”) would be used as to (i) HK$10,000,000
for the development of the Money Lending Business; (i) HK$5,000,000
for the development of the Mobile Games and Applications Business; (iii)
HK$8,000,000 for identifying the potential investment in the environmental
related projects; and (iv) the remaining balance as general working capital
purposes. The net proceeds from the Placing brought forward from 2018 was
approximately HK$2,077,000. During the year ended 31 December 2019,
approximately HK$367,000 and HK$252,000 had been applied towards its
intended use for the development of the Mobile Games and Applications
Business and environmental related projects respectively. As at 31 December
2019, approximately HK$ 1,458,000 had not been utilized and would be used
as intended to the investment in the environmental related projects in the
coming year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWAR DM

Funding and Treasury Policies

The Group consistently adopts a conservative treasury policy during its
development and generally finances its operations and business development
with internally generated resources and equity and/or debt financing activities
in order to maintain a healthy liquidity position. The Group also strives to
reduce exposure to credit risk by performing ongoing credit evaluation of
the financial conditions of its clients of Money Lending Business. To manage
liquidity risk, the Board closely monitors the financial position of the Group
to ensure that the liquidity structure of the Group’s assets, liabilities and

commitments can meet its funding requirements from time to time.

Foreign Exchange Exposure
The Directors consider that the Group had no material foreign exchange

exposure.

Material Risk Factors
Details of the Group'’s financial risk and analysis are set out in note 29 to the
consolidated financial statements.

Pledge of Assets

At 31 December 2019, the land and buildings of the Group at carrying
amount of approximately HK$34,707,000 (2018: approximately
HK$38,831,000) was pledged to secure interest-bearing borrowings of a
subsidiary of the Company.

Contingent Liabilities

As at 31 December 2019, the Group maintained contingent liabilities that
are related to a corporate guarantee provided by the Company and its two
subsidiaries to a bank for the loan utilized by the Group. As at 31 December
2018, the Company had issued a corporate guarantee in respect of a loan

made by a finance company to a subsidiary.

During the years ended 31 December 2019 and 31 December 2018, two
subsidiaries of the Company leased two motor vehicles under leases at
3.5%-4.8% per annum for terms of three and five years. The Company had
issued corporate guarantee in respect of the lease liabilities with the carrying
amount of approximately HK$2,158,000 as at 31 December 2019 (2018:
approximately HK$3,188,000).
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ation policy is revised periodical

reference to market terms, company performance, individual qualifications A i%iﬁ&{l}\ﬁﬁﬁﬁiﬁ,%ﬁ jtﬁAifEFE{E;
and performance, and in accordance with the statutory requirements of the REZFIERAEERZEEENK
respective jurisdiction where the employees are employed.

12 AURUM PACIFIC (CHINA) GROUP LIMITED
Annual Report 2019



CORPORATE GOVERNANCE REPORT
EXERRE

The Company is committed to maintain corporate governance of high
standards and quality procedures. The Company has put in place governance
practices with emphasis on the integrity to shareholders and quality of
disclosure, transparency and accountability to shareholders for the sake of
maximizing returns to shareholders.

CORPORATE GOVERNANCE CODE

The Company has complied with the code provisions set out in the Corporate
Governance Code (the “CG Code") as contained in Appendix 15 of the GEM
Listing Rules of the Stock Exchange throughout the year ended 31 December
2019 except the CG Code provisions A.2.1, A.4.1 and A.6.7 with considered
reasons explained below.

Below are the major corporate governance practices adopted by the
Company with specific reference to the CG Code.

THE BOARD OF DIRECTORS

The Board is responsible for leading and controlling the Company, overseeing
as well as the supervision of its business, approval of strategic plans and
monitoring the Company’s performance. The Board delegates the day-to-day
operations to the executive directors and management, while reserving
certain key matters for its approval.

COMPOSITION

As at the date of this report, the Board comprises seven Directors, of which
three are executive Directors, namely Mr. Chan Kwun Chung, Mr. Ng
Kin Man and Ms. Sin Pui Ying; one is non-executive Director, namely
Mr. Zheng Yonggiang and three are independent non-executive Directors
(the “INED(s)"), namely Mr. Leung Man Chun, Mr. Fok Kin Fung Eric and Dr.
Lee G. Lam. There is no financial, business, family or other material/relevant
relationship amongst the Directors. The Directors’ biographical information
is set out in pages 28 to 31 under the section headed “Biographies of
Directors”.

The Board includes a balanced composition of executive Directors and INEDs
so that there is a strong independent element on the Board, which can
effectively exercise independent judgement.

The Board has the necessary skills and experience appropriate for discharging
their duties as Directors in the best interests of the Company and that the
current board size is adequate for its present operations. Each Director keeps
abreast of his responsibility as the Director and of the conduct, business
activities and development of the Company.
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the Group. There were 5 Board meetings held during the year ended 31

December 2019.

Attendance of individual Directors at Board meetings held during the year

ended 31 December 2019 were set out as follows:

bers o et on a regular basis and on ad t
the overall strategy as well as the operation and financial performance of

EEERETHRTERLERRERRETR
A& URmAREBRRRIE AR EERYT
RE - BE_F-NF+_A=1+—RLFER
HBOTRAREEEEH -

B EEHFRE—T-NAF+_A=1+—H
LTEERITZESTESHBRAMINMOT ¢

Attendance/eligible to attend

HERE,SERHERE
Board meeting General meeting
ESg83 BRERAE

Executive Directors
BTES
Mr. Chan Kwun Chung 5/5 7
BRE Bk
Mr. Ng Kin Man' 4/4 7
A
Ms. Sin Pui Ying? N/AN 3 A N/ANE A
Hem A Z 2
Mr. Lee Cheung Yuet Horace? 2/2 N/AT 3 A
B lbi e
Non-Executive Director
FHITES
Mr. Zheng Yonggiang 5/5 7
P G
Independent Non-Executive Directors
BAFHITES
Mr. Leung Man Chun 5/5 01
BT
Mr. Fok Kin Fung Eric 5/5 7
Dr. Lee G. Lam* 5/5 0/1
MG H L
Mr. Pang Siu Yin® 3/3 0/1
ZRBEES
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Notes:

1. Mr. Ng Kin Man has been appointed as an executive Director on 1 March 2019.

2. Ms. Sin Pui Ying has been appointed as an executive Director on 22 November 2019.
3. Mr. Lee Cheung Yuet Horace resigned as an executive Director on 1 April 2019.

4. Dr. Lee G. Lam has been appointed as an INED on 1 January 2019 and a member of

the audit committee on 17 July 2019.

5. Mr. Pang Siu Yin resigned as an INED and a member of each of the audit committee,
remuneration committee and nomination committee on 17 July 2019.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman (“Chairman”) is responsible for the leadership of the Board,
ensuring its effectiveness in all aspects of its role for setting its agenda and
taking into account any matters proposed by other directors for inclusion in
the agenda while the chief executive officer (the “CEQ") is responsible for
the day-to-day management of the Group's business.

Under the CG Code provision A.2.1, the roles of chairman and CEO should
be separate and should not be performed by the same individual.

On 1 October 2018, Mr. Chan Kwun Chung has been appointed as the CEO.

Following the resignation of Mr. Chan Wai Kit as the deputy chairman of the
Company on 1 November 2018, the Company does not have Chairman for
the time being. However, the Board is of the view that the balance of power
and authority is ensured by the operation of the Board, which comprises
experienced individuals who would from time to time discuss issues affecting
operations of the Company and the Group. This arrangement can still enable
the Company to make and implement decisions promptly, and thus achieve
the Company'’s objectives efficiently and effectively. The Company will, at the
time when it thinks fit, arrange for new appointment of the Chairman.
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NON-EXECUTIVE DIRECTOR

The Code provision A.4.1 of the CG Code stipulates that non-executive
directors should be appointed for a specific term. Currently, all the INEDs
have entered into letter of appointments with the Company for an initial
term of three years. The non-executive Director was not appointed for a
specific term but all Directors are subject to retirement by rotation and
re-election at the annual general meeting in accordance with the Articles
of Association (“Articles”). Moreover, according to the Articles, all Directors
newly appointed to fill a casual vacancy are subject to election at the next
following general meeting following their appointments. The Board considers
that sufficient measures have been taken to ensure that the Company’s
corporate governance practices are no less exacting than those prescribed by
Code provision A.4.1 of the CG Code and therefore does not intend to take
any steps in this regard at the moment.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The CG Code provision A.6.7 requires that independent non-executive
directors should, among others, attend general meetings and develop a
balanced understanding of the views of shareholders. There is satisfactory
attendance at Board meetings, Board Committee meetings and the general
meeting during the financial year ended 31 December 2019 except that three
INEDs did not attend the annual general meeting of the Company held on 31
May 2019 due to their other important engagements at the relevant time.

Each INED has made an annual confirmation of independence pursuant to
rule 5.09 of the GEM Listing Rules. The Company is of the view that all INEDs
meet the independence guidelines set out in rule 5.09 of the GEM Listing
Rules and are independent in accordance with the terms of the guidelines.

The Company has complied at all times with rules 5.05(1) and (2), and 5.05A
of the GEM Listing Rules that at least three INEDs sit in the Board and at
least one of them has appropriate professional accounting or related financial
management expertise.
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CORPORATE GOVERNANCE STRUCTURE

The Board is entrusted with the duty to put in place a proper corporate
governance structure of the Company. It is primarily responsible for setting
directions, formulating strategies, monitoring performance and managing the
risks of the Group. Under the Board, there are currently three committees,
namely Audit Committee, Remuneration Committee and Nomination
Committee. Audit Committee and Remuneration Committee perform their
distinct roles in accordance with their respective terms of reference and assist
the Board in supervising certain functions of the management. Nomination
Committee assists the Board by developing and formulating relevant
procedures in nominating candidates for directorship, reviewing the size and
composition of the Board, assessing the independence of INEDs and making
recommendation to the Board on appointment of Directors. Each of the
Committees is established with defined written terms of reference which are
available on the Company’s website and GEM website.

REMUNERATION COMMITTEE

The Remuneration Committee is responsible for making recommendations
to the Board regarding the Group’s policy and structure for remuneration of
Directors and senior management and the specific remuneration packages of
Directors and senior management of the Company.

REMUNERATION POLICY

The remuneration of Directors is recommended by the Remuneration
Committee, having regard to the prevailing market conditions, individual
experience, duties and responsibilities.

Directors’ emoluments comprise payments to Directors by the Company and
its subsidiaries in connection with the management of the Group’s affairs.
The amounts paid to each Director for the year ended 31 December 2019 are
set out in note 7 to the consolidated financial statements.
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eduled to meet a

g the year ended 31 December 2C » E+= A= | FEE
of each member is set out as follows: NRIT—REE - FKE ZHFEBEREHINAOT
Attendance/
eligible to attend
HERE
AERHEERY
Independent Non-Executive Directors
BYFHITES
Mr. Leung Man Chun (Chairman) 1M1
REFEE (F/E)
Mr. Fok Kin Fung Eric 171
EfEEEE
Mr. Pang Siu Yin' 7
TIKB A
Executive Director
HITES
Mr. Chan Kwun Chung 7
BRI RS
Note: Kt et
1. Mr. Pang Siu Yin resigned as an INED on 17 July 2019. 1. ZRBEER T -NAFLATLABIBEIIIENR
TEE-
Summary of works TE#R

During the year 2019, the Remuneration Committee reviewed the
remuneration packages of all the Directors, reviewed and made
recommendations to the Board on the remuneration package of the
proposed executive Director in accordance with the Remuneration
Committee’s written terms of reference.
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NOMINATION COMMITTEE

The Nomination Committee is responsible for reviewing the structure,
size and composition of the Board, developing and formulating relevant
procedures for nominating potential candidates for directorship, reviewing
the nomination of directors and making recommendations to the Board on
such appointments with due regard to the nomination policy (“Nomination
Policy”) and the Board diversity policy (“Board Diversity Policy”), and
assessing the independence of the INEDs.

As at the date of this report, the Nomination Committee comprises two
INEDs and one executive Director, namely Mr. Leung Man Chun, Mr. Fok Kin
Fung Eric and Mr. Chan Kwun Chung. The Nomination Committee is chaired
by an INED, Mr. Leung Man Chun.

The Nomination Committee is scheduled to meet at least once a year to
review the structure, size and composition (including skills, knowledge and
experience) of the Board. In addition, the Nomination Committee also meets
as it is required to consider nomination related matters. One meeting was
held during the year ended 31 December 2019. The attendance of each

member is set out as follows:

REZEE
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NEFRABRENLRKEEHERESERA
BR(E2SREBR) REFSZITEEK
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RARXEEEEERAZZEGIE -

REZBEMESFRIBITRER - MR
EXgotE  RERAK (BHEREE - M@K
EERTH) o UM REBEZBGTNERRRET
@ UERREREHEE - REZEERNEE
TE-NAFT A=+ —HILFEET RS
& BREZHFEBREINMT

Attendance/
eligible to attend
HERE,
AEREERY

Independent Non-Executive Directors
BYFBTES

Mr. Leung Man Chun (Chairman)
BXERE (FE)

Mr. Fok Kin Fung Eric

EfREEL

Mr. Pang Siu Yin'

ZIB R

Executive Director
HITES

Mr. Chan Kwun Chung
BRI B ST AE

Note:

1. Mr. Pang Siu Yin resigned as an INED on 17 July 2019.
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Summary of works

During the year 2019, the Nomination Committee has adopted a
Nomination Policy, assessed the independence of INEDs, reviewed and made
recommendation to the Board on the proposed reappointment of Directors,
reviewed the Board Diversity Policy, the structure, size and composition of the
Board and made recommendations to the Board on the appointment of the
proposed executive Director in accordance with the Nomination Committee’s

written terms of reference.

Nomination Policy

The Board has adopted a Nomination Policy in February 2019 regarding the
nomination, appointment, re-appointment of Directors and the nomination
procedure of the Company.

The Nomination Committee will select candidate for directorship based on
his/her character, integrity, professorial qualifications, skills, knowledge and
experience, independence, and diversity of the Board, willingness to devote
adequate time to discharge duties as a Board member and such other criteria

that are appropriate for the business and corporate strategy of the Company.

For appointment of new Director, the Nomination Committee evaluates
such candidate based on the criteria as set out above to determine whether
such candidate is qualified for directorship. For those qualified candidates,
recommendations are made to the Board. For re-election of the retiring
director, the Nomination Committee and/or the Board review the overall
contribution and service to the Company of the retiring Director and
the level of participation and performance on the Board and determine
whether the retiring Director continues to meet the criteria as set out above.
Recommendation are then made to shareholders in respect of the proposed
re-election of Director at the general meeting.

The Nomination Committee will review the Nomination Policy at least
annually or at any time necessary.

Board Diversity Policy

The Group adopted a Board Diversity Policy on 1 September 2013. A
summary of this policy, together with the measurable objectives set for
implementing this policy, and the progress made towards achieving those
objectives are disclosed as below.
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The Company recognised and embraced the benefits of having a diverse
Board to the quality of its performance. The Board Diversity Policy aimed
to set out the approach to achieve diversity on the Board. In designing the
Board’s composition, Board diversity has been considered from a numbers
of measurable aspects including but not limited to gender, age, ethnicity,
knowledge and length of services. All Board appointments will be based on
meritocracy, and candidates will be considered with the objective criteria,
having due regards for the benefits of diversity on the Board.

Measurable Objectives

Selection of candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length
of services. The ultimate decision will be based on merit and contribution that
the selected candidates will bring to the Board.

Implementation and Monitoring
The Nomination Committee reviewed the Board’s composition under
diversified perspectives, and monitored the implementation of the Board

Diversity Policy annually.

As at the date of this report, the Nomination Committee comprises two
INEDs and one executive Director, and thereby to promote critical review
and control of the management process. The Board is also characterised by
significant diversity, whether considered in terms of age, length of services,

professional background and skills.

The Nomination Committee has reviewed the Board Diversity Policy to ensure
its effectiveness and considered that the Group achieved the Board Diversity
Policy.

AUDIT COMMITTEE

The Audit Committee is responsible to make recommendation to the Board
on the appointment, re-appointment and removal of external auditor, to
evaluate the overall effectiveness of the internal control and risk management
frameworks, to review the accounting principles and practices adopted by the
Group and other financial reporting matters and ensure the completeness,
accuracy and fairness of the financial statements, to monitor compliance with
statutory and listing requirements and to oversee the relationship with the
external auditors.
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The Audit Committee reviews the quarterly, interim and annual reports
before submission to the Board. At least one member has an appropriate
professional qualification or accounting or related financial management
expertise. The Audit Committee focuses not only on the impact of the
changes in accounting policies and practices but also on the compliance with
accounting standards, the GEM Listing Rules and the legal requirements in
the review of the Company’s quarterly, interim and annual reports.

Senior representatives of the external auditor, executive Directors and senior
executives are invited to attend the meetings, if required. Each of the Audit
Committee members has unrestricted access to the Group's external auditor
and the management.

As at the date of this report, the Audit Committee comprises three INEDs,
namely Mr. Leung Man Chun, Mr. Fok Kin Fung Eric and Dr. Lee G. Lam. The

Audit Committee is chaired by Mr. Leung Man Chun.

The Audit Committee is scheduled to meet at least four times a year.
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Four meetings were held during the year ended 31 December 2019. The E—NWE+-_A=+—HIFEER ¢%TE//\
attendance of each member is set out as follows: o SKEZERBRHEINEOT ¢
Attendance/
eligible to attend
HERE
AEREERY
Independent Non-Executive Directors
BAFEHTES
Mr. Leung Man Chun (Chairman) 4/4
REFRE (/)
Mr. Fok Kin Fung Eric 4/4
ERESEE
Dr. Lee G. Lam’ 2/2
MFRIEE L
Mr. Pang Siu Yin? 2/2
ZIKBE S
Notes: et -

1. Dr. Lee G. Lam has been appointed as member of the audit committee on 17 July
2019.

2. Mr. Pang Siu Yin resigned as an INED on 17 July 2019.
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Summary of works

During the year ended 31 December 2019, the Audit Committee reviewed
the quarterly, interim and annual results, made recommendations to the
Board on the terms of engagement of the external auditor, and reviewed
the adequacy and effectiveness of systems of risk management and internal
control, and its other duties in accordance with the Audit Committee’s

written terms of reference.

The terms of reference of the Audit Committee are in line with the CG Code
and are posted on the websites of the Company and the Stock Exchange.
The Audit Committee is required, amongst other things, to oversee the
relationship with the external auditors, to review the Group’s preliminary
quarterly results, interim results and annual financial statements and to
monitor the integrity of the financial statements of the Group, to review
the scope, extent and effectiveness of the Group’s internal control system,
internal audit and risk management matters and to review the Group's

financial and accounting policies.

Corporate Governance Functions

The Board is responsible for performing the corporate governance duties as
set out in the terms of reference equivalent to code provision D.3.1 of the
CG Code. During the year ended 31 December 2019, the policies of the
corporate governance of the Company were reviewed by the Board.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibilities for Financial Reporting

The Directors acknowledged their responsibility for preparing the financial
statements for each financial period to give a true and fair view of the state
of affairs of the Company. In preparing the financial statements for the year
ended 31 December 2019, the Directors have selected suitable accounting
policies and applied them consistently, made judgements and estimates that
are prudent, fair and reasonable and prepared the financial statements on a
going concern basis.

The statement of the external auditors of the Company regarding their
reporting responsibilities on the financial statement of the Company is set out
in the section “Independent Auditor’s Report” of this annual report.
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External Auditor’s Remuneration

The Company reviews the appointment of an external auditor on an annual
basis including a review of the audit scope and approval of the audit fee.
The remuneration in respect of audit service and non-audit service (including
professional advice on taxation) for the year ended 31 December 2019
provided by Baker Tilly Hong Kong Limited was HK$868,000 and HK$45,000
respectively.

Risk Management and Internal Control

The Board is responsible for evaluating and determining the nature and
extent of the risks it is willing to take in achieving the Company’s strategic
objectives, and ensuring that the Company establishes and maintains
appropriate and effective risk management and internal control systems. The
internal control system includes safeguard of the interest of shareholders and
the Group’s assets. It has been an important duty of the Board to conduct
a review of internal control to ensure the effectiveness and adequacy of the
system of the Group annually or at any time necessary. The review covers all
material controls, including financial, operational and compliance controls, as

well as risk management functions.

The Group has engaged an external independent consultant to conduct the
annual review on the effectiveness of the internal control system. Review
of the Group's internal controls covering major operational, financial and
compliance controls, as well as risk management functions of different
systems has been performed on a systematic rotational basis on the risk
assessments of the operations and controls. No major issues on the internal
control system have been identified during the year ended 31 December
2019.

Disclosure of Inside Information

The Company has adopted a policy on disclosure of Inside Information in
respect of procedures and internal control for the handling and dissemination
of inside information in a timely manner pursuant to Rule 17.10 of the Listing
Rules and the Inside Information Provision under Part XIVA of the Securities

and Futures Ordinance.
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

Every newly appointed director will receive formal, comprehensive and
tailored induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the Company
and full awareness of director’s responsibilities and obligations under
the GEM Listing Rules and relevant statutory requirements. Directors are
continuously updated on developments in the statutory and regulatory
regime and the business environment to facilitate the discharge of their
responsibilities. Continuing briefing and professional development for
directors will be arranged at the expenses of the Company where necessary.
For the year 2019, all Directors have participated in continuous professional
development by attending seminars and/or studying materials relevant to
director’s duties and responsibility. Their training records have been provided
to the Company.

COMPANY SECRETARY
Ms. Yuen Wing Kwan (“Ms. Yuen”) is the Company Secretary of the

Company. In accordance with rule 5.15 of the GEM Listing Rules, Ms. Yuen
has taken no less than 15 hours of relevant professional training during the
year under review.

CODE OF CONDUCT REGARDING SECURITIES

TRANSACTIONS BY DIRECTORS
During the year ended 31 December 2019, the Company had adopted a

code of conduct regarding securities transactions by Directors on terms no
less exacting than the required standard of dealings set out in rules 5.48 to
5.67 of the GEM Listing Rules. The Company had also made specific enquiry
of all Directors and the Company was not aware of any non-compliance with
the required standard of dealings and its code of conduct regarding securities
transactions by Directors.
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DIRECTORS’ AND OFFICERS’ LIABILITIES

The Company has arranged for appropriate insurance covering the liabilities
of the Directors that may arise out of the corporate activities. The insurance
coverage is reviewed on an annual basis.

RELATED PARTY TRANSACTIONS

During the year ended 31 December 2019, the related party transactions, if
any, are periodically reviewed and approved by the Audit Committee.

INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company uses two-way communication channels to account to
shareholders and investors for the performance of the Company. All the
shareholders have received not less than 20 clear business days’ notice of
annual general meeting at which Directors are available to answer questions
on the business. Extensive information about the Group’s activities is
provided in its annual report, interim report and quarterly reports which
are sent to shareholders and investors. The Company’s announcements,
press releases and publications are published and are also available on GEM
website and on the Company’s website at www.aurumpacific.com.hk.

During the year ended 31 December 2019, there was not any change in
the Company’s constitutional documents. A consolidated version of the
Company’s constitutional documents is available on the Company’s website
and GEM website.
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SHAREHOLDERS’ RIGHT

(i)

(ii)

(iii)

Convene an Extraordinary General Meeting

The Directors may, whenever they think fit, convene an extraordinary
general meeting of the Company (the “Extraordinary General
Meeting”). The Extraordinary General Meeting shall also be convened
on the requisition of one or more shareholders holding, at the date of
deposit of the requisition, not less than one tenth of the paid up capital
of the Company having the right of voting at general meetings. Such
requisition shall be made in writing to the Directors or the secretary
for the purpose of requiring an Extraordinary General Meeting to be
called by the Directors for the transaction of any business specified in
such requisition. Such meeting shall be held within two months after
the deposit of such requisition. If within twenty-one (21) days of such
deposit the Directors fail to proceed to convene such meeting, the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Directors shall be reimbursed to the requisitionist(s)
by the Company.

Send Enquiries to the Board

Enquiries of shareholders can be sent to the Company either by email
at administrator@aurumpacific.com.hk or by post to the Company’s
Henan Building, 90 Jaffe Road,
Wanchai, Hong Kong. Shareholders can also make enquiries with the

Hong Kong head office at 21/F,,
Board directly at the general meetings.

Make proposals at general meetings
Procedures for putting forward proposals at a Shareholders’

meeting

Pursuant to the Articles (as amended from time to time), the
Shareholders who wish to move a resolution may by means of
requisition convene an Extraordinary General Meeting according to the

procedures as set out above.
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EXECUTIVE DIRECTORS

Mr. Chan Kwun Chung (“Mr. Chan”), aged 39, has been appointed as
an executive Director of the Company since March 2017 and as the chief
executive officer, authorised representative and compliance officer of the
Company since October 2018. He is also a member of the remuneration
committee and nomination committee and is a director of various subsidiaries
of the Company.

He obtained his Bachelor of Science in Business Administration and Master of
Arts in Applied Economics from the University at Buffalo, The State University
of New York in 2002 and 2004 respectively. Prior to joining the Company,
Mr. Chan worked in the fields of financial advisory, insurance, healthcare
and he has extensive experiences in customer relationship management,
project management, business advisory and risk management. Mr. Chan was
an independent non-executive director of Evershine Group Holdings Limited
(stock code: 8022), a company listed on GEM of the Stock Exchange, from 1
January to 1 March 2017.

Mr. Ng Kin Man (“Mr. Ng"”), aged 43, has been appointed as an executive
Director of the Company since 1 March 2019. He joined the Company as
the chief financial officer in June 2018 and is currently a director of various
subsidiaries of the Company. Mr. Ng graduated from Oxford Brookes
University in the United Kingdom with a bachelor degree in Accounting
and Finance. Mr. Ng is a fellow member of the Hong Kong Institute of
Certified Public Accountants, fellow member of the Association of Chartered
Certified Accountants and a fellow member and a Certified Tax Advisor
of the Taxation Institute of Hong Kong. He has over 17 years of extensive
experience in auditing and financial management, IPO, international bond
offerings and M&As. He also has extensive experience in different industries
and is specializing in property development in the PRC, financial institution
field, money lending, manufacturing and general management. Prior to
joining the Group, Mr. Ng held senior positions in several listed companies in
Hong Kong.

Ms. Sin Pui Ying (“Ms. Sin”), aged 40, has been appointed as an
executive Director of the Company since November 2019. She is a member
of the Hong Kong Institute of Certified Public Accountants and holds a
bachelor’s degree in Business Administration (Accounting and Finance)
from the University of Hong Kong. She has over 17 years of experience in
finance and accounting. Prior to joining the Company, she was responsible
for accounting, internal audit, investment and corporate finance matters
for several listed companies in Hong Kong. Ms. Sin is currently an
executive director of KNK Holdings Limited (stock code: 8039) and On
Real International Holdings Limited (stock code: 8245), the shares of both
companies are listed on GEM of the Stock Exchange.
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NON-EXECUTIVE DIRECTOR

Mr. Zheng Yonggiang (“Mr. Zheng”), aged 41, has been appointed as a
non-executive Director of the Company since October 2018. He has been
a director and shareholder of Global Ocean International Holdings Limited
(“Global Ocean”), an indirect non-wholly owned subsidiary of the Company
since early 2018 and responsible for the formulation and implementation of
business strategy and R&D in software system design and development of
Global Ocean. He has over 18 years of experience in software engineering
and information technology system development. He currently also serves as
the chief technical officer of Guangzhou Mega Environmental Technology
Limited. Prior to that, he was the Associate Software Engineer Manager
(ASEM) of HSBC Software Development Guangdong Ltd.. Mr. Zheng
graduated from South China University of Technology in the PRC with a
Bachelor’s Degree in Applied Maths in 2001. He obtained a Professional
Master Degree of Engineering from Sun Yat-Sen University in the PRC in
2005, with major in software engineering. He has attained the Qualification
Certificate of Computer and Software Technology Proficiency (System
Analyst) in the PRC issued by The Personnel Department of Guangdong
Province in 2004 and the Certificate of Project Management Professional

issued by the Project Management Institute in 2010 respectively.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Man Chun (“Mr. Leung”), aged 32, has been appointed as an
independent non-executive Director of the Company since February 2016. He
is also the Chairman of the Audit Committee, Remuneration Committee and
Nomination Committee. He has been engaging in financial services sector
for over 8 years, along with ample experience in an international accounting
firm and an international bank. He currently serves as a corporate finance
principal for a professional firm. He obtained a Bachelor’'s Degree in Social
Sciences from Hong Kong Baptist University in 2009. Mr. Leung is a member
of the Hong Kong Institute of Certified Public Accountants and joined the
Council of the Hong Kong Institute of Certified Public Accountants in 2018.
Mr. Leung is currently an independent non-executive director of Evershine
Group Holdings Limited (stock code: 8022) shares of which are listed on GEM
of the Stock Exchange.
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Mr. Fok Kin Fung Eric (“Mr. Fok”), aged 36, has been appointed as an
independent non-executive Director of the Company since March 2016. He is
also a member of the Audit Committee and Nomination Committee. Mr. Fok
has over 10 years’ experience in financial advisory industry, with ample
experience in asset management and risk management. Mr. Fok obtained a
bachelor degree of banking and finance from the University of London and
currently serves as a senior financial advisor at an international insurance
corporation.

Dr. Lee G. Lam (”“Dr. Lam”), aged 60, has been appointed as an
independent non-executive director of the Company since January 2019.
He is also the member of the Audit Committee. He is the Chairman of
Hong Kong Cyberport Management Company Limited, Non-executive
Chairman, Hong Kong and ASEAN Region and Chief Adviser to Macquarie
Infrastructure and Real Assets Asia. He is also a member of the Hong Kong
Special Administrative Region Government's Committee on Innovation,
Technology Re-Industrialization, and the Court of the City University of
Hong Kong, Convenor of the Panel of Advisors on Building Management
Disputes of the Hong Kong Special Administrative Region Government
Home Affairs Department, president of the United Nations Economic and
Social Commission for Asia and the Pacific (UN ESCAP) Sustainable Business
Network (ESBN) Executive Council and Chairman of its Task Force on Banking
and Finance, Vice Chairman of Pacific Basin Economic Council (PBEC), a
member of the Hong Kong Trade Development Council Belt and Road and
Greater Bay Area Committee and a member of the Sir Murray MaclLehose

Trust Fund Investment Advisory Committee.

Dr. Lam holds a BSc in Sciences and Mathematics, an MSc in Systems
Science and an MBA from the University of Ottawa in Canada, an LLB
(Hons) in law from Manchester Metropolitan University in the UK, a LLM
in Law from the University of Wolverhampton in the UK, an MPA and a
PhD from the University of Hong Kong. He is also a Solicitor of the High
Court of Hong Kong (and formerly a member of the Hong Kong Bar), an
Accredited Mediator of the Centre for Effective Dispute Resolution, a Fellow
of Certified Management Accountants (CMA) Australia, the Institute of Public
Accountants, the Institute of Financial Accountants, the Hong Kong Institute
of Arbitrators, and the Hong Kong Institute of Directors, and an Honorary
Fellow of Certified Public Accountants (CPA) Australia, the Hong Kong
Institute of Facility Management, and the University of Hong Kong School of
Professional and Continuing Education. In 2019, Dr. Lam was awarded by the
Hong Kong Government a Bronze Bauhinia Star for serving the public.
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Dr. Lam is currently an independent non-executive Director of each of CSI
Properties Limited (Stock Code: 497), Elife Holdings Limited (Stock Code:
223), Greenland Hong Kong Holdings Limited (Stock Code: 337), Hang Pin
Living Technology Company Limited (formerly Hua Long Jin Kong Company
Limited, Stock Code: 1682), Haitong Securities Co., Ltd. (Stock Code: 6837;
600837 on the Shanghai Stock Exchange), Huarong Investment Stock
Corporation Limited (Stock Code: 2277), Mingfa Group (International)
Company Limited (Stock Code: 846) and Mei Ah Entertainment Group
Limited (Stock Code: 391), Vongroup Limited (Stock Code: 318). He is
non-executive director of China LNG Group Limited (Stock Code: 931),
China Shandong Hi-Speed Financial Group Limited (Stock code: 412),
National Arts Entertainment and Culture Group Limited (Stock Code:
8228), Sunwah Kingsway Capital Holdings Limited (Stock Code: 188),
and Tianda Pharmaceuticals Limited (Stock Code: 455). Dr. Lam is also
independent non-executive director of the following listed companies on
the Singapore Exchange: China Real Estate Grp Ltd. (formerly Asia-Pacific
Strategic Investments Limited, Stock code: 5RA), JCG Investment Holdings
Ltd. (Stock code: VFP), Top Global Limited (Stock code: BHO) and Thomson
Medical Group Limited (Stock Code: A50), and is non-executive director of
Singapore eDevelopment Limited (Stock code: 40V). Dr. Lam is independent
non-executive director of Sunwah International Limited (Stock code: SWH),
whose shares are listed on the Toronto Stock Exchange, independent
non-executive director of AustChina Holdings Limited (Stock code: AUH),
whose shares are listed on the Australian Securities Exchange and TMC Life
Sciences Berhad (Stock code: 0101), whose shares are listed on the Bursa
Malaysia, and non-executive director of Adamas Finance Asia Limited (Stock
code: ADAM), whose shares are listed on the London Securities Exchange.

In the past three years, Dr. Lam was a non-executive director of Green
Leader Holdings Group Limited (Stock Code: 0061) from 1 June 2019 to 22
July 2019 and Roma Group Limited (Stock Code: 8072) from 13 September
2017 to 11 December 2017, and an independent non-executive director
of each of Hsin Chong Group Holdings Limited (Stock Code: 404) from 17
May 2018 to 27 September 2019 (cancellation of listing with effect from 31
December 2019), Glorious Sun Enterprises Limited (Stock Code: 393) from
22 September 2004 to 31 August 2019, Xi'an Haitian Antenna Technologies
Co., Ltd. (formerly Xi'an Haitiantian Holdings Co., Ltd.) (Stock Code: 8227)
from 15 September 2017 to 23 July 2018, all of which are listed on the
Stock Exchange; and an independent non-executive director of Rowsley Ltd.
(Stock Code: A50) from 26 June 2002 to 25 April 2018, a company listed on
Singapore Exchange, and Vietnam Equity Holding (Stock Code: 3MS) from
25 October 2007 to 28 February 2018, a company listed on Stuttgart Stock
Exchange.
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The Directors hereby present their annual report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2019.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The principal
activities of the principal subsidiaries are set out in note 33 to the
consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group for the year and a discussion on the
Group’s future business development are provided in the Management
Discussion and Analysis on pages 5 to 12. The principal risks and
uncertainties facing the Group are provided in the Management Discussion
and Analysis on page 11 and disclosed in the section headed “Financial risk
management and fair values of financial instruments” in note 29 to the
consolidated financial statements.

An analysis of the Group’s performance during the year using financial
key performance indicators is provided in the Five-years Financial Summary
on page 192. The Group is committed to supporting the environmental
sustainability. The Group has complied with laws and regulations regarding
environmental protection and adopt effective measures to achieve efficient
use of resources and energy saving. Green initiatives and measures have
been adopted in the Group's operation. A separate Environmental, Social and
Governance Report will be published no later than three months after the
publication of this annual report. For details, please refer to the Company’s
website.

The Group has complied with the relevant laws and regulations that have
significant impact on the operations of the Group. The Group recognises
that employees, customers and business partners are the keys to sustainable
development. The Group is committed to establishing a close and caring
relationship with our employees, providing quality services to our customers
and enhancing cooperation with our business partners.
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MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases from
continuing operations attributable to the major customers and suppliers
respectively during the financial year under review is as follows:

TEEFRHEER
ERALEREBHREESBIREERRP

REREZHELEEB 2 HE MRBENE
FIgnR

Percentage of the Group's total

HAEBEBEZBESL
Sales Purchases
SHE 2
The largest customer YN 5%
Five largest customers in aggregate AREFEE 22%
The largest supplier =AML ER 33%
Five largest suppliers in aggregate AARBEEER 85%

During the year ended 31 December 2019, none of the Directors, their
associates or any shareholder of the Company (who to the knowledge of the
Directors owns more than 5% of the Company’s issued share capital) had
any interest in these major customers and suppliers.

CONSOLIDATED FINANCIAL STATEMENTS

The results of the Group and the state of the Group’s and the Company’s
affairs for the year ended 31 December 2019 are set out in the consolidated
financial statements on pages 53 to 191.

DIVIDEND POLICY

The Company pursues a continuity-based dividend policy (“Dividend Policy”)
which aims to allow the shareholders to participate in the Company'’s profits
and for the Company to retain adequate reserves for future growth.

In deciding whether to propose a dividend and in determining the dividend
amount, the Board should take into account, inter alias, the Company’s
operating results, actual and expected financial performance, retained
earnings and distributable reserves of the Company and members of the
Group, the Group’s debt to equity ratios, liquidity position, the Group
expected working capital requirements and future expansion plans, any
restrictions on payment of dividends that may be imposed by the Group’s
lender, general economic conditions, business cycle of the Group’s business

and any other factors that the Board may deem appropriate and relevant.
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RESERVES

Details of the movements in the reserves of the Group during the year are set

out in the consolidated statement of changes in equity on the consolidated
financial statements.

DISTRIBUTABLE RESERVES

As 31 December 2019, the aggregate amount of reserves available for
distribution to owners of the Company was HK$96,879,000 (2018:
HK$207,064,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are
set out in note 10 to the consolidated financial statements.

OTHER BORROWINGS

Details of the interest-bearing borrowings of the Group are set out in note 22
to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital during the financial year are set out
in note 28 to the consolidated financial statements.
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Executive Directors HITES

Mr. Chan Kwun Chung BRI AR S A
Mr. Ng Kin Man R4
Ms. Sin Pui Ying AR
Mr. Lee Cheung Yuet Horace L e
Non-executive Director FHITES
Mr. Zheng Yonggiang B 5k 58 5 A
Independent non-executive Directors BYUFHTES
Mr. Leung Man Chun R E
Mr. Fok Kin Fung Eric EfRBgiE
Dr. Lee G. Lam MRIBIEL
Mr. Pang Siu Yin ZRBERE

In accordance with Article 112 of the Company’s Articles, Ms. Sin Pui Ying,
who was appointed as an executive Director on 22 November 2019, will hold
office until the forthcoming annual general meeting, and, being eligible, will
offer herself for re-election at the annual general meeting.

In accordance with Article 108(A) of the Company’s Articles, Mr. Chan Kwun
Chung and Mr. Leung Man Chun will retire from office by rotation at the
forthcoming annual general meeting and, being eligible, will offer themselves
for re-election.

Biographical details of the Directors are set out in the section “Biographies of
Directors” of this annual report.

20/3/2017
1/3/2019
22/11/2019
5/2/2018

1/10/2018

23/2/2016
2/3/2016
1/1/2019

15/1/2018

N/AZ 3 FR
N/A 3 A
N/AA 3

1/4/2019

N/ATN 3 A

N/AA 32
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DIRECTORS’ CONTRACTS

None of the Directors proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than normal statutory compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, the interests and short positions of the Directors
in the shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of the Securities and Futures
Ordinance (the “SFO")) (Chapter 571 under the laws of Hong Kong), as
recorded in the register required to be kept by the Company under Section
352 of Part XV of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to rules 5.46 to 5.67 of the GEM Listing Rules were

as follows:

Interest in a subsidiary of the Company
Mr. Zheng Yonggiang personally holds voting shares of HK$1 each in the

following subsidiary:

EEEH
BREERRBFASERETCES  HER
ARBFBENAHARNRBR—FARMNHEE(—
BOREMERIN MR L2 RBEEH -

EERRMG - HEARORES 2E
mRRE

REZZE—NAF+=—A=+—8 BRNARFK
HAREAE (F& R EFHRBAEED ([%5H &
&6l (BHBEBIFES71E)) 2 &% - HEIR
DEREFRHEBATLARABREES RAE
1BIZEXVER E 352648 E 7 2 B A - 2R
BEGEM LM AR A5 5.461& 5.6 71BN AN A A
KE T 2 #E s ROKB AT

SN

RE 1 7] — B 8 2 7 9
BXRBRELEBMAFTAEUATHE AR GREENE
TEZRBRERAD -

Number of voting

shares held

FEREERHG ZEE

Personal interest

Name ZE ARz
Global Ocean International Holdings Limited EBEBRIZERER AT 2,000

Save as disclosed above, as at 31 December 2019, none of the Directors of
the Company, had, was deemed to have any interests and short positions
in the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO, (Chapter
571 under the laws of Hong Kong)) (i) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO); or (ii) which were
required, pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (iii) which were required to be notified to the Company
and the Stock Exchange pursuant to rules 5.46 to 5.67 of the GEM Listing
Rules.

36 AURUM PACIFIC (CHINA) GROUP LIMITED
Annual Report 2019

BREXFIEEEN  RZE—NE+=-A=+—
B BEANSESRARAREREER (GE
ZAEFREERN (FAENE5718) £XV
) 2R H - BERMRESS  BEIERA
WA EM()BEREBEESRAEKROIEXVIBETR
FESAHMEARNR KRBTz EmRAR (B
FEIREE F A GOZ SRR B ESR A
BZHERRAR) (VAR BRIRIEES B
EEPIE326FENEEMAZ R RAR
(i) ZEMRIEGEM LT iR BIEE5.46 25 67 & A& A
NAI R 2 = KB -



REPORT OF THE DIRECTORS
EEEHRE

SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS WHO ARE REQUIRED TO DISCLOSE
THEIR INTERESTS IN SECURITIES OF THE
COMPANY

Substantial Shareholders
To the best knowledge of Directors, as at 31 December 2019, the interests

and short positions of the persons, other than Directors, in the shares or
underlying shares as recorded in the register required to be kept by the
Company under section 336 of the SFO were as follows:

FERRREMALTARBEERS
NGIECE -k 3

TERR

BEEMEN  RZZE—hE+=-A=+—H
BREFZIINZ ATRIRMDIEARGREFLZA
RRBREF S R AE GROIE336GAEBTFZE
Az EERARIAT

Approximate

Number of  percentage of

Name of substantial shareholder Capacity shares shareholding
TERRESR LB E=27) RHOBE MOREESLL
(Note 1) (Note 2)

(Bizt1) (Miet2)

Mr. Chiu Ngai Hung Beneficial owner 689,737,955 (L) 54.20%

R S A EmEAA
Notes:
1. The letter “L” denotes a long position in the shares of the Company.

2. The total number of 1,272,640,000 shares in issue as at 31 December 2019 has been
used for the calculation for the approximately percentage.

Save as disclosed above, as at 31 December 2019, the Company had not
been notified of other interests or short positions of any other person (other
than the Directors, chief executives and the substantial shareholders of the
Company) in the shares or underlying shares of the Company as recorded in
the register required to be kept under section 336 of the SFO.
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SHARE OPTION SCHEME

On 8 May 2013, the Company passed an ordinary resolution at the annual
general meeting to adopt a new share option scheme (the “Share Option
Scheme”) whereby the Board may grant share options to employees,
directors, suppliers, consultants, agents and advisers or any person, at
its discretion, for the primary purpose to recognise and motivate their
contributions to the Group. The Share Option Scheme is valid for a period of
10 years commencing from 8 May 2013. Details of the Share Option Scheme
were set out in the circular of the Company dated 27 March 2013 and note
27 to the consolidated financial statements.

On 29 April 2016, the Company passed an ordinary resolution at the
extraordinary general meeting to amend the definition of “Eligible
Participant” of the Share Option Scheme and the definition of “Invested
Entity” be added to the Share Option Scheme (“Amendments to the Share
Option Scheme”). Details of the Amendments to the Share Option Scheme
are set out in the Company’s announcement dated 29 April 2016 and the
Company'’s circular dated 13 April 2016.

At the annual general meeting of the Company held on 25 June 2018,
Shareholders approved the refreshment of the maximum number of shares
which may be allotted and issued upon the exercise of all share options under
the Share Option Scheme. As at the date of this annual report, the total
number of options available for granting by the Company under the Share
Option Scheme was 127,264,000, representing 10% of the shares of the
Company in issue on that date.

For the year ended 31 December 2019 and up to date of this report, the
Company had not granted any options and no outstanding options under the
Share Option Scheme.

DIRECTORS' INTERESTS IN TRANSACTION,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in this annual report, no transaction, arrangement or
contract of significance to which the Company, or any of its subsidiaries or
fellow subsidiaries was a party, and in which the Director had a material
interest, whether directly or indirectly, subsisted at the end of the year or at
any time during the year under review.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Group were entered into or existed
during the year under review.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under Articles, or law of the
Cayman Islands, which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.
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FIVE-YEARS FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the Group for the
last five years is set out on page 192 of this annual report.

RETIREMENT SCHEMES

Particulars of the retirement schemes of the Group are set out in note 26 to
the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Other that the Share Option Scheme of the Company, no equity-linked
agreements that will or may result in the Company issuing shares or that
requires the Company to enter into an agreement that will or may result in
the Company issuing shares, were entered into by the Group during the Year
or existed at the end of 2019.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2019 and up to the date of this report, the Directors have
the following interests in the business apart from the Group's business, which
competes or is likely to compete, either directly or indirectly, with the Group’s

business:
Director Name of company
B= NE B

EFEHERE
AEBRBERAF 2 EEREERBEHES
RARFRFE1928 °

RIRETE
AR E 2RI B ERNRA M REA
26 °

JiR SR 4 88 10 R
BRTARRZEBRENE RAFEIN_-F
—NFFER - ARAE LA KSR E
HARBETRMOBREHB R HEREAR
BRI M AR A & R A SR AR R EITRND
B S SR 6 15 2

EERHFREEH 2D
R_E—AF+-A=+—BRAEAREA
8 EFRRAREELEE SRR T
TR BTS2 R (B REBERI) PG
LR

Nature of business

ERuE

Nature of interests

EENE

Mr. Leung Man Chun  *Evershine Group Holdings Limited (“Evershine”) and

its subsidiary

RXETE X BEBERERAR (KB REMBAR
Dr. Lee G. Lam AChina Shandong Hi-Speed Financial Group Limited
(“China Shandong”) and its subsidiary
MREEL MBI RRREREEARAA(HBEILE]
K EHE A A
AHang Pin Living Technology Company Limited
(“Hang Pin Living”) and its subsidiary
MILEREFER RN ERAR (MBEE]) &
HTE QA
AMei Ah Entertainment Group Limited (“Mei Ah")
and its associate
"EDREENEBEER AR ([EE]) REBHATE
* listed on GEM of the Stock Exchange
& B FTGEM ETh
A listed on the Main Board of the Stock Exchange
A B FTER £

Money lending business

Money lending business

EEXER

Money lending business

Mobile game applications

F e A

Independent non-executive
director of Evershine
KIBZBIUFEHITES

Non-executive director of
China Shandong
PEILRZIEAITES

Independent non-executive
director of Hang Pin Living

MmAERZ B IFRTES

Independent non-executive
director of Mei Ah
XDZBIUIFNTES
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As the Board is independent to the boards of the above mentioned
companies, the Group is capable of carrying on its business independently of,
and at arm’s length, from the business of those companies.

Save as disclosed above, as far as the Directors are aware of, none of the
Directors has an interest in any business which competes or may compete
with the business in which the Group is engaged.

DIRECTORS’ AND CHIEF EXECUTIVES’ RIGHTS TO
ACQUIRE SHARES OR DEBT SECURITIES

Save as disclosed in this report, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable any of the
Directors and chief executive, their respective spouses or children under
the age of 18 to acquire benefits by means of acquisition of shares in, or
debt securities (including debentures) of the Company or any other body
corporate.

CORPORATE GOVERNANCE

Details of the corporate governance practices adopted by the Company are
set out in the section “Corporate Governance Report” on pages 13 to 27 of
this annual report.

AUDIT COMMITTEE

The primary duties of the audit committee are to review, in draft form, the
Company’s annual report and accounts, half-year report, quarterly reports
and to provide advice and comments thereon to the Board. The audit
committee is also responsible for reviewing and supervising the financial
reporting process, risk management and internal control of the Group. As at
the date of this report, the audit committee comprises three INEDs, namely
Mr. Leung Man Chun, Mr. Fok Kin Fung Eric and Dr. Lee G. Lam. Mr. Leung
Man Chun is the chairman of the audit committee.

The audit committee has reviewed the accounting principles and practices
adopted by the Company and discussed with the Board the internal controls
and financial reporting matters, including a review of the financial statements
for the year ended 31 December 2019.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the INEDs a written confirmation of
his independence pursuant to rule 5.09 of the GEM Listing Rules. Based on
such confirmation, the Board considers all of the INEDs are independent.
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CHANGES IN INFORMATION OF DIRECTORS

Changes in information of Directors since the date of the 2019 interim report
required to be disclosed pursuant to Rule 17.50A(1) of the Listing Rules are as

follows:

Dr. Lee G. Lam resigned as an independent non-executive director of
Glourious Sun Enterprises Limited and Hsin Chong Group Holdings Limited
and has been appointed as an independent non-executive director of
Greenland Hong Kong Holdings Limited.

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

Neither the Company, nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities during the year ended 31 December
2019.

SUFFICIENCY OF PUBLIC FLOAT
As at the date of this report, the Company has complied with the public float
requirement under rule 11.23 of the GEM Listing Rules.

PERMITTED INDEMNITY PROVISION

At no time during the year and up to date of this report, there was or is, any
permitted indemnity provision being in force for the benefit of the directors
of the Company (whether made by the Company or otherwise) or any of its
subsidiaries (if made by the Company).

AUDITOR

Baker Tilly Hong Kong Limited retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Baker Tilly
Hong Kong Limited as auditor of the Company is to be proposed at the
forthcoming annual general meeting.

On behalf of the Board

Chan Kwun Chung
Executive Director

19 March 2020
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INDEPENDENT AUDITOR’S REPORT
BYRBEHES

@ bakertilly
PN 157

Independent auditor’s report to the shareholders of
Aurum Pacific (China) Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Aurum Pacific
(China) Group Limited and its subsidiaries (together the “Group”) set
out on pages 53 to 191, which comprise the consolidated statement of
financial position as at 31 December 2019, and the consolidated statement
of profit or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant

accounting policies.

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

BASIS FOR OPINION

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

our opinion.
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INDEPENDENT AUDITOR’S REPORT
BUZBEHRES

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
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.

FEETBE

RIERM EEHE - FERFAEHRZTEHAR
HREUBRREITREECEE - ZE2HE
Eﬁzﬁﬂ?ﬁ/\ﬁﬁﬁi%ﬁ%iﬁ TEZEBBERT
BIE - WRHSHER - MBME Tz EEE
BYREER -

The Key Audit Matter How the matter was addressed in our audit

FEEHER BMREHPEEZZRZTE

Key judgements relating to the impairment testing on goodwill

EREZRENRE R EEAE

Refer to Notes 2(g), 2(m)(iii) and 12 of the consolidated financial statements
BFRHGE R BEIREN Z209) - 2m)ii) %12

As at 31 December 2019, the Group's carrying amount of goodwill ~ Our audit procedures in this area included, amongst others:
was allocated to two cash-generating units (“CGUs”), namely, BfEKIEZEHIEFEE(ETRERE)

software platform and mobile games and applications business of
HK$20,236,000 and HK$19,555,000 together with accumulated o
impairment of HK$Nil and HK$69,878,000.

RZZ—NFF+ZA=1+—0 ' EXEBHEBECEEEERZR
BESEZEMEAReELEC ((ReEEEML] Fr MHEFFR .
Ko T e 185 K 8 R 5675 - BRTEI{E /320,236,000 7T 5. 19,555,000
BT RFHREAZ B T K%69,878,0007 7T ©

evaluating the assumptions and methodologies used
by the management, in particular those relating to the
sales growth rate and pre-tax discount rate;

AHEEEEMERZBRR LA BRIEREEER
ERBABRIR R B 2 BRRTTE

assessing and challenging the cash flow projections
prepared by the management, including assessing
historical accuracy of management’s estimates and
comparing historic actual results to those budgeted to
assess the quality of management’s forecasting;

AEREREEEMRECESRERR - BRENG
BEEMGCBEERE  UKBTERARREZSE
BEETHBAFEERERANZEE

BiFPEEEBR AR 43
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INDEPENDENT AUDITOR'S REPORT

BYRBMBES

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter
FEFISE

FEENBHEGEA

How the matter was addressed in our audit

EMRBAPEEZBRZGE

Key judgements relating to the impairment testing on goodwill (Continued)

EREERERNRSE B2 EEHE (8)

Refer to Notes 2(g), 2(m)(iii) and 12 of the consolidated financial statements (Continued)

FER AR A IR EATAE2() » 2(m) i) 212 ()

The assessment of the recoverability of goodwill is based on the
future businesses’ prospect and forecast business performance of

these businesses.

BEZARREFENERZERBZAREBI S RAHE
BRI -

Due to its inherent uncertainty involved in forecasting and
discounting future cash flows, which are the basis of the
assessment of recoverability, this is one of the key judgemental
areas that our audit concentrated on. There is the risk that the key
assumptions, estimates and judgements on which the calculations
are based are inappropriate and that goodwill is overstated as a

result.

HREEBRARMERKESRET S RAEZ THEEN (B
AFHERT B 2 BHE) - BB APIERTATRE 2 £ B HI R
Z—  MRBEZEFAEMKBZIBRERR A RAHNEE
AlgFABEABEZAR -
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assessing the robustness of the forecasts to changes in
assumptions, including sales growth beyond the 2020
detailed forecast, long-term growth rates and discount
rates in the model to assess the appropriateness of the

carrying amount of the goodwill; and

FEEAH RS2 BRI - QENEAT 2 T
“TEARMEAZHENE RPMRERUR
= UFEER 2 REAERTEY

assessing the adequacy of the disclosures in relating
to those assumptions to which the outcome of the
impairment test is most sensitive, that is, those that
have the most significant effect on the determination

of the recoverable amount of goodwill.
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INDEPENDENT AUDITOR’S REPORT
BUZBEHRES

KEY AUDIT MATTERS (CONTINUED) FEEFTEE(E)

How the matter was addressed in our audit

EMRBAPEEZZR 2L E

The Key Audit Matter
FEFISE

Key judgements relating to the impairment testing on intangible assets

HENEEZRENARR 2z EZHE

Refer to Notes 2(k), 2(m)(iii) and 11 of the consolidated financial statements

BRI E R EIREZ M 22(k) ~ 2(m)ii) K11

The Group has generated significant intangible assets of  Our audit procedures in this area included, amongst others:

HK$34,275,000 (2018: HK$44,111,000) arising from First Surplus ~ FFIEH HE 2 B 2FBE (EhaiE) -

Investments Ltd. and its subsidiaries (together “FS Group”), whose
recoverability is dependent on the ability of the businesses to which
it relates to generate sufficient future economic benefits. There
is a risk that this will not be the case which would result in an
impairment being required.

&S £ E BFirst Surplus Investments Ltd. & H B A 7] (478 [FS&
B |) 2 Wi E 4 1E34,275,0008 7T (ZF— )\ : 44,111,000
THMAEEFEE  HOJERMEBAREEBEEREETREZ
RREER w280 - BB FAEEBBCREEET R 2 RREEHE
MammATREZIERZ R -

evaluating the assumptions and methodologies used
by the management, in particular those relating to the

sales growth rate and pre-tax discount rate;

AHEEREMER2BR RIS FHlREEEIER
ERBARIR R B 2 BR L IA

assessing and challenging the cash flow projections
prepared by the management, including assessing
historical accuracy of management’s estimates and
comparing historic actual results to those budgeted to

assess the quality of management’s forecasting;
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INDEPENDENT AUDITOR'S REPORT

BYRBMBES

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter
FEFISE

FEENBHEGEA

How the matter was addressed in our audit

EMRBAPEEZBRZGE

Key judgements relating to the impairment testing on intangible assets (Continued)

HENEEZRENARR 2 EZHE (&)

Refer to Notes 2(k), 2(m)(iii) and 11 of the consolidated financial statements (Continued)

R A IR E M AE20k) » 2(m)ii) 11 ()

The carrying amounts of these intangible assets are dependent
on the business being able to generate revenue from the ultimate
users for the mobile games and mobile applications developed by
FS Group.

HZEEVEEZ RMEIORNZERES BFSRB %2 Tk
BRFHERREAPEE WS

Impairment reviews are performed by the Group when there is an
indication that the carrying amount may not be supported. The
impairment reviews are based on discounted cash flow projections
reflecting a number of assumptions and estimates which require
judgement and are inherently uncertain.

BHRABREEREFZBER . EXREMETRESH - RE
ERNERERASRETRR - ZRARRZIEFTEHE 2 BER
RiGsttFEE B < M EEE -
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assessing the robustness of the forecasts to changes in
assumptions, including sales growth beyond the 2020
detailed forecast, long-term growth rates and discount
rates in the model to assess the appropriateness of the

carrying amount of these intangible assets; and

AT ERE L 2B - BEREXR 2 =T
“EFRFAMBPAZHERRE  RAERERIER
o AHEREEVEEZREEESEE + &

assessing the adequacy of the disclosures in relating
to those assumptions to which the outcome of the
impairment test is most sensitive, that is, those that
have the most significant effect on the determination

of the recoverable amount of these intangible assets.
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BYRBMBES

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter
FEFISE

TEFITEERE)

How the matter was addressed in our audit

EMRBAPEEZZR 2L E

Valuation and existence of loans and interest receivables

BRERRAE 2HEREFE

Refer to Notes 2(m)(i), 2(p), 19 and 29(a) of the consolidated financial statements

B2 E R BEIEM Z2(m)) ~ 2(0) ~ 19K29(a)

The Group recognised loans and interest receivables recorded
initially at fair value and subsequently at amortised cost in the
consolidated statement of financial position. As at 31 December
2019, the carrying amount of the loans receivable and interest
receivables were HK$106,045,000 (2018: HK$108,519,000) and
HK$6,058,000 (2018: HK$2,197,000) respectively.

,nﬂH

EEERGEVBRRRPERVTZ AR ELEZ BRER K
FE - WHEBIRBHEAAER RZZ—NAF+=_A=+—8"
JEUR B R FEULFI B 2 BRI E 5 Bl &106,045,00078 T (ZF — )\
4 1 108,519,000/8 7T ) %6,058,000/ 7t (== —J\4F : 2,197,000
BIT) e

The measurement of expected credit losses (“ECL") requires
the application of significant judgements which include the
identification of exposures with a significant deterioration in
credit quality, and assumptions used in the ECL model such as the
probabilities of default, loss given default, expected future cash
flows and forward-looking macroeconomic factors.

EMEERE ((EMEEEE]) A EERERERAE E8
REMNEEEERER(CZAR - UEEMEREBERAHER
2R PIanEM AR BB X  FEHARBLREKATE
M2 FERERRE -

Our audit procedures in this area included, amongst others:

BMELTEZ B EFRE (RRERE)

obtaining and reviewing the sample of loan agreements
(including supplemental agreements and loan extension
agreements, if any) and agreeing the principal
amounts, interest rates, maturity dates and other

information to the Group’s accounting records;

ERREEERBEEA (BRI Hh®E MEHER
ik (H)) LR BERESFLEP2EAE - H
BB REMER

testing of controls designed and applied in the
process of approving and granting loans, subsequent
monitoring of repayment status and of any loan

extensions;

HHEE RIR BB R BIRT ARG R E R 21T
AR RREREFREREMEHER

assessing the effectiveness of key controls over
the application of the impairment methodology,
the governance for the ECL models, inputs and
assumptions used by the Group in calculating the ECL;

AME T EEGIEEEEARET L  RBEEEER
A2ER  BEEEAEFERMEEEERER &
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Refer to Notes 2(m)(i), 2(p), 19 and 29(a) of the consolidated financial statements (Continued)
BB A BEEENE2(m)) - 2(p) - 19K29(a) (&)

Due to the significance of loans and interest receivables o assessing the reasonableness of the Group's ECL
(representing 43% of total assets) and inherent uncertainty in such models and the Group’s criteria for assessing if there
estimates, we considered this as a key audit matter. has been a significant increase in credit risk and so
allowances for financial assets should be measured on a
HREWER RN EBEEEKN (REEELNY%) MustzBEET lifetime ECL basis and the qualitative assessment;
WEME  BMRBR/UD—HEBENSEE -
e  iME EXEEHCEFERAKR EXEYEREE
FEfR B ERERMBESREE 2 BERIEFE S
TRREEBEEELT 8 2R REMT Mz aE N

o recalculation of loan interest income recognised on a
sample basis;

o HEEMAEERZERNBUWA

o obtaining direct confirmation of loan balances from the
borrowers on a sample basis; and

o WMBEERERERAZERERERE R

° reviewing subsequent settlement records and
corroborating enquiries with the management about
the reasons for not considering a provision against any
unsettled past-due balances.

o BEHRZHBHEIH  YREEEARERTHEM
AEEARRBEBRBERBZREA -
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INDEPENDENT AUDITOR’S REPORT
BUZBEHRES

OTHER INFORMATION

The directors are responsible for the other information. The other information
comprises the information included in the 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 identified above 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.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the Group's
financial reporting process.

H &

EXARHMEN - AW ERBRERNZAE
Bf BETRRGEMHRRREMMZSTRE
FfE L 2 R BB R & -

RIEGAMGHE 2 ERTRELBER - T
RME TR ERCAHR 2 REER -

BERRMSGAMBERER 2ET  RAZEER
BIRE Ll Praachl 2 AR - AU BIRTEE
Ht RS RGE M BRR LB PIERTF
FTEEZ BEREBERT—BZER - HATREINA
HAth 77 AR B AR R

HRBERAIPTET 2 T RARBRBUEFEME
HEREEAHERRL  RMARSZEE - &
PRZ O ELEEMEAETREZEE

ESNAEENAS Y BRREAE
EeEE

BERAEZRAABRBEESIMASEMZ
FREVBHREERRBLE R ZEKERE
BEHAEEMIFRMUZEAMBEHRE  REER
RRREG AN BRRABE 2 NEREIE - AL
RAMBHRETFEARNUGFRERMER 2
ERFHRERAL -

ERBEGEVBHRERE  EFAAMEFE B&
BEELERED  BE(WER) EREKE

B EBRREAHBERERETEE RIFER
B BEREERIURIEEET  HARBE
TTABARIEREREMALBERZERITE -

ZEREEREER BEEEZUHEREBIE -

BiFPEEEBR AR 49
FR2019



INDEPENDENT AUDITOR’S REPORT
BYRBEHES

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, 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
judgement 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.
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INDEPENDENT AUDITOR’S REPORT
BUZBEHRES

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

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

- Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

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

We communicate with those charged with governance 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.
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INDEPENDENT AUDITOR’S REPORT
BUZBEHRESE

AUDITOR'’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

From the matters communicated with those charged with governance, 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.

The engagement director on the audit resulting in this independent auditor’s
report is Tong Wai Hang.

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 19 March 2020

Tong Wai Hang

Practising certificate number P06231
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Revenue
— Provision of software platform
— Interest income from money lending
— Mobile games and applications

Cost of sales

Gross profit
Other income, net
Changes in fair value of:
— prepayment option embedded in
promissory note issued
— consideration payable for business
combination
Administrative expenses
Research and development expenses
Selling and distribution expenses
Impairment loss on goodwill
Loss on disposal of associates

Loss from operations
Finance costs
Share of profits of associates

Loss before taxation
Income tax credit

Loss for the year

~RERHT A

—REMEFEHEA
— FHRER R ER

HERA

£
HABA CF)
AFEED -

—ERETAAREMEZ

TR A& T

—XBEGRNRE

THRX
X
HERDHFAX
AR RERE
HEBZ R RER

REFR
BERA
FEAR B & X R A

BrBi AT B
PR

FEBR

12
13

5@)

(116)

(778)
(49,146)
(7,564)
(2,498)
(24,903)
(3.339)

(42,397)
(2,513)
1,376

(42,072)
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Attributabig to:

— owners of the Company —ARRAEB A
- non-controlling interests —JEFE ARt
Loss per share SREE
Basic and diluted EYYSE $

(42,072)

HK cents
Al

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the modified
retrospective approach. Under this approach, comparative information is not restated.
See note 2(c).

The notes on pages 62 to 191 form part of the consolidated financial

statements.

54 AURUM PACIFIC (CHINA) GROUP LIMITED
Annual Report 2019

Mz AEER-_ZE-AF—-A—AEBKETEWNES
REMBAVBIMELRNE 165 - RIFULITE - X
REINLBEHR - RIHFFE2() -

FEZ1NAZME ARG MBHRR AKX
;o -



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HERnREMEERER

For the year ended 31 December 2019 HE-—ZT—NF+-_A=+—HIFE

(Expressed in Hong Kong dollars) (LA 7T 7R)

2019 2018
= i —EN\F
HK$'000 HK$'000
FERT FAT
(Note)
(F43E)
Loss for the year FEBR (67,483) (42,072)
Other comprehensive expense for the year, FEHMEZEAS  SHBREHE
net of nil tax
ltems that may be reclassified subsequently to HigngesmoEEEancEE ¢
profit or loss:
— Exchange differences on translation of —BMEINHAEE T BREK 2
financial statements of foreign operations N xR (26) (206)
— Share of exchange differences of associates — R E ARIER 5 - (661)
— Cumulative exchange gain reclassified to —HEBMAENTRBREFNERE
profit or loss upon disposal of associates Bz RETHE N W - (737)
ltem that will not be reclassified to profit or loss: HegtegmsiEzEn AR ¢
— Equity investments at fair value through —EBAFEFAEMEEKRE
other comprehensive income (“FVOCI") (TFVOCI) FrE 2 IRAZE
— net movement in fair value reserve —~TEREZZESERE
(non-recycling) (rTsEes) (348) -
(374) (1,604)
Total comprehensive expense for the year FEXEHBXAHE (67,857) (43,676)
Attributable to: BUT AL B4 -
— owners of the Company e YNGIEZZ=UN (61,839) (40,495)
— non-controlling interests — ISR (6,018) (3,181)
(67,857) (43,676)

Note: Mz AEER-_ZT-AF—A-AEALETEMNER
REFMBEBVEMELERNE 165 - BIFULTTE - I

AREBFILEWER - RMEE2() »

The Group has initially applied HKFRS 16 at 1 January 2019 using the modified
retrospective approach. Under this approach, comparative information is not restated.
See note 2(c).

F2EE1INAEZMER/REE P BHRR AKX

25 o

The notes on pages 62 to 191 form part of the consolidated financial
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B AR R

As at 31 December 2019 R=—ZT—NF+=-A=+—H
(Expressed in Hong Kong dollars) (LA 7T 5I7R)

2019 2018
—B-NEF —T—)\F
Notes HK$'000 HK$'000
Hiat TET FET
(Note)
(PfFE)
Non-current assets FREBEE
Property, plant and equipment Y - BE R &S 10 41,363 47,734
Intangible assets HmILEAE 11 34,275 44111
Goodwill [ 12 39,791 84,766
Investment in equity securities AR 2 WE 15 152 500
Right-of-use assets PREEE 16 4,103 -
Deposits paid for purchase of property, BEDE BELAKXBENES
plant and equipment - 3,000
Deferred tax assets EBIETRIBEE 25(b) 1,248 1,248
120,932 181,359
Current assets REBEE
Inventories FE = 44
Contract assets BHEE 17(3) 3,865 3,872
Trade and other receivables JFE U BR 3 N EL b FE W Tk 18 14,188 13,845
Loans receivable EUE X 19 106,045 108,519
Interest receivables FEUF) B 19 6,058 2,197
Cash and cash equivalents RERBLEEY 9,610 14,948
139,766 143,425
Current liabilities REBAE
Trade and other payables JE A< BR 30 % L Ath B <R 21 2,651 3,384
Contract liabilities AHERE 17(b) 5,196 6,735
Interest-bearing borrowings Bt B8 R 22 40,266 33,000
Lease liabilities HEBE 23 2,724 =
Obligations under finance leases BEHEAE 24 = 1,030
Current tax payable FET BN ERFR I8 25(a) 715 623
51,552 44,772
Net current assets REBEEFE 88,214 98,653
Total assets less current liabilities EERERABAER 209,146 280,012
56 AURUM PACIFIC (CHINA) GROUP LIMITED
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Lease liabilities

Obligations under finance leases

Deferred tax liabilities

NET ASSETS

Capital and reserves
Share capital
Reserves

Total equity attributable to
owners of the Company
Non-controlling interests

TOTAL EQUITY

=]
BMEMEARE
EEHBERE

EEFE

BEXREE
B
A

EARER ARG ESAE
IR S

HEEAE

270,576

50,906
197,477

28(a)

Approved and authorised for issue by the board of directors on 19 March

2020.

EZgR_T_THFE=A T BAHEREET
%0

Chan Kwun Chung

R 58 8

Director

EF

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

See note 2(c).

The notes on pages 62 to 191 form part of the consolidated financial

statements.

Ng Kin Man
i3
Director

EF

s ARER-—T-AEF—-A-BERBEETEPNEE
RIEMBRMBRELRE 165 - RIFULTTE - I
REFLLEE R - RHFE2(0)

FREE1NAZMERARGA M BEERER AKX
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B
HK$'000
s

He8R  RHES
HK$'000 HK$000
i TEE

£ F
(note 28(0))) ~ (note 28(0)il) (note 28(b)il) (note 28(b)iv)  (note 28(b)) (noteZS(b)(é)E)
(ko)) (Wiskas(oli)) (Hisk2abii) (sbasi)) (Bisksoyi)

(H28(0)0)
Balance at 1 January 2018 R-E-NE-B-RAzER 43546 35,513 2401 16,699 1258 - - (163,803) 256,640 52713 281913
Changes in equity for 2018: “5-\F2ERRE:
Loss for the year FEEE - - - - - - - (38.967) (38.967) (3,105) (#20m)
Other comprehensive expense for the year, #EEM2ARR -
net of il tax e
- Fichange diferences on translaion of ~ ~RESNEIEBEHEE
financialstatements of LERER
foreign operations - - - - (130) - - - (130) (76) (206)
~ Share of exchange differences of ~EERENAES 2E
associates - - - - (661) - - - (661) - (661)
- Cumulative exchange gain eclassied ~ —HEBEATRBHAR
to profit or loss upon disposal of FREZHEIME
assodates - - - - (731) = = = (137 = (737)
Total comprehensive expense FERENRAE
for the year - - - - (1,528) - - (38967) (40,495 (3.181) 43,676)
Isue of hares (note 28(afi) Tt (FizE281a)i) 7360 U971 - - - - - - 23 - 2337
Partial disposal of equity nterest n FhLER-HNBARDL
a subsidiary (note 33(5) TRk (H333(0)) 5 = = = = = 3 - 3 i) 1
Acquision of non-controling inerests W ZF R (H3E33(0)
(note 33(c) - - - - - - (102) - (102) 102 -
7,360 2971 - - (1,528) - (99) (38967) (8257) (3,080) (11,337)
At 31 December 2018 and HoB-NET2A=1-BR
1 January 2019 —2-1%-B-R 50,906 38149 2407 16,699 (270) - (99) (202,770) 248383 2193 210576
Changes in equity for 2019: ZE-NERERD:
Loss for the year FEER S e e e e e e (614700 (61.470) 6013 (67.483)
Other comprehensive expense for the year, FEEH2ERT -
et of nil tax THREH

- Bichange differences on translation

ENRERA
-RENEEBIERR,
of finandil statements of foreign ERZE

operations - e e e ) s s e ) ) 2)

~ Equity investments at FVOC: net ~IVOCE S 2 RARE :
movement in fair value reserve AVEREZBHTE
(non-tecycling) (FrEE) S S e e e (349) e e (349) S (348)
Total comprehensive expense FEREMRAR
for the year - - - - 21 (348) - (61,470 (61,839) (6,018) (67,857)
At 31 December 2019 WoE-RE+ZA=1-R 50,906 381,490 2427 16,699 (291) (348) (99) (264,240) 186,544 16,175 202,719

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

See note 2(c).

The notes on pages 62 to 191 form part of the consolidated financial FO2E R B 2 Wi AARERE B H 2R < 415K
statements. B e
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CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éIﬁﬁ)\ﬁJ%%

For the year ended 31 December 2019 HE—_ZT— NG +-_A=+—HILFE

(Expressed in Hong Kong dollars) (LA T3 7R)

2019 2018
—2-NF =Z— N\
Notes HK$'000 HK$'000
HtaF FERT FAT
(Note)
(Ff43E)
Operating activities REER
Loss before taxation BRE A& B (69,601) (43,534)
Adjustments for: FEE
— Changes in fair value of prepayment option — B 3175 5 ZiE {75 2
embedded in promissory note issued RAEREATEEZS - 116
— Changes in fair value of consideration —¥BEMHENREZ
payable for business combinations NEEEE) = 778
— Bank interest income —IRITFE WA 4 (3) 3)
— Gain on disposal of a joint venture —HE—HAaEhE s 4 = (12)
— Gain on early termination of leases —IRAIR LTS 2 W 4 (20) -
— Reversal of impairment loss on loans and — EWE & F BOREE 1B O
interest receivables 4 = (371)
— Waiver of amount due to a joint venture — BN —EAETERBEZERR 4 - (14)
— Finance costs — & KA 5(a) 2,327 2,513
- Amortisation of intangible assets — B8 B 5() 12,836 12,836
— Depreciation of property, plant and - BWEMREITE
equipment 5() 6,476 7,536
— Depreciation of right-of-use assets —EHEEENE 5() 4,145 S
— Impairment loss on contract assets —BRNEEREERE 5(c) 7
— Impairment loss on trade receivables —EWERFOREEE 5(c) 113
— Impairment loss on loans and —EWEREFEREERE
interest receivables 5() 4,850 S
— Loss on disposal of property, plant and —HEME  BFEREZEEE
equipment 5(c) 34 119
— Write-down of inventories —MoRFEE 5(c) 44 -
— Write-off loans and interest receivables — M iE R E R R A 5(c) 27 31
— Impairment loss on goodwill —EEREEIE 12 44,975 24,903
— Loss on disposal of associates —HEBE N FEE 13 = 3,339
— Share of profits of associates — PRGBS N RS F - (1,376)
— Effect of foreign exchange rate changes, net — [ R &85/ 2 %58 26 (201)
RigHEEEBRAR 59
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CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éIﬁﬁ)\ﬁ:%%

For the year ended 31 December 2019 HE—_ZT— NG+ _A=+—HILFE
(Expressed in Hong Kong dollars) (LA 7T 7R)

2019 2018
—2-NF —E—)\F
Notes HK$'000 HK$'000
HtaE FET FEIT
(Note)
(F43E)
Operating profit before working capital #&3E &£ 8 B 5] 2 K& EF
changes 6,236 6,672
Movement in account with a joint venture —HAEt*¥KE &3 - 24
Increase in contract assets SR EEEN - (3,875)
Increase in trade and other receivables J7E Ui B ok K% L th e Uk R N (456) (9,021)
Increase in loans and interest receivables JE W B R % ) B (6,264) (11,956)
(Decrease)/increase in trade and JFE 1< B 35K Rk L At B 5 3R
other payables CRi), /38 (733) 436
(Decrease)/increase in contract liabilities AR ECKD), (1,539) 6,735
Decrease in deferred income EREW AR D - (7.174)
Net cash used in operation EEFMARSFE (2,756) (18,159)
Hong Kong Profits Tax refunded/(paid) RE(BA) &EFEH 92 (95)
Net cash used in operating activities RETBHFARESFE (2,664) (18,254)
Investing activities
Expenditure on projects development HER#EX D (3,000) -
Interest received 3 3
Payment for consideration payable EBREAEHENREINFKIE
for business combination 29(f) - (72,429)
Payment for purchase of property, plant and BEE Y% -« BB M & #HE X N RIE
equipment (533) (2,235)
Proceeds from disposal of associates 13 - 31,540
Proceeds from disposal of a joint venture 14 - 15
Proceeds from disposal of property, plant and H&E¥% « K5 & & EFT
equipment - 80
Proceeds from partial disposal of a subsidiary &[5 H & — M E 2 & /7 33(b) = 2
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CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éIﬁﬁﬁéi

For the year ended 31 December 2019 HE—_ZT— NG +-_A=+—HILFE
(Expressed in Hong Kong dollars) (LA T3 7R)

2019 2018
—E-hEF =Z— N\
Notes HK$’000 HK$'000
HtaF FERT FAT
(Note)
(PR EE)
Net cash used in investing activities RETZEFTARELSESE (3.530) (43,024)
Financing activities REEE
Capital element of lease rentals paid EfNHEEHESEART S (4,031) (982)
Interest element of lease rentals paid ENHEEHESFEHD (299) (166)
Interest paid EARTAE (2,028) (2,347)
Proceeds from issue of shares BITIRAD TS R IE 28(a) - 32,337
Proceeds from new bank loans FIRITERFTEFUR 43,200 =
New loan from a third party RKE—RBBZHZHER 10,000 33,000
Repayment of bank loans ERRITER (2,934) -
Loans repayment to third parties ME=ZFEEERK (43,000) (28,000)
Net cash generated from financing RMEETBHRERETHE
activities 908 33,842
Net decrease in cash and cash equivalents RE& R RS E BB B (5,286) (27,436)
Cash and cash equivalents at 1 January R—B—BZRERBLZEY 14,948 42,389
Effect of foreign exchange rate changes EZRS# BT E (52) (5)
Cash and cash equivalents at Rt+t=ZA=+—-BH2
31 December ReRELZEEY 9,610 14,948

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

See note 2(c).

The notes on pages 62 to 191 form part of the consolidated financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

62

COMPANY INFORMATION

Aurum Pacific (China) Group Limited (the “Company”) is an exempted
company with limited liability incorporated in the Cayman Islands. Its
shares are listed on GEM of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The Company has its registered office and
principal place of business at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, the Cayman Islands and 21st Floor,
Henan Building, 90 Jaffe Road, Wanchai, Hong Kong respectively.

The Company acts as an investment holding company. The principal
activities of its subsidiaries are set out in note 33(a).

The consolidated financial statements for the year ended 31 December
2019 comprise the Company and its subsidiaries (together the
“Group”).

The consolidated financial statements are presented in thousands of
units of Hong Kong dollars (“HK$'000") unless otherwise stated. Hong
Kong dollars (“HK$") is the Company’s functional currency and the
Group'’s presentation currency.

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance
These consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"), which collective term includes
all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. These consolidated financial
statements also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing Rules”).

AURUM PACIFIC (CHINA) GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(a)

(b)

Statement of compliance (Continued)

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 2(c) provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for the current and prior accounting
periods reflected in these consolidated financial statements.

A summary of the significant accounting policies adopted by the
Group is set out below.

Basis of preparation of the consolidated financial
statements

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost basis
except that investment in equity securities and derivative
financial instruments are stated at fair value as explained in the
accounting policies set out in notes 2(h) and 2(i) respectively.

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may 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.

2

EFREHBE (&)

(a)

(b)

BHIEH (&)

BRI ABERME THREASE
BN & 5T HIRE B R A R e AT HR AT IR
R RBERT R AN BREE
Al - EREAZEERMSIBAR
AEM ARG HEZEFNES
BREHEORNZEFFEAVBHRERNA
Rk - BRAEMEIIRHI 20

A& B AR 2 £ B85 B
mT o

mRGEBHRAZEE

RAEGEMBRRMAZTEREE
RELRAREE  ERAES 2R
B ROTE SR T A Rl E2(h) K
20 BRI 2 A TERZS -

RATETEUBRELRN 2K
MsmE FREEEEFELHE -
AEt RRER - Mt FHIE - AR RR
REFEBRRZER  UREE 8
B AR 2 2R - ZF M
FAREBRRIABELRERBR
EEBBATEAREZZEEMEA
ERER ARARERAMEE
REAMFIRARBHNZEENAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b) Basis of preparation of the consolidated financial

64

(c)

statements (Continued)

Judgements made by management in the application of HKFRSs
that have significant effect on the consolidated financial
statements and major sources of estimation uncertainty are
discussed in note 35.

Changes in accounting policies

The HKICPA has issued a new HKFRS, HKFRS 16 “Leases”, and a
number of amendments to HKFRSs that are first effective for the
current accounting period of the Group. Except for HKFRS 16
“Leases”, none of the developments have had a material impact
on how the Group’s consolidated financial statements for the
current or prior periods have been prepared or presented.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period (see
note 36).

HKFRS 16 “Leases” replaces HKAS 17 “Leases” and the
related interpretations HK(IFRIC) Int-4 “Determining whether
an Arrangement contains a Lease”, HK(SIC)-Int 15 “Operating
Leases — Incentives” and HK(SIC)-Int 27 “Evaluating the
Substance of Transactions Involving the Legal Form of a Lease”.

HKFRS 16 introduces a single accounting model for lessees,
which requires a lessee to recognise a right-of-use asset and a
lease liability for all leases, except for leases that have a lease
term of 12 months or less (“short-term leases”) and leases
of low-value assets. The lessor accounting requirements are
brought forward from HKAS 17 and remain substantially
unchanged. It also introduces additional qualitative and
quantitative disclosure requirements which aim to enable users
of the consolidated financial statements to assess the effect that
leases have on the financial position, financial performance and
cash flows of an entity.

AURUM PACIFIC (CHINA) GROUP LIMITED
Annual Report 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c)

Changes in accounting policies (Continued)

The Group has initially applied HKFRS 16 as from 1 January
2019. The Group has elected to use the modified retrospective
approach and has therefore recognised the cumulative effect of
initial application as an adjustment to the opening balance of
equity at 1 January 2019. Comparative information has not been
restated and continues to be reported under HKAS 17.

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

(i)  New definition of a lease

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

2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c) Changes in accounting policies (Continued)

66

(1)

(ii)

New definition of a lease (Continued)

The Group applies the new definition of a lease in HKFRS
16 only to contracts that were entered into or changed on
or after 1 January 2019. For contracts entered into before
1 January 2019, the Group has used the transitional
practical expedient to grandfather the previous assessment
of which existing arrangements are or contain leases.
Accordingly, contracts that were previously assessed as
leases under HKAS 17 continue to be accounted for as
leases under HKFRS 16 and contracts previously assessed
as non-lease service arrangements continue to be

accounted for as executory contracts.

Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a lessee to
classify leases as either operating leases or finance leases,
as was previously required by HKAS 17. Instead, the Group
is required to capitalise all leases when it is the lessee,
including leases previously classified as operating leases
under HKAS 17, other than those short-term leases and
leases of low-value assets which are exempt. As far as the
Group is concerned, these newly capitalised leases are in
relation to leased properties as disclosed in note 30. For an
explanation of how the Group applies lessee accounting,
see note 2(I)(i).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c) Changes in accounting policies (Continued)

(ii)

Lessee accounting and transitional impact

(Continued)
At the date of transition to HKFRS 16 (i.e. 1 January

2019), the Group determined the length of the remaining
lease terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted using
the relevant incremental borrowing rates at 1 January
2019. The weighted average of the incremental borrowing
rates used for determination of the present value of the

remaining lease payments was 5.2%.

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

- the Group elected not to apply the requirements
of HKFRS 16 in respect of the recognition of lease
liabilities and right-of-use assets to leases for which
the remaining lease terms ended within 12 months
from the date of initial application of HKFRS 16,
i.e. where the lease term ends on or before 31
December 2019;

- when measuring the lease liabilities at the date of
initial application of HKFRS 16, the Group applied
a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases with
a similar remaining lease term for a similar class of
underlying asset in a similar economic environment);
and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)

(AETTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c) Changes in accounting policies (Continued)

(ii)

Lessee accounting and transitional impact

(Continued)

- when measuring the right-of-use assets at the date
of initial application of HKFRS 16, the Group relied
on the previous assessment for onerous contract
provisions as at 31 December 2018 as an alternative
to performing an impairment review.

The right-of-use assets in relation to leases previously
classified as operating leases have been recognised at an
amount equal to the amount recognised for the remaining
lease liabilities, adjusted by the amount of any prepaid or
accrued lease payments relating to that lease recognised
in the consolidated statement of financial position at 31
December 2018.

So far as the impact of the adoption of HKFRS 16 on
leases previously classified as finance leases is concerned,
the Group is not required to make any adjustments at
the date of initial application of HKFRS 16, other than
changing the captions for the balances. Accordingly,
instead of “obligations under finance leases”, the Group
reclassified these amounts to “lease liabilities”, and the
depreciated carrying amount of the corresponding leased
assets, which were previously recognised under property,
plant and equipment, were recategorised as right-of-use
assets. There is no impact on the opening balance of
equity.
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commitments as disclosed in note

2018 to the opening balance for lease liabilities recognised
as at 1 January 2019:

HEFREER _T—NF—A
—HEERHERENRNE

EREVEIBR

Lease liabilities

HERE
HK$'000
THET

Operating lease commitments at 31 December 2018

Less: effect from short-term leases
Less: total future interest expenses

Lease liabilities relating to operating leases recognised
upon application of HKFRS 16

Add: finance lease liabilities recognised at
31 December 2018

Lease liabilities at 1 January 2019

Analysed as:
— Current portion
— Non-current portion

REE-NF+-_A=+—HH
BB AR

B RREEEE

B RS R S AR R

RIERB B BRE %L
BN ERELEHE
EBRzHEAE

m:R=—ZT—-NF+=A
=+ —HBERZBME
HEAaE

R-ZF-hF—A—HZ
HE&®E

iy
—BNEAEE
—JERN AR Y

4,026
(67)
(124)

3,835

3,188

7,023

4,630

2,393

7,023

BIAFESEEERAR
F{2019
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70

nount of right-of-use

) comprises the following:

Right-of-use
assets
EREEE
HK$'000
FAT
Right-of-use assets relating to operating leases JERB BT SRS ER S 1655
recognised upon application of HKFRS 16 AL EHERR
EREEE 3,835
Carrying amount included in property, plant and AL RIIRIE RS S5 2ER
equipment previously classified as finance leases F17THRNERREEEZ
under HKAS 17 M - BEREZHBREE 3,394
Right-of-use assets at 1 January 2019 RZEBE-NAF-—A—B2
EREEE 7,229
By class: RERED R
— Leased properties —THEmE 3,835
- Motor vehicles —_®E 3,394
7,229
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c) Changes in accounting policies (Continued)

(ii)

2 FEEFEEE

(0 BXEHE(E)

Lessee accounting and transitional impact (i) AEACEEIET LR B
(Continued) ERZE(E)
The following table summarises the impact of the TR N B BB 15 & 2
adoption of HKFRS 16 on the Group's consolidated BIIZE 165k ¥ AN S B4R & BT 5 AR
statement of financial position analysed by line items. Line MR E L EW IR P IE B T
items that were not affected by the changes have not SN - A BIEATHBEE S
been included. TR MHIEE o
Carrying Carrying
amount at Impact upon amount at
31 December adoption of 1 January
2018 HKFRS 16 2019
g
R_ZE—N\F BB
+=A WEER RZZE—NF
== F165% —A—H
ZRHEE e 2 BREE
HK$'000 HK$'000 HK$'000
AT FHT FAT
Property, plant and equipment ME  BENEE 47,734 (3,394) 44,340
Right-of-use assets FREEE - 7,229 7,229
Total non-current assets IRBEELE 181,359 3,835 185,194
Lease liabilities HEARE - 4,630 4,630
Obligations under finance leases g4 T & & ¥E 1,030 (1,030) -
Total current liabilities RBAEAE 44,772 3,600 48,372
Net current assets REEEFE 98,653 (3,600) 95,053
Total assets less current liabilities & EZE R B E & 280,012 235 280,247
Lease liabilities HEaE - 2,393 2,393
Obligations under finance leases g & T & #&¥E 2,158 (2,158) -
Total non-current liabilities ERBEELAE 9,436 235 9,671
NET ASSETS BEEFE 270,576 - 270,576
BiFPEEEBR AR 7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c) Changes in accounting policies (Continued)

72

(iii)

Impact on the financial performance and cash
flows of the Group

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as a
lessee is required to recognise interest expense accrued
on the outstanding balance of the lease liability, and
the depreciation of the right-of-use asset, instead of the
previous policy of recognising rental expenses incurred
under operating leases on a straight-line basis over
the lease term. This results in a positive impact on the
reported loss from operations in the Group’s consolidated
statement of profit or loss, as compared to the results if
HKAS 17 had been applied during the year.

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

The adoption of HKFRS 16 does not have significant
impact on certain line items on the consolidated statement
of profit or loss and consolidated statement of cash flows
if HKAS 17 had been applied during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M BRRHEE

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d) Subsidiaries and non-controlling interests

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

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised profits
arising from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated in
the same way as unrealised gains but only to the extent that

there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional terms
with the holders of those interests which would result in the
Group as a whole having a contractual obligation in respect of
those interests that meets the definition of a financial liability.
For each business combination, the Group can elect to measure
any non-controlling interests either at fair value or at the
non-controlling interests’ proportionate share of the subsidiary’s
net identifiable assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d) Subsidiaries and non-controlling interests

74

(e)

(Continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to the owners of the Company.
Non-controlling interests in the results of the Group are
presented on the face of the consolidated statement of profit
or loss and the consolidated statement of profit or loss and
other comprehensive income as an allocation of the total profit
or loss and total comprehensive income for the year between
non-controlling interests and the owners of the Company.

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

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with a
resulting gain or loss being recognised in profit or loss.

In the Company’s statement of financial position, an investment
in a subsidiary is stated at cost less impairment losses (see note

2(m)iii)).

Associates and joint venture

An associate is an entity in which the Group has significant
influence, but not control or joint control, over its management,
including participation in the financial and operating policy
decisions.

A joint venture is an arrangement whereby the Group and other
parties contractually agree to share control of the arrangement,
and have rights to the net assets of the arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M BRRHEE

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(e) Associates and joint venture (Continued)

An investment in an associate or a joint venture is accounted
for in the consolidated financial statements under the equity
method. Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group’s share
of the acquisition-date fair values of the investee’s identifiable
net assets over the cost of the investment (if any). The cost
of the investment includes purchase price, other costs directly
attributable to the acquisition of the investment, and any direct
investment into the associate or joint venture that forms part
of the Group’s equity investment. Thereafter, the investment is
adjusted for the post acquisition change in the Group’s share of
the investee’s net assets and any impairment loss relating to the
investment (see notes 2(g) and 2(m)(iii)). Any acquisition-date
excess over cost, the Group's share of the post-acquisition,
post-tax results of the investees and any impairment losses
for the year are recognised in the consolidated statement of
profit or loss, whereas the Group’s share of post-acquisition
post-tax items of the investees’ other comprehensive income is
recognised in the consolidated statement of profit or loss and

other comprehensive income.

When the Group’s share of losses exceeds its interest in the
associate or the joint venture, the Group’s interest is reduced
to nil and recognition of further losses is discontinued except
to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee. For
this purpose, the Group's interest is the carrying amount of
the investment under the equity method together with the
Group's long-term interests that in substance form part of the
Group’s net investment in the associate or the joint venture
(after applying the expected credit losses model to such other
long-term interests where applicable (see note 2(m)(i))).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(e) Associates and joint venture (Continued)

76

(f)

Unrealised profits and losses resulting from transactions between
the Group and its associates and joint ventures are eliminated to
the extent of the Group's interest in the investee, except where
unrealised losses provide evidence of an impairment of the asset
transferred, in which case they are recognised immediately in
profit or loss.

In all other cases, when the Group ceases to have significant
influence over an associate or joint control over a joint venture,
it is accounted for as a disposal of the entire interest in that
investee, with a resulting gain or loss being recognised in profit
or loss.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the
sum of the acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to former owners
of the acquiree and the equity interest issued by the Group in
exchange for control of the acquiree. Acquisition-related costs
are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

- deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 “Income
Taxes” and HKAS 19 “Employee Benefits” respectively;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(f) Business combinations (Continued)

liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
“Share-based Payment” at the acquisition date;

assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 “Non-current Assets Held
for Sale and Discontinued Operations” are measured in
accordance with that standard; and

lease liabilities are recognised and measured at the present
value of the remaining lease payments (as defined in
HKFRS 16) as if the acquired leases were new leases at
the acquisition date, except for leases for which the lease
term ends within 12 months of the acquisition date or
the underlying asset is of low value. Right-of-use assets
are recognised and measured at the same amount as the
relevant lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with
market terms.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

78

(f)

Business combinations (Continued)

Where the consideration transferred by the Group in a business
combination includes a contingent consideration arrangement,
the contingent consideration is measured at its acquisition-date
fair value and included as part of the consideration transferred
in a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period
adjustments are adjusted retrospectively. Measurement
period adjustments are adjustments that arise from additional
information obtained during the measurement period (which
cannot exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments depends
on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured to fair value
at subsequent to the end of the reporting period, with the
corresponding gain or loss being recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(9)

(h)

Goodwill
Goodwill represents the excess of:

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest in
the acquiree and the fair value of the Group’s previously
held interest in the acquire; over

(i) the net fair value of the acquiree’s identifiable assets and
liabilities measured at the acquisition date.

When (ii) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain purchase.

Goodwill is carried at cost less accumulated impairment losses.
Goodwill arising on a business combination is allocated to each
cash-generating unit, or groups of cash-generating units, that is
expected to benefit from the synergies of the combination and is
tested annually for impairment (see note 2(m)(iii)).

On disposal of a cash-generating unit during the year, any
attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.

Investments in equity securities
The Group's policies for investments in equity securities, other
than investments in subsidiaries, associates and joint ventures,

are set out below.

Investments in equity securities are recognised/derecognised on
the date the Group commits to purchase/sell the investment.
The investments are initially stated at fair value plus directly
attributable transaction costs, except for those investments
measured at fair value through profit or loss (“FVPL") for which
transaction costs are recognised directly in profit or loss. For an
explanation of how the Group determines fair value of financial
instruments, see note 29(f). These investments are subsequently
accounted for as follows, depending on their classification.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h) Investments in equity securities (Continued)

80

(i)

1)

An investment in equity securities is classified as FVPL unless
the equity investment is not held for trading purposes and
on initial recognition of the investment the Group makes an
irrevocable election to designate the investment at fair value
through other comprehensive income (“FVOCI”) (non-recycling)
such that subsequent changes in fair value are recognised in
other comprehensive income. Such elections are made on an
instrument-by-instrument basis, but may only be made if the
investment meets the definition of equity from the issuer’s
perspective. Where such an election is made, the amount
accumulated in other comprehensive income remains in the fair
value reserve (non-recycling) until the investment is disposed of.
At the time of disposal, the amount accumulated in the fair value
reserve (non-recycling) is transferred to accumulated losses. It is
not recycled through profit or loss. Dividends from an investment
in equity securities, irrespective of whether classified as at FVPL
or FVOCI, are recognised in profit or loss as other income.

Derivative financial instruments

Derivative financial instruments are recognised at fair value. At
the end of each reporting period the fair value is remeasured.
The gain or loss on remeasurement to fair value is recognised
immediately in profit or loss, except where the derivatives qualify
for cash flow hedge accounting or hedges of net investment in
a foreign operation, in which case recognition of any resultant
gain or loss depends on the nature of the item being hedged.

Property, plant and equipment
ltems of property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see note

2(m)(ii)).

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net disposal proceeds and the carrying
amount of the item and are recognised in profit or loss on the
date of retirement or disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

()

(k)

Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over their estimated

useful lives as follows:

Land and buildings 12 years
Leasehold improvements 3 to 5 years
Furniture and fixtures 4 to 5 years
Computers and other equipment 3 to 4 years
Motor vehicles 5 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of the item is allocated on a
reasonable basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual value,
if any, are reviewed annually.

Intangible assets (other than goodwill)

Expenditure on research activities is recognised as an expense in
the period in which it is incurred. Expenditure on development
activities is capitalised if the product or process is technically and
commercially feasible and the Group has sufficient resources
and the intention to complete development. The expenditure
capitalised includes the costs of materials, direct labour, and an
appropriate proportion of overheads and borrowing costs, where
applicable.

Capitalised development costs are stated at cost less
accumulated amortisation and impairment losses (see note
2(m)(iii)). Other development expenditure is recognised as an
expense in the period in which it is incurred.

Other intangible assets that are acquired by the Group are stated
at cost less accumulated amortisation (where the estimated
useful life is finite) and impairment losses (see note 2(m)(iii)).
Expenditure on internally generated goodwill and brands is
recognised as an expense in the period in which it is incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(k) Intangible assets (other than goodwill)

0]

82

(Continued)

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the assets’
estimated useful lives. The following intangible assets with finite
useful lives are amortised from the date when they are available
for use and their estimated useful lives are as follows:

Development costs 3 years
Technical know-how 5 years
Programming codes 5 years
Mobile games 2 to 5 years

Both the period and method of amortisation are reviewed

annually.

Leased assets

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer has both
the right to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.

(i)  Policy applicable from 1 January 2019

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not
to separate non-lease components and accounts for
each lease component and any associated non-lease

components as a single lease component for all leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(I) Leased assets (Continued)

0]

Policy applicable from 1 January 2019

(Continued)
At the lease commencement date, the Group recognises

a right-of-use asset and a lease liability, except for
short-term leases that have a lease term of 12 months or
less and leases of low-value assets. When the Group enters
into a lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a lease-by-lease
basis. The lease payments associated with those leases
which are not capitalised are recognised as an expense on
a systematic basis over the lease term.

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

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(I) Leased assets (Continued)

84

(1)

Policy applicable from 1 January 2019

(Continued)
The lease liability is remeasured when there is a change

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

The right-of-use asset recognised when a lease is
capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease
payments made at or before the commencement date,
and any initial direct costs incurred. Where applicable, the
cost of the right-of-use assets also includes an estimate
of costs to dismantle and remove the underlying asset
or to restore the underlying asset or the site on which
it is located, discounted to their present value, less
any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation
and impairment losses (see note 2(m)iii)). Depreciation is
calculated to write off the cost of right-of-use assets using
the straight-line method over the lease term or where
it was likely the Group would obtain ownership of the
assets, the life of the assets, as set out in note 2()).

The Group presents right-of-use assets and lease liabilities
separately in the consolidated statement of financial
position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(I) Leased assets (Continued)
(i) Policy applicable prior to 1 January 2019

In the comparative period, as a lessee the Group
classified leases as finance leases if the leases transferred
substantially all the risks and rewards of ownership to
the Group. Leases which did not transfer substantially all
the risks and rewards of ownership to the Group were
classified as operating leases.

Where the Group acquired the use of assets under
finance leases, the amounts representing the fair value
of the leased asset, or, if lower, the present value of the
minimum lease payments, of such assets were recognised
as property, plant and equipment and the corresponding
liabilities, net of finance charges, were recorded as
obligations under finance leases. Depreciation was
provided at rates which wrote off the cost of the assets
over the term of the relevant lease or, where it was likely
the Group would obtain ownership of the asset, the life of
the asset, as set out in note 2(j). Impairment losses were
accounted for in accordance with the accounting policy
as set out in note 2(m)(iii). Finance charges implicit in the
lease payments were charged to profit or loss over the
period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance
of the obligations for each accounting period. Contingent
rentals were charged to profit or loss in the accounting
period in which they were incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(I) Leased assets (Continued)

86

(ii)

Policy applicable prior to 1 January 2019
(Continued)

Where the Group had the use of assets held under
operating leases, payments made under the leases were
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis was more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received were recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals were charged to profit or loss in
the accounting period in which they were incurred.

(m) Credit losses and impairment of assets

(1)

Credit losses from financial assets and contract
assets

The Group recognises a loss allowance for expected credit
losses (“ECLs") on financial assets measured at amortised
cost (including cash and cash equivalents, loans and
interest receivables and trade and other receivables) and
contract assets as defined in HKFRS 15 “Revenue from
Contracts with Customers” (see note 2(0)).

Other financial assets measured at fair value, including
equity securities designated at FVOCI (non-recycling) and
derivative financial assets, are not subject to the ECL
assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(Continued)

(1)

Credit losses from financial assets and contract

assets (Continued)
Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all
expected cash shortfalls (i.e. the difference between the
cash flows due to the Group in accordance with the
contract and the cash flows that the Group expects to
receive), discounted at original effective interest rate,
where the effect of discounting is material.

The maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk. In measuring ECLs, the Group takes
into account reasonable and supportable information that
is available without undue cost or effort. This includes
information about past events, current conditions and
forecasts of future economic conditions.

Loss allowances for trade receivables and contract assets
are always measured at an amount equal to lifetime ECLs
which result from all possible default events over the
expected lives of these financial assets. ECLs on these
financial assets are estimated using a provision matrix
based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors and
an assessment of both the current and forecast general
economic conditions at the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)

88

(1)

Credit losses from financial assets and contract
assets (Continued)

Measurement of ECLs (Continued)

For all other financial assets (including loans and interest
receivables), the Group recognises a loss allowance equal
to 12-month ECLs unless there has been a significant
increase in credit risk of the financial assets since initial
recognition, in which case the loss allowance is measured
at an amount equal to lifetime ECLs. The 12-month ECLs
are losses that are expected to result from possible default
events within the 12 months after the end of the reporting
period.

Significant increases in credit risk

In assessing whether the credit risk of a financial asset has
increased significantly since initial recognition, the Group
compares the risk of default occurring on the financial
asset assessed at the end of the reporting period with that
assessed at the date of initial recognition. In making this
reassessment, the Group considers that a default event
occurs when the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held).
The Group considers both quantitative and qualitative
information that is reasonable and supportable, including
historical experience and forward-looking information that
is available without undue cost or effort.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(Continued)

(1)

Credit losses from financial assets and contract
assets (Continued)

Significant increases in credit risk (Continued)

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

failure to make payments of principal or interest on
their contractually due dates;

- an actual or expected significant deterioration in a
financial asset’s external or internal credit rating (if
available);

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

- existing or forecast changes in the technological,
market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to
meet its obligation to the Group.

Depending on the nature of the financial assets, the
assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a collective
basis, the financial assets are grouped based on shared
credit risk characteristics, such as past due status and
credit risk ratings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)

90

(1)

Credit losses from financial assets and contract
assets (Continued)

Significant increases in credit risk (Continued)

ECLs are remeasured at the end of each reporting period
to reflect changes in the financial asset’s credit risk since
initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or loss.
The Group recognises an impairment gain or loss for all
financial assets with a corresponding adjustment to their
carrying amount through a loss allowance account.

Basis of calculation of interest income

Interest income recognised in accordance with note 2(x)(ii)
is calculated based on the gross carrying amount of the
financial asset unless the financial asset is credit-impaired,
in which case interest income is calculated based on the
amortised cost (i.e. the gross carrying amount less loss
allowance) of the financial asset.

At the end of each reporting period, the Group assesses
whether a financial asset is credit-impaired. A financial
asset is credit-impaired when one or more events that
have a detrimental impact on the estimated future cash
flows of the financial assets have occurred.
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Basis of calculation of inte
Evidence that a financial asset is credit-impaired includes
the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or past due
event;

- it becoming probable that the borrower will enter
into bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; or

- the disappearance of an active market for a security
because of financial difficulties of the issuer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)

92

(1)

(ii)

Credit losses from financial assets and contract
assets (Continued)

Write-off policy

The gross carrying amount of a financial asset or contract
asset is written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. This is
generally the case when the Group determines that the
debtor does not have assets or sources of income that
could generate sufficient cash flows to repay the amounts
subject to the write-off. Subsequent recoveries of an asset
that was previously written off are recognised as a reversal
of impairment in profit or loss in the period in which the

recovery occurs.

Credit losses from financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments to
reimburse the beneficiary of the guarantee (the “holder”)
for a loss the holder incurs because a specified debtor fails
to make payment when due in accordance with the terms
of a debt instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)
(i)  Credit losses from financial guarantees issued

(Continued)

Financial guarantees issued are initially recognised
within “trade and other payables” at fair value, which
is determined by reference to fees charged in an arm'’s
length transaction for similar services, when such
information is obtainable, or to interest rate differentials,
by comparing the actual rates charged by lenders when
the guarantee is made available with the estimated rates
that lenders would have charged, had the guarantees
not been available, where reliable estimates of such
information can be made. Where consideration is received
or receivable for the issuance of the guarantee, the
consideration is recognised in accordance with the Group'’s
policies applicable to that category of asset. Where no
such consideration is received or receivable, an immediate

expense is recognised in profit or loss.

Subsequent to initial recognition, the amount initially
recognised as deferred income is amortised in profit or loss
over the term of the guarantee as income from financial
guarantees issued.

The Group monitors the risk that the specified debtor
will default on the contract and recognises a provision
when ECLs on the financial guarantees are determined
to be higher than the amount carried in “trade and other
payables” in respect of the guarantees (i.e. the amount
initially recognised, less accumulated amortisation).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

94

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)
(i)  Credit losses from financial guarantees issued

(Continued)
To determine ECLs, the Group considers changes in the

risk of default on the specified debtor since the issuance
of the guarantee. A 12-month ECL is measured unless the
risk that the specified debtor will default has increased
significantly since the guarantee is issued, in which case a
lifetime ECL is measured. The same definition of default
and the same assessment of significant increase in credit
risk as described in note 2(m)(i) apply.

As the Group is required to make payments only in the
event of a default by the specified debtor in accordance
with the terms of the instrument that is guaranteed, an
ECL is estimated based on the expected payments to
reimburse the holder for a credit loss that it incurs less any
amount that the Group expects to receive from the holder
of the guarantee, the specified debtor or any other party.
The amount is then discounted using the current risk-free
rate adjusted for risks specific to the cash flows.
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that the following assets may be impaired or, except in the
case of goodwill, an impairment loss previously recognised

no longer exists or may have decreased:

property, plant and equipment;

- right-of-use assets;

- intangible assets;

- goodwill; and

- investments in subsidiaries in the Company’s
statement of financial position.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill and
intangible assets that are not yet available for use, the
recoverable amount is estimated annually whether or not
there is any indication of impairment.
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96

Calculation of recoverable amo

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value in
use. In assessing value in use, the estimated future
cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessments of the time value of money and
the risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets
that generates cash inflows independently (i.e. a
cash-generating unit).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets
(Continued)
(i) Impairment of other non-current assets

(Continued)

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses recognised
in respect of cash-generating units are allocated
first to reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or group of
units) and then, to reduce the carrying amount of
the other assets in the unit (or group of units) on a
pro rata basis, except that the carrying value of an
asset will not be reduced below its individual fair
value less costs of disposal (if measureable) or value
in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed. A reversal
of an impairment loss is limited to the asset’s
carrying amount that would have been determined
had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to
profit or loss in the year in which the reversals are
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

98

(n)

(o)

Inventories
Inventories, which represent merchandises for resale, are carried
at the lower of cost and net realisable value.

Cost is calculated using the first-in, first-out formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised.

The amount of any write-down of inventories to net realisable
value and all losses of inventories are recognised as an expense
in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense
in the period in which the reversal occurs.

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see note 2(x)) before being unconditionally entitled
to the consideration under the payment terms set out in the
contract. Contract assets are assessed for ECLs in accordance
with the policy set out in note 2(m)(i) and are reclassified to
receivables when the right to the consideration has become
unconditional (see note 2(q)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(o)

(p)

Contract assets and contract liabilities (Continued)
A contract liability is recognised when the customer pays
non-refundable consideration before the Group recognises the
related revenue (see note 2(x)). A contract liability would also
be recognised if the Group has unconditional right to receive
non-refundable consideration before the Group recognises the
related revenue. In such cases, a corresponding receivable would
also be recognised (see note 2(q)).

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of unrelated
contracts are not presented on a net basis.

When the contract includes a significant financing component,
the contract balance includes interest accrued under the effective
interest method.

Loans and interest receivables

Loans receivable are loans granted to customers in the ordinary
course of business. If collection of loans receivable is expected in
one year or less, they are classified as current assets. If not, they
are presented as non-current assets.

Interest receivables are interests derived from loans granted to
customers in the ordinary course of business.

Loans and interest receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less allowance for credit loss (see note 2(m)(i)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(q) Trade and other receivables

100

(r)

(s)

A receivable is recognised when the Group has an unconditional
right to receive consideration. A right to receive consideration
is unconditional if only the passage of time is required before
payment of that consideration is due. If revenue has been
recognised before the Group has an unconditional right to
receive consideration, the amount is presented as a contract
asset (see note 2(0)).

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses (see note 2(m)(i)).

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition.

Cash and cash equivalents are assessed for ECL in accordance
with the accounting policy set out in note 2(m)(i).

Trade and other payables

Trade and other payables are initially recognised at fair value.
Except for financial guarantee liabilities measured in accordance
with note 2(m)(ii), trade and other payables are subsequently
stated at amortised cost unless the effect of discounting would
be immaterial, in which case they are stated at cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)

(u)

(v)

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost using
the effective interest method. Interest expense is recognised in
accordance with the accounting policy for borrowing costs (see
note 2(z)).

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which the
associated services are rendered by employees. Where payment
or settlement is deferred and the effect would be material, these
amounts are stated at their present values.

Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the
relevant amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused tax credits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

102

(CONTINUED)

(v) Income tax (Continued)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward.
The same criteria are adopted when determining whether
existing taxable temporary differences support the recognition
of deferred tax assets arising from unused tax losses and credits,
that is, those differences are taken into account if they relate to
the same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax loss
or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they will
reverse in the future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(v) Income tax (Continued)

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted
or substantively enacted at the end of the reporting period.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the
end of each reporting period and is reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities,
and deferred tax assets against deferred tax liabilities, if the
Company or the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the
following additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability

simultaneously; or
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

104

(CONTINUED)

(v) Income tax (Continued)

- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis or
realise and settle simultaneously.

(w) Provisions and contingent liabilities

Provisions are recognised when the Company or the Group has
a legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be
made. Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to settle
the obligation.

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, whose existence 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHI7R)

2 SIGNIFICANT ACCOUNTING POLICIES 2 EESIBEE)
(CONTINUED)
(x) Revenue and other income x) WKmREMPA

Income s classified by the Group as revenue when it arises from
the sale of goods, the provision of services and licensing of its
own intellectual properties in the ordinary course of the Group’s
business.

Revenue is recognised when control over a product or service
is transferred to the customer at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is
after deduction of any trade discounts.

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

(i) Provision of software platform includes:

- Sales of licensed software, which are recognised
when the goods are delivered to customers and
titles has been passed which is taken to be the point
in time when the customer has accepted the goods;

- Software maintenance service income received or
receivable from customers when the maintenance
service contracts are entered into, which is
recognised on a straight-line basis over the term of
the maintenance service contract;

- Software rental and subscription income from
software application and website development,
which are recognised at point in time when the

relevant services are rendered; and

HEARAEBRFE XK BEP B
HEEY - RRUIRS LR B ERE
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106

website conversion, website development deriving
from providing software application and electronic
learning platform to customers, which is recognised
over time when services are rendered. Revenue
is also recognised in profit or loss in respect of
the contract liabilities over the term of the service
contract.

(i) Interest income

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured at
amortised cost that are not credit-impaired, the effective
interest rate is applied to the gross carrying amount of
the asset. For credit-impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e. gross
carrying amount net of loss allowance) of the asset (see
note 2(m)(i)).

AURUM PACIFIC (CHINA) GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(x)

(v)

Revenue and other income (Continued)
(i) Revenue from mobile games and applications
includes:

- Publishing income from online game platform
owners, which is recognised at point in time on net
basis from platform owners when the paying players
purchase the game credits for the mobile games
after deducting pre-determined commissions;

- Service income from the provision of mobile games
and applications development and related services,
which are recognised over time when the services
are rendered in accordance with the contracts; and

- Licensing income, which is recognised when
the performance obligations under the relevant
agreements has been accomplished.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the end of
the reporting period. Exchange gains and losses are recognised
in profit or loss.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using
the foreign exchange rates ruling at the transaction dates.
The transaction date is the date on which the Company
initially recognises such non-monetary assets and liabilities.
Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the
foreign exchange rates ruling at the dates the fair value was
measured.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

108

v)

(z)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions. Statement
of financial position items, including goodwill and any fair value
adjustments to the carrying amounts of assets and liabilities
arising on the acquisition of foreign operations acquired on or
after 1 January 2005, are translated into Hong Kong dollars
at the closing foreign exchange rates ruling at the end of
the reporting period. The resulting exchange differences are
recognised in other comprehensive income and accumulated
separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation is
reclassified from equity to profit or loss when the profit or loss
on disposal is recognised.

Borrowing costs
Borrowing costs that are directly attributable to the acquisition,

construction or production of an asset which necessarily takes
a substantive period of time to get ready for its intended use
or sale are capitalised as part of the cost of that asset. Other
borrowing costs are expensed in the period in which they are
incurred.

(aa) Related parties

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

(1) has control or joint control of the Group;

(2)  has significant influence over the Group; or

(3) is @ member of the key management personnel of
the Group or the Group’s parent.
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(1)

)

(€)

()

(&)

The entity and the Group are
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 employees of either the Group or an
entity related to the Group.

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

A person identified in (i)(1) has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity).

@)

()

5)

X %E Rl
EEZKERR (&
AT HWEBAARA
B R R K IE AR
B) o

—HEBRZ BB
BERRHAEDRE (K
A—ERBRKRERRZ
SEBETREREZH

BARRAELE) -

MEERY AR —F=
TREERE-

—RMERAE=7E8
ZRELE mME—&
BRARE=-TERZH

AT -

ERRAEENEARE
EEEHcERHMESRS
M 28 3R S 7 B4R R

£l

ERROMBALE
e 52 SRR o

ROMATERIA LT HE
BREAXENIEZ
ER(ARERZER
AIBREEEKE -

RfgPEKEARAT 109

F{2019



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

2 SIGNIFICANT ACCOUNTING POLICIES

110

(CONTINUED)
(aa) Related parties (Continued)

(i) An entity is related to the Group if any of the following
conditions applies: (Continued)

(8)  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.

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.

(ab) Segment reporting

Operating segments, and the amounts of each segment item
reported in the consolidated financial statements, are identified
from the financial information provided regularly to the
Group’s most senior executive management for the purposes of
allocating resources to, and assessing the performance of, the
Group's various lines of business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the type or class of customers, the
methods used to distribute the products or provide the services,
and the nature of the regulatory environment. Operating
segments which are not individually material may be aggregated
if they share a majority of these criteria.
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Provision of software platform services REEET RS
Interest income from money lending WAEFTE FE M A
Mobile games and applications F ek & rE

Disaggregation of revenue from contracts with customers by
the timing of revenue recognition and by geographic markets is
disclosed in notes 3(b)(i) and 3(b)iii) respectively.

2018
—E-N\F
HK$'000
TET

18,603
13,473
21,892

53,968

BRHEERRE ISR TISE D 2
P A #WEE D B EE T E3(b)()
e 3(b)iii) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

(Expressed in Hong Kong dollars)

(AETTHIR)

3

112

REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b)

Segment reporting
The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker, which

are used to make strategic decisions.

The Group has three reportable segments. The segments
are managed separately as each business offers different
products and services and requires different business strategies.
No operating segments identified by the chief operating
decision-maker have been aggregated in arriving at the
reportable segments of the Group. The following summary
describes the operations in each of the Group’s reportable

segments:

— Software platform

— Money lending

— Mobile games

and applications

: Developing and marketing of

patented server based technology
and the provision of communications
software platform and software
related services.

. Provision of money lending business

through a wholly-owned subsidiary
of the Company which is a money
lender licensed in Hong Kong under
the Money Lenders Ordinance
(Chapter 163 of the Laws of Hong
Kong).

: Game publishing, development

of mobile games and related
intellectual property and platform,
mobile applications and data
solutions and provision of IT related
solutions.

AURUM PACIFIC (CHINA) GROUP LIMITED

Annual Report 2019

3

Wz & o AR & ()

(b) #EHE

AEBREERLERKE RS
ERRZBHREETHLENH -

AEBER=BEAHREHH - AR F
EBREARER MR - AFEE
BREBMATR - 80 BEENE
B o FEREAEE 2 AT E D AR -
TEEERRELEMARER 2 E
EBOHES - ARBEAHRED
ZEBFAE

-HHETa e 8 & & 8E R fR)
R 28 B EL A 2 B i
RIBHUBA BT
a & B 448 Ak
ﬂ_‘% °

- & FEBANR R ABRE
NGB (F %0
FI13E)BE T ZE
BRIBREAZE
B BN ER AR
BRI ©

- FHIER
¥t

BITHER  FET
1% 355 185 R0 48 8 N 8
ERERTE  FTH
&R M BURRRIRTT
= WIRHAREE
AR ARRTTEE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)

(LAY T3 7R)
3 REVENUE AND SEGMENT REPORTING 3
(CONTINUED)

(b) Segment reporting (Continued)

(1)

Business segment

Wz K o AR & ()

(b) 7 EB#HE (&)
() EBEDH

2019
“Z-NE
Mobile
Software Money  games and
platform lending  applications Total
FRER
gH¥a HE RER @t
HK$'000 HK$'000 HK$'000 HK$'000
TER TET TER TET
Disaggregated by timing of revenue  ZINERIBHE S
recognition
Point in time RE—F R 13,118 - 710 13,828
Over time FEE R 6,989 17,040 2,216 26,245
Revenue from external customers REIREF 2 W5 20,107 17,040 2,926 40,073
Reportable segment profit PEG R
("adjusted EBITDA") ([ 435 EBITDA]) 4,152 8,692 20 12,864
Depreciation and amortisation EREHE 858 1,565 12,870 15,293
Write-off of loans and interest receivables — #ifi 4 & U & 2% 12 7 8. - 27 - 27
Impairment losses on: THIEE 2 REESE
— contract assets —BHEE - = 7 7
- trade receivables — R 18 - 95 113
~ loans and interest receivables —~EREZEFE - 4,850 - 4,850
~ goodwil -k - - 44,975 44,975
Income tax credit ERES - - (2,118) (2,118)
Reportable segment assets ARENHEE 7,865 116,854 47,446 172,165
Additions to non-current assets B BELM 2,214 1,461 3,110 6,785
Reportable segment liabilities AREH AR (6,653) (50) (25,770) (32,473)
RigHEEEBRAR 13
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)

(AETTHIR)

3

114

REVENUE AND SEGMENT REPORTING
(CONTINUED)
(b) Segment reporting (Continued)

3 WEkDBHRE (B
(b) 7 EB#HE (&)

Business segment (Continued) () FEFEDE(E)
2018 (Note)
ZZ2—N\F ()
Mobile
Software Money games and
platform lending applications Total
F iR
#gHTa & RER it
HK$'000 HK$'000 HK$'000 HK$'000
THAT AT TAT THT
Disaggregated by timing of revenue KW EEREBE S
recognition
Point in time AE e 8,050 - 19,340 27,390
Qver time | 10,553 13,473 2,552 26,578
Revenue from external customers FENRE P 2 Wiz 18,603 13,473 21,892 53,968
Reportable segment profit BEE R
("adjusted EBITDA”) (4 EEBITDA ) 1,265 11,697 14,316 27,278
Depreciation and amortisation TEREH 1M1 714 12,850 13,675
Write-off of loans and interest receivables — # $5 & W & 7 & FIl & - 31 - 31
Impairment losses/(reversal of impairment 5178 8 2 B{ER
losses) on: B/ (REBERR)
— contract assets -aHEE - 3 3
— trade receivables — RSN = - 9
— loans and interest receivables —-EREREANE = (371) = (371)
— goodwill -BE - - 24,903 24,903
Income tax expense/(credit) FiEHiR%/ (k) S (1,466) (1,462)
Reportable segment assets AREDDEE 4,608 117,438 60,274 182,320
Additions to non-current assets ERBEELM 7 1,713 16 1,736
Reportable segment liabilities ARENHEE (6,641) (73) (11,104) (17,818)

Note: The Group has initially applied HKFRS 16 using the modified
retrospective approach. Under this approach, the comparative

information is not restated (see note 2(c)).

The measure used for reporting segment profit is
“adjusted EBITDA", i.e, “adjusted earnings before interest,
taxes, depreciation and amortisation and impairment

losses on non-current assets”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)
(LA T 7R)

3 REVENUE AND SEGMENT REPORTING 3 WEko#SHE (&)
(CONTINUED)
(b) Segment reporting (Continued) (b) #Z#HE (&)
(i) Reconciliation of reportable segment revenue, (i) ERESZY s - 1B
profit or loss, assets and liabilities BERBECEHE
2019 2018
—B-NEF —E-N\F
HK$’'000 HK$'000
FET FHET
(Note)
(B EE)
Revenue &
Reportable segment revenue A ¥ oAb U e 40,073 53,968
Loss for the year FEESR
Reportable segment profit AR &P A 12,864 27,278
Loss on disposal of associates S E A R EE - (3,339)
Share of profits of associates JE (Bt 2 1 B0 A - 1,376
Unallocated corporate income and ROBMEEVARFES
expenses (80,347) (67,387)
(67,483) (42,072)
Total assets EESE
Reportable segment assets AmEDHEE 172,165 182,320
Unallocated corporate assets ROBEBEEEE 88,533 142,464
260,698 324,784
Total liabilities EEEH
Reportable segment liabilities ARENFEE 32,473 17,818
Unallocated corporate liabilities AOETCEARE 25,506 36,390
57,979 54,208
Note: The Group has initially applied HKFRS 16 using the modified Bisy : AEEEESETENEY
retrospective approach. Under this approach, the comparative RERES IS RE RS
information is not restated (see note 2(c)). 165 o IR H 5 WARE

Bt A M (RHTFE2(0) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

3

116

REVENUE AND SEGMENT REPORTING
(CONTINUED)
(b) Segment reporting (Continued)

(ii)

(iii)

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

The unallocated corporate income and expenses mainly
include depreciation and amortisation, finance costs,
impairment loss on goodwill, staff costs and legal and
professional fees of head office. The unallocated corporate
assets and liabilities mainly include goodwill, property,
plant and equipment, right-of-use assets, deposits
and prepayments, lease liabilities and interest-bearing
borrowings. This is the measure reported to the chief
operating decision-maker for the purposes of performance

assessment and resource allocation.

Geographical information and major customers

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (i) the Group’s property, plant
and equipment, right-of-use assets, intangible assets
and goodwill (“specified non-current assets”). The
geographical location of the specified non-current assets
is based on the physical location of the assets, in case of
property, plant and equipment and right-of-use assets, the
location of the operation to which they are allocated, in

case of intangible assets and goodwill.

3 WEkDBHRE (B

(b) 7 HBHE (E)

(ir)

(i)

Revenue from

external customers

A&7 EF R et~ R
BERREZHEE)

RABEERARFALEER
EEREN  BMARK 7
BREEE  BRHEEE TR
FUARERREEEM - KD
Ri¥EERAENEEORE
HE WX BERERE S
RRAE BFRREMNKE
HE A ERM SR - 1Tyt
RATERARPEAERE
EREEZERHA -

HE EXREBEF
TNREHNE R EE KRB I
REFPzZWHERiTERZ
ME - BERRE EREER
E-BEEENRER (THE
ERBDEE]) MEMEZ
R - IBEFRBEEMREL
BiIREEBERMAELE AD
¥ BEMRBAREREER
EME) k2 EMRAE AR
MEERBEMS) & -

Specified
non-current assets

REMREE ZW = EEFRBEE
2019 2018 2019 2018
—E-hFE —T-)\F ZEBE-—HLF —T—N\F
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET
Hong Kong BA 38,695 33,883 119,435 176,597
Mainland China R A 3B 827 19,678 97 14
Others Eib 551 407 = =
40,073 53,968 119,532 176,611
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T 7R)

3 REVENUE AND SEGMENT REPORTING 3
(CONTINUED)

(b) Segment reporting (Continued)
(i)  Geographical information and major customers
(Continued)
Others mainly cover Australia, Taiwan and Europe.

During the year ended 31 December 2019, no (2018: one)
customer with whom transactions exceeded 10% of the
Group's revenue.

Wz K o AR & ()

(b) 7 HHE (&)
(iif) EEHRTEES (&)

Hig 2R EEMN - 8 REUN

REBEE-ZT—NF+=-A=+—8
WHEE  TE(CZE—N\FE: —R)K
BERRERFZRZWemBRAEE
28 210% °

2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
TF# T THIT
Customer A from mobile games and F iz 5 % e A
applications ZEPA N/AT & At 19,566
L The corresponding revenue did not contribute 10% or more of # FEREU S T U35 10% BRI o

the total revenue.

4 OTHER INCOME, NET 4 Hu# A (GEZE)

2019 2018

—E-hEF —ET-N\F

HK$’'000 HK$'000

F#E T FAT

Bank interest income RITHEWA 3 3

Gain on disposal of a joint venture HE—MEe8E I - 12

Gain on early termination of leases AR LS 2 W s 20 -
Reversal of impairment loss on loans e E RS ZREBERD

and interest receivables - 371

Sundry income FEIEHA 478 703

Waiver of amount due to a joint venture B —EaELEREIRE - 14

501 1,103

BiFPEEEBR AR 117
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

(Expressed in Hong Kong dollars)
(LA T R)

5 LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/(crediting):

5 BRBAIEE

BBAIEERE R, GTA) THIEA

2019 2018
—E-NEF —ET-)N\F
HK$'000 HK$'000
FET FHET
(a) Finance costs: (a) EEHRA:
Finance charges on obligations under RMERERENIMKER
finance leases - 166
Interest in lease liabilities (Note) HEBENE () 299 -
Interest on other borrowings HAth & 3A 2 2,028 2,347
2,327 2,513
(b) Staff costs (including directors’ (b) EIRK(BREEM:
remuneration (note 7)): (PFsE7)) :
Salaries, wages and other benefits e TERHEMBEF 17,842 20,347
Contributions to defined contribution B 7E H FOR R AT 2R
retirement plan 728 891
18,570 21,238
() Other items: (0 HfEHE :
Auditor’s remuneration ZEEN B & 868 850
Amortisation of intangible assets BV A E#H 12,836 12,836
Depreciation of property, plant and W BELEETE
equipment (Note) (FF3E) 6,476 7,536
Depreciation of right-of-use assets (Note) EREEENE (M) 4,145 -
Expense relating to short-term leases and FpHBER T —hE
other leases with remaining lease term +ZA=+—H=%ZH
ending on or before 31 December 2019 ERZEEAERAEM
(Note) MHEZ B () 752 =
Impairment losses on: THNIEE 2 RIERIE
— contract assets —BHNEE 7 3
— trade receivables — R 113 9
— loans and interest receivables — R E T B 4,850
Loss of disposal of property, plant and HEME - BEKEE
equipment 28 34 119
Write-down of inventories MomEE 44 -
Write-off of loans and interest receivables i 55 FE B R R B2 27 31
Total minimum lease payments for leases S RIRIE BB gL
previously classified as operating leases FIIROEREEHE Y
under HKAS 17 (Note) HEzXEHRENRERE
(B EE) - 5,098
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

5

6

LOSS BEFORE TAXATION (CONTINUED)

Note:

The Group has initially applied HKFRS 16 using the modified retrospective
approach and adjusted the opening balances at 1 January 2019 to recognise
right-of-use assets relating to leases which were previously classified as
operating leases under HKAS 17. The depreciated carrying amount of the
finance lease assets which were previously included in property, plant and
equipment is also identified as a right-of-use asset. After initial recognition
of right-of-use assets at 1 January 2019, the Group as a lessee is required
to recognise the depreciation of right-of-use assets, instead of the previous
policy of recognising rental expenses incurred under operating leases on a
straight-line basis over the lease term. Under this approach, the comparative
information is not restated (see note 2(c)).

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS

(a)

BR B A0 &5 1R ()

i

AEEfRBLETENEEREREBUE
BEEANF1SRIRBER —_F—NEFE—H—
Bz B9 - AR RRIRE B & st
A7 BAKEEE 2 HE ZHRER
REE - RRFIAYME BERRBIBE
HEEE KT ERBETENAEREE
EeRN=ZT-NF— A BVLSHERERE
BER  ERAEA  AREEHREAE
BEZIE  MIEBENEREERZES
NS B AR ER S ABUR © RIRE
7R WAREDLBRER (R FE20) °

mEBERZEH

Taxation in the consolidated statement of profit (a) ZEBmiHEE:
or loss represents:
2019 2018
—E-hEF —E-N\F
HK$’'000 HK$'000
FERT FAT
Current tax — Hong Kong Profits Tax BIEABiIE — BB FIEH
Provision for the year NS B = 715
Under-provision in respect of prior years NAFERETRE - 4
- 719
Deferred tax credit (note 25(b)) EREH I 2 (Fz£25(b))
Origination and reversal of temporary EERBOERMEELE
differences (2,118) (2,181)
Actual tax credit ERBIRER (2,118) (1,462)
RigHEEEBRAR 19
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

6

120

INCOME TAX IN THE CONSOLIDATED

STATEMENT OF PROFIT OR LOSS

(CONTINUED)

(a) Taxation in the consolidated statement of profit
or loss represents: (Continued)

(1)

(ii)

(iii)

Hong Kong Profits Tax

No provision for Hong Kong Profits Tax has been made for
2019 as the subsidiaries incorporated in Hong Kong have
no assessable profits for the year.

The provision for Hong Kong Profits Tax for 2018 was
calculated at 16.5% of the estimated assessable profits
for the year, except for one subsidiary of the Group which
was a qualifying corporation under the two-tiered Profits
Tax rate regime. For this subsidiary, the first HK$2,000,000
of assessable profit was taxed at 8.25% and the remaining
assessable profit was taxed at 16.5%.

PRC Enterprise Income Tax

The subsidiaries incorporated in the People’s Republic of
China (“PRC") are subject to the PRC Enterprise Income
Tax rate of 25% (2018: 25%) for the year.

No provision for the PRC Enterprise Income Tax has been
made for 2019 as the subsidiaries incorporated in the PRC
have estimated tax losses for the year (2018: HK$Nil).

Income tax from other tax jurisdictions

Pursuant to the income tax rules and regulations, the
Group is not subject to income tax in Cayman lIslands and
the British Virgin Islands (the “BVI").

AURUM PACIFIC (CHINA) GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T 7R)

6 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
(CONTINUED)

(b) Reconciliation between tax credit and accounting
loss at applicable tax rates:

6

mEBERZEH (&)

(b) ZEBAHESEZHELRE
BRI

2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FERT FAT
Loss before taxation BRE A& B (69,601) (43,534)
Notional tax credit on loss before taxation at 12 & B A ERH Rt & 2 B FL AT
Hong Kong statutory tax rate JZEE’%Z%%%RIETKﬁ (11,484) (7,348)
Tax effect of non-deductible expenses PAIMBREZ 2 BB E 14,580 5,433
Tax effect of non-taxable income BARBFMAZ T B E (6,051) (232)
Tax effect of unused tax losses not recognised 7R iR AR B E RIS E 2
WM“ 964 657
Tax effect of utilisation of tax losses not ERBATABERTIEERE 2
recognised previously Mg E (1,611) (851)
Tax effect of temporary differences not ARG EE o NG E
recognised 1,396 647
Effect of difference tax rates of subsidiaries P B R 7 TR X 2 572 88 228
Under-provision in respect of prior years DNEEERENR = 4
Actual tax credit ERBIEE R (2,118) (1,462)
BiFPEEEBR AR 121
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R E B R R I R

(Expressed in Hong Kong dollars)

(LA T R)

7 DIRECTORS’ EMOLUMENTS 7 EEM=
Directors’ emoluments disclosed pursuant to section 383(1) of the RIERB D FMERFIZE383(N)K ~ A7 (FE
Hong Kong Companies Ordinance, Part 2 of the Companies (Disclosure EENamER) #8728 230 R GEM _E T8 A1
of Information about Benefits of Directors) Regulation and the GEM gz EEMMamT :

Listing Rules are as follows:

Salaries, allowance and  Retirement scheme
Directors' fees benefits in kind contributions Total
Eznd e ZHRENNE BRI EHRE @zt
2019 2018 2019 2018 2019 2018 2019 2018
ZB-0E ZT-\F ZB-hfF ZB-\F ZB-AF T\ ZB-0fF ZE\%
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000
TEx Téxn TEx TEx  TExm TEr  TAxn  TEx

Present directors RRES

Executive directors HiTES

Chan Kwun Chung (note 1) B (k) - - 1,170 807 18 18 1,188 825

Ng Kin Man (note 2) R (h32) - - 935 - 15 - 950 -

Sin Pui Ying (note 3) Al EGiRE)) - - 26 - - - 26 -

Non-executive director FUTES

Zheng Yonggiang (note 4) B4 (Wik4) - - 295 60 = - 295 60

Independent non-executive directors ~ BYFHTES

Fok Kin Fung Fric Efgl 120 120 - - - - 120 120

Lee G. Lam (note 5) M (Hs) 120 - - - - - 120 -

Leung Man Chun 2%fk 120 120 = - - - 120 120

Former directors ATEE

Executive directors HiTES

Chan Wai Kit (note 6) IRzt (ze) - - - 547 - 15 - 562

Lee Cheung Yuet Horace (note 7) M (7) - = 188 651 5 17 193 668

Independent non-executive directors BUFHTES

Lee Nim Wi (note 8) 58 (M) - 5 = - - = = 5

Pang Siu Yin (note 9) ZE (W) 66 115 = - - - 66 115
426 360 2,614 2,065 38 50 3,078 2475
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T R)

7 DIRECTORS' EMOLUMENTS (CONTINUED)

Notes:

1. Appointed as chief executive officer on 1 October 2018.
2. Appointed on 1 March 2019.

3. Appointed on 22 November 2019.

4. Appointed on 1 October 2018.

5. Appointed on 1 January 2019.

6. Resigned on 1 November 2018.

7. Appointed on 5 February 2018 and resigned on 1 April 2019.

8. Resigned on 15 January 2018.

9. Appointed on 15 January 2018 and resigned on 17 July 2019.

No directors waived any emoluments during the year (2018: HK$Nil).

8 INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, two (2018: two)
are directors whose emoluments are disclosed in note 7. The aggregate
of the emoluments in respect of the other three (2018: three)
individuals are as follows:

EEME (&)

i

1. R=Z—\F+A—-BEZERTHREH -

2. R-B-NF=A—HEZRE-

3 RZE-—NF+—A-+-REZE-

4 R-E-N\F+A—HEZE-

5. —hF—R—BEZE-

6. R-ZZ-N\F+—A—BEE-

7. RZZF-N\F_ARABEZXE INR_F
—NFOA—HBHE -

8. R-ZE-—N\F-ATHBRE-

9. RZZB-NF-ATHEERE AR =-F
—NFLAT+LEHEBHME

P FNFARREAME TS (—F
—N\E : EHT) °

REFMAL
REBRBHFMALES  AE(ZF—N
MR EE M BN ETRE -
=% (=B N\F: =) ERALZ
MeRBENT :

2019 2018

—ZE-NF —E—)N\F

HK$'000 HK$'000

FExT FHT

Salaries and other emoluments FeRHEAMMNE 2,168 1,727
Retirement scheme contributions IRRET IR 54 54
2,222 1,781
BIARBREBRERAR] 123
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

124

INDIVIDUALS WITH HIGHEST EMOLUMENTS
(CONTINUED)

The emoluments of the other three (2018: three) individuals with the
highest emoluments are within the following band:

8 BEHFMAL (R

HEt=% (2T N\F: =ZR)H52FHz
ERALZMEN FATEE

2019 2018
=E-NF —T-N\F
Number of Number of
employees employees
EBEAH B8 AE
HK$Nil - HK$ 1,000,000 % 70 21,000,000/ 7T 3 3
LOSS PER SHARE 9 BRERE
(a) Basic loss per share (a) BREXERE
The calculation is based on the loss for the year attributable BRERNEEIIIZAABEES A
to owners of the Company of HK$61,470,000 (2018: JIE {5 4F JZ /5 1861,470,0007% 7T (=
HK$38,967,000) and the weighted average number of ordinary T — J\ 4 : 38,967,000 T) & F
shares of approximately 1,272,640,000 (2018: 1,215,172,000) B 21T S @A 2 kg 15 8 %)
in issue during the year. 1,272,640,0000% (=& — )\ F :
1,215,172,0000% ) 5+ & -
(b) Diluted loss per share (b) EREBEEE

The diluted loss per share for the years ended 31 December
2019 and 2018 is the same as the basic loss per share as there

were no potential dilutive ordinary shares in issue.

AURUM PACIFIC (CHINA) GROUP LIMITED
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BENELE  GAREE
HK$000 HK$000 HK$'000 H
ThT Th Thr BT Thn

Cost A
At 1 January 2018 RZE-\F-A-A 49,484 3,537 3,088 1,588 6,483 64,180
Additions NE - - 504 59 1,672 2,235
Disposals e - (42) (144) (165) - (351)
Exchange adjustments SERE - = - ) = (6
At 31 December 2018 R-E-N\E+-A=t-H 49,484 3,495 3,448 1476 8,155 66,058
Impact on initial application of HKFRS 16 (Note) ERERBENRREED

21632 ¥ 2 (1) = = = = (5,478) (5,478)
At 1 January 2019 RZE-NE-A-A 49,484 3495 3,448 1,476 2,677 60,580
Additions AE = 58 21 104 3350 3533
Disposals H& - n) = - (140) (351)
Exchange adjustments SHERE = = = ) = 2
At 31 December 2019 R-E-NEF-A=1-H 49,484 3342 3,469 1578 5,887 63,760
Accumulated depreciation ZitHE
At 1 January 2018 RZE-N\F-A-H 6,529 1170 551 1214 1,482 10,946
Charge for the year KEENMBR 4124 1,086 669 166 1491 7536
Eliminated on disposals NHERYH = (17) (42) (93) = (152)
Exchange adjustments HERE = = = ) & (6
At 31 December 2018 RZE-\E+-A=1-A 10,653 2,239 1178 1,281 2973 18,324
Impact on initial application of HKFRS 16 (Note) BRERERHEREE]

21632 T2 (M) S S S S (2,084) (2,084)
At 1 January 2019 RZE-NE-A-A 10,653 2,239 1178 1,281 889 16,240
Charge for the year KEEMBR 4124 971 686 126 569 6,476
Fiminated on disposals R &R = (17 = = (140) 317)
Eichange adjustments HNEBE S S S 2 S 2
At 31 December 2019 RZE-NETZR=1-H 14,111 3033 1,864 1,405 1318 2,397
Carrying amount Kaf
At 31 December 2019 RZF-AE+-A=1-A 34,707 309 1,605 173 4,569 41,363
At31 December 2018 R=E-\F+-A=1-H 38831 1,256 2210 195 5,182 47,734

BT RHEEBRAR 125
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As 3 I
all situated in Hong Kong under medium-term lea

ber 2019, land and buildings of

AURUM PACIFIC (CHINA) GROUP LIMITED
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, with carrying
amount of HK$34,707,000 (2018: HK$38,831,000) have been pledged
to secure interest-bearing borrowings granted to the Group (see note
22).

RZB-NAF+=ZA=+ AEE+
i ] 42 F 2 BR T (834,707,000 7T (=
— /A4 : 38,831,000/8 7T) B I ATESELR
R E R R M BB (RMTEE22) - 5%
LT REFHMAEA - AR B
75 °



HK$'000

ThAL

Cost A
At 1 January 2018 WZZ-N\¥-A—-H 2,178 1,023 1,988 69,783 74,972
Write-off (Note (c) 88 (W) (2,178) (1,03) (1,988) - (5,189)
At 31 December 2018 and 1 January 2019 RZE-NE+=A=+-BRK

“E-NE-A-H = = = 69,783 69,783
Additions e 3,000 - - - 3,000
At 31 December 2019 RZE-NE+=A=1—H 3,000 = = 69,783 72,183
Accumulated amortisation and impairment ~ Rif ## & E
At 1 January 2018 RZZ-N\¥-A-H 2,178 1,023 1,988 12,836 18,025
Charge for the year AEEMGB - - - 12,836 12,836
Write-off (Note (c)) s (i EE) (2,178) (1,023) (1,988) - (5,189)
At 31 December 2018 and 1 January 2019 RZE-N\E+-A=+-RAk

“2-nE-fF-AH > = = 25,672 25,672
Charge for the year KEEMK - = S 12,836 12,836
At 31 December 2019 RZE-NF+-A=+-8 S - - 38,508 38,508
Carrying amount REE
At 31 December 2019 R-BE-AE+-A=1+—-H 3,000 - - 31,275 34,275
At 31 December 2018 RZE-\F+-h=1+-H = - - 44111 44111

RiEFEEEBERAF] 127
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2(k) and are internall

(b) Amortisation

(c)

The amortisation charges of mobile games for the year are
included in “Administrative expenses” in the consolidated
statement of profit or loss.

No amortisation charge of development costs was recognised
during 2019 as the intangible assets were not yet available for
use up to 31 December 2019.

Write-off

On 31 December 2018, the management realised that certain
electronic software previously developed could not fit to the
requirements of the customers and could not generate as much
revenue as previously expected. As a result, all the development
costs, technical know-how and programming codes with nil
carrying amount were written off.

AURUM PACIFIC (CHINA) GROUP LIMITED
Annual Report 2019

(b)

(@

#a
AEFEFHREBBHEAXDHAALR
BHEERAZIITHAX]

“E-NFALEERERKAHE
HAY  RERBE—Z—NF+=
A=t BZSEVEERRAMH
R e

6]
RZE-—NE+ZA=+—H &
EERRBERBEZETEFRN
T AHETPERAREELNE
RIFTTERA 2 ek - Eit - EMERATA
WEAREE 2 BERAA - M
REAGREZ A -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)
(LA T 7R)

12 GOODWILL 12 BE
2019 2018
—E-hEF —ET-N\F
HK$'000 HK$'000
TF# T FHT
Cost A
At 1 January and 31 December R—A—HBE+T=ZA=+—H 109,669 109,669
Accumulated impairment 23R E
At 1 January n—A—H 24,903 =
Impairment loss REEBE 44,975 24,903
At 31 December Rt+—-_HA=+—8H 69,878 24,903
Carrying amount IREE
At 31 December WR+—-_HA=+—8H 39,791 84,766
Impairment test for cash-generating units containing BEEECHTELEVZRER
goodwill o
Goodwill is allocated to the Group’s cash-generating units (“CGUs") BEIREAEEREBELLEERR K&
identified according to country of operation and operating segment as ENaRlcReEEEMA ([(ReELES
follows: fizl) - FEBOT :
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FE T FHETT
Software platform — Hong Kong (“Unit A") BHEe—aB(EAMNAD 20,236 20,236
Mobile games and applications FHEE & ER
- Hong Kong (“Unit B") — &8 ([87B]) 19,555 64,530
39,791 84,766
RigHEEEBRAR 129
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

12 GOODWILL (CONTINUED)

130

Impairment test for cash-generating units containing
goodwill (Continued)

The directors have reviewed the carrying amount of goodwill in
accordance with HKAS 36 “Impairment of Assets” as follows:

Unit A

The recoverable amount of the CGU is determined based on the
value-in-use calculation under the income approach, which includes
the discounted cash flows sourced from the financial budgets approved
by the management covering a five-year period, and the pre-tax
discount rate of approximately 17.0% (2018: 17.0%) that reflects
current market assessment of the time value of money and the risks
specific to the CGU.

Cash flow projections during the budget period are based on the
expected revenue from existing and potential customers throughout
the budget period. The cash flows beyond that five-year period have
been extrapolated using a steady 3.0% (2018: 3.0%) per annum
growth rate. The growth rate does not exceed the long-term average
growth rate for the market.

The key assumptions used in the value-in-use calculations for the CGU
are as follows:
Budgeted market The values assigned to the assumption reflect
share past experience, except for the growth factor,
which is consistent with the directors’ estimation
of the revenue from existing and potential
customers. The directors believe that planned
revenue growth per year for the next five years is
reasonably achievable.

Number of service  In order to maintain successive business
contracts operations of the CGU, the directors believe that
there is no particular difficulty in renewal of the
service contracts of the existing customers in the

CGU.

The directors believe that any reasonably possible change in the key
assumptions on which the recoverable amount is based would not
cause the carrying amount of the CGU to exceed its recoverable
amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

12 GOODWILL (CONTINUED) 12 BE (&)

Impairment test for cash-generating units containing
goodwill (Continued)

Unit B

The recoverable amount of the CGU is determined based on the
value-in-use calculation under the income approach, which includes
the discounted cash flows sourced from the financial budgets approved
by the management covering a five-year period, and the pre-tax
discount rate of approximately 25.6% (2018: 26.1%) that reflects
current market assessment of the time value of money and the risks
specific to the CGU.

Cash flow projections during the budget period are based on the
expected revenue from existing and potential customers throughout
the budget period. The cash flows beyond that five-year period have
been extrapolated using a steady 3.0% (2018: 3.0%) per annum
growth rate. The growth rate does not exceed the long-term average
growth rate for the market.

The recoverable amounts of the CGU for the years ended 31 December
2019 and 2018 have been referenced to the valuation report prepared
by Avista Valuation Advisory Limited, an independent professional

valuer.

BEBEECHETELEVZHENR
&t (&)

E(7B

@ E A BN 2 AT E S FBIRBRAEIE
FREBEZFEEE  PREREEEEMN
HERERFHHEMREE 2 B RRER
DRE - AR REIR RTS8 S SRR E
Bz ERREEEENTERERRZ BRI
BRI R #4925.6% (=T — \F : 26.1%) °

REEHRZRESRERIEREERE
HERABREREBEERTE 2B E
toBERAFH ESREEFRABEF
WER30% (ZF—/\F :3.0%)#EH -
ZEERTRBAMBZ RPTFHERR -

BE_Z-NAhFR-_Z-N\E+_-A
=t BHLEFEZREELBEUAKOE
HE2EBYEXRMBEMIEAT HENR
BERABREZEERS -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

12 GOODWILL (CONTINUED)

132

Impairment test for cash-generating units containing
goodwill (Continued)

Unit B (Continued)

The key assumptions used in the value-in-use calculations for the CGU
are as follows:
Budgeted market The values assigned to the assumption reflect
share past experience, except for the growth factor,
which is consistent with the directors’ estimation
of the revenue from existing and potential
customers. The directors believe that planned
revenue growth per year for the next five years is
reasonably achievable.

Budgeted income It includes estimated income from existing
mobiles games and applications and these
products in the pipeline, taking into account
games and applications popularity and its income
patterns, industry growth and the Group’s
strategy in operation. The directors believe this
budgeted income s justified given the strong
game development capability and experience of
games, the cooperation with major third-party
distribution platforms and the historical record of

developing its games.

As at 31 December 2019, the recoverable amount of Unit B
calculated based on value-in-use was approximately HK$19,555,000
(2018: HK$64,530,000) which has been below the carrying amount
of HK$64,530,000 (2018: HK$89,433,000) by approximately
HK$44,975,000 (2018: HK$24,903,000). As a result, the management
realised that the performance of mobile games and applications
business under Unit B was worse than expected due to current
economic environment in Hong Kong. After the assessment on
the respective date, the management determined to recognise
an impairment of Unit B in respect of the decline of operating
performance. As a result, an impairment loss of HK$44,975,000 (2018:
HK$24,903,000) was recognised in the consolidated statement of
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

13

INTERESTS IN ASSOCIATES

13 RBELQT z2EHS

HK$'000

T

At 1 January 2018 R=ZF-—N\F—H—H 34,901

Share of profits of associates FE(R & R AlE T 715
Disposals s (35,616)
At 31 December 2018 R-E—NF+-_A=+—H -
On 21 September 2018, the Group disposed of the equity interests R-ZE—NFALA=-+—8 ' A&EEMH
in the following two associates, with all the obligations, liabilities and —ZE=ZFHETIMRE S DT 2K
debts owing or incurred by those associates to the Company, to an o BERZEBRE QAR RNARN B KE
independent third party for a cash consideration of EUR3,433,000 HEFAEAE - BERERE  BeKEA

(equivalent to HK$31,540,000).

Place of incorporation

Name of associates

and business

BEAREE aoE 11 B S R S i B

3,433,000 7T (A8 7231,540,000/8 7T ) °

Particulars of

issued and
paid-up capital Principal activity
ERITHEREFE FTERETH

Fore Freedom B.V. (“FF")

Fore Freedom B.V. ([FF])

XXLnet B.V. (“XXLnet")

XXLnet B.V. ([ XXLnet ])

The Netherlands

+
+

_\
psj

S
i}

The Netherlands

+
i

_\
psj

S
it

18,000 shares of  Construction and management of

EUR1 each fibre optic internet networks
18,000 f& 17 B MEEAME ARG
BRIBIT
80,000 shares of Provision of internet,
EUR1 each telephone and other
ancillary services
80,000/% f% 17 EHEEM  EER
FRI1BT H Bl E R
RigHEEEBRAR 133
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mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

13 INTERESTS IN ASSOCIATES (CONTINUED) 13 REEE QT 2= (8)
The following table summarised the financial information of the former AEBRBE AR ZHBEERBERT
associates of the Group which represented amounts shown in the R - Eﬁljﬁﬁﬁ%”& T*Ef%ﬁ;%ﬁﬂ%#ﬁi
former associates’ financial statements for the period from 1 January ZHRE R-T—\E—HA—HZ—
2018 to 21 September 2018 (date of disposal) prepared in accordance —N\FELA _‘I'— A (L& BEH) 5 FEEJZEJI
with HKFRSs. BRI RS °
FF XXLnet Total
FF XXLnet it
HK$'000 HK$'000 HK$'000
FHT FHEIT FHET
Revenue U &= 8,634 6,302 14,936
Profit for the period AR & 7 1,497 1,311 2,808
Other comprehensive expense Ha2mEASL (1,157) (193) (1,350)
Total comprehensive income TEW AL 340 1,118 1,458
Loss on disposal of associates for the year ended 31 December 2018 HE-T-N\F+ZA=+—HLFES
was summarised below: EBHE AREBE 2 BmnT
HK$'000
FHETT
Consideration received R E 31,540
Carrying amount of associates B ARz REE (13,644)
Goodwill Bk (21,972)
Cumulative exchange gain reclassified to HEBEARBEN P EEERY
profit or loss upon disposal of associates 2ETE K ss 737
Loss on disposal L& EE (3,339)

134
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

14

15

INTEREST IN A JOINT VENTURE

On 28 February 2018, the Group disposed of its equity interest in
Grand Surplus HK Limited (“Grand Surplus”), incorporated in Hong
Kong and was principally engaged in website development and related
services, to Kwong Wing Heen, Gabriel, for a cash consideration of
HK$15,000. This resulted in a gain on disposal of HK$12,000.

Kwong Wing Heen, Gabriel was one of the key personnel as defined
by the Group. Therefore, Kwong Wing Heen, Gabriel was considered
as a related party to the Group and disposal of Grand Surplus to him
constituted a related party transaction.

Gain on disposal of Grand Surplus for the year ended 31 December
2018 was summarised below:

14 R—EEeeEhEoEns

R-TE—NEF-_A-_+N\B A£EFH
EH P Grand Surplus HK Limited ([ Grand
Surplus| - REBTEMEK - FEREHE
FE R BERBARTS) < RE T B - e
{8 7315,000/% 7T ° 1t 2= & H & H2512,000
HIT

et AR BERERRBABZ— -
It PR AAEE ZBEBAL M
1% & Grand SurplusiERK BB A 2 5 °

HE_E—N\FE+-_A=+—BILtFEY
BGrand Surplusz Wassfatan T~ :

HK$'000

FAT

Consideration received BEHRE 15

Carrying amount of interest in a joint venture —fHagrtEERREE 3

Gain on disposal of a joint venture HE—MeEErE s WE 12
INVESTMENT IN EQUITY SECURITIES 15 BRARHFZRE

2019 2018

—E-hE —E-N\F

HK$'000 HK$'000

FERT FAT

Unlisted equity securities 3E FTIRAE 5 152 500

The unlisted equity securities are shares in Metro Rainbow Limited, a
company incorporated in the BVI with its wholly-owned subsidiary,
Online Troop Company Limited, (together “Metro Group”) with 5%
equity interest. Metro Group is engaged in online shopping business.
The Group designated its investment in Metro Group at FVOCI
(non-recycling), as the investment is held for strategic purposes. No
dividends were received on this investment during the year (2018: Nil).

#Z I £ TR A7 B Metro Rainbow
Limited (—FE R KB R Z B S MKz
Z A7) REZ2EK B 2 F0nline Troop
Company Limited (£t#8 [ Metro Groupl) 2
5%RE A 2 2 B2 19 © Metro Groupf(t =543
FREMER - AR BBIRE D ERER
% NEBEETERMetro Group 2 & iF
HBFVOCI (M AT 8E) 5t & - FRIEBLLL
BERAEAWBREMBRE (ZT—NF &) -
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Cost

At 31 December 2018
Impact on initial application of
HKFRS 16 (Note)

At 1 January 2019

Additions

Adjustment as a result of early
termination of leases

Exchange adjustments

At 31 December 2019

Accumulated depreciation

At 31 December 2018 and
1 January 2019
Charge for the year
Adjustment as a result of early
termination of leases
Exchange adjustments

At 31 December 2019

Carrying amount

At 31 December 2019

B

RZE-NEFE+ZA=+—H
BIRERB B RE£R]
E165% 2 52 (MizE)
R=ZZT—hE—A—H
RE
EIRpT4L LA E M AR

HNGE 3 2
RZZE—NF+=-A=+—H
R:HTE
RZZE—N\F+=ZA=+—H
E=ZF—-—hF—A—H
AEEZ G

FAR B4R & %
HNGE 3 2
R-B—-NFE+=-_A=+—8”
BRE B

R_B-NF+=-A=+—H

3,835 3,394 7,229
3,835 3,394 7,229
2,149 = 2,149
(3,357) - (3,357)
) - (2)
2,625 3,394 6,019
3,049 1,096 4,145
(2,228) - (2,228)
(M - (1)
820 1,096 1,916
1,805 2,298 4,103

Note: The Group has initially applied HKFRS 16 using the modified retrospective
approach and adjusted the opening balances at 1 January 2019 to recognise
right-of-use assets relating to leases which were previously classified as
operating leases under HKAS 17 and recategorise the depreciated carrying
amount of finance lease assets of HK$3,394,000, which were previously
included in property, plant and equipment, to right-of-use assets (see note

2(0)).
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HEABEZHRD AP RE 23

Details of the maturity analysis of lease liabiliti

17 CONTRACT ASSETS AND LIABILITIES 17 BHEEREE
(a) Contract assets (a) BHEE
2019 2018
—2-NF —T-N\EF
HK$'000 HK$'000
F#E T FHIT

Arising from performance under licensing BT A ELHEREL

arrangement 3,865 3,872
The Group recognises revenue from licensing arrangements at REBNIFEABEETRANER 2
a point in time upon the licensees have the rights to use the A B A K E BB R HEFZ
Group's intellectual property and the Group has conditionally o] R ST E A IR UL B &
entitled to the consideration under the payment terms set out in 2R MR AT AT
the licensing agreements. Y 2§ o

BT RHEEBRAR 137
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

17 CONTRACT ASSETS AND LIABILITIES

138

(CONTINUED)
(b) Contract liabilities (b)
These represent billings in advance of performance under IT

service contracts with customers.

When the Group receives a deposit before the service
commences, this will give rise to contract liabilities at the start of
a contract until the revenue recognised on the project exceeds
the amount of the deposits. The Group typically receives a
certain deposit, which is negotiated on case by case basis with
customers, on acceptance of IT service contracts.

17 EHEEREE (H)

BHEE
ZETBERETPRI L ZITRIEA K
BTEAOTEKRIE -

2 SR B AR 7% P 4R BT MR BUIR 2 B -
FRREENRANFRREBEELAL
BE BEEFAMEAERRALEES
ReeBRlL AKRE—REEN
ETRE  ARRSAERATRES
W EREERIEREZ P HE

2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
F# T FHET
At 1 January n—A—AH 6,735 7,174
Decrease in contract liabilities as a result of ~ HAEF AFER Z WEFHT A
recognising revenue during the year that REN 2z EHEEEH
was included in the contract liabilities at aHa‘ERd
the beginning of the year (6,634) (3,448)
Increase in contract liabilities as a result of BRITIRTE & 4118 T B A Fa U
billing in advance of performance under REZBHAE KN ABEL N
IT service contracts 18,568 18,164
Decrease in contract liabilities as a result of HREFABRTALAEE
recognising revenue in respect of the new R EHA VB ERD
contract liabilities entitled during the year (13,473) (15,155)
At 31 December W+=—A=+—H 5,196 6,735

The amount of billings in advance of performance expected
to be recognised as revenue after more than one year is
HK$179,000 (2018: HK$310,000).
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Less: loss allowance

Deposits and other receivables & &H MBI

Prepayments SEUNEN

Amount due from a key management U EREEIE A 2 RIE
personnel

All of the Group’s trade and other receivables, apart from certain
deposits of HK$245,000 (2018: HK$144,000), expected to be
recovered or recognised as expenses within one year.

The amount due from a key management personnel was the balance
due from Kwong Wing Heen, Gabriel, was unsecured, interest-free and
repayable on demand.

b & %8 B245,0008 T (Z & — )\ F :
144,000 7T) 2 & TiReIN NEEME
FEURPR SR R H A UL R - TEEART A — A
ek R AR -

FERAAREIE A B 2 RIB BB 2
KRR REER - AR RRERE
‘ﬁ o
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ZE-N\F
- HK$'000
FET

Within 1 month

More than 1 but less than 3 months
More than 3 but less than 6 months
More than 6 but less than 12 months

D —1{EA
BB —EABIR={EH
BB =1E A8 RN E A

BN EAE DR+ —EA

Further details on the Group’s credit policy and credit risk arising from

trade receivables are set out in note 29(a).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T R)

19 LOANS AND INTEREST RECEIVABLES

The Group's loans and interest receivables arise from the money
lending business of providing loans in Hong Kong by a wholly-owned
subsidiary of the Company. The Group seeks to maintain strict control
over its outstanding loans and interest receivables to minimise credit
risk. Overdue balances are reviewed regularly by management.

19 BRERKFE

AEEZREERRNEBAARZEHR
BRANREBREERZREELME
e REB R EREERKER LA
BRFBREES - URERIEERR -
BHREREEEEHES -

2019 2018
ZE-NF “E)\E
Loan Interest Loan Interest
portion portion Total portion portion Total
EX®A NERA st E3ds HEHH &t
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
ThR Tz TER Tibn TiEn TR
Secured loans by: WM EIERERZ BRES:
- mortgage -8 12,000 697 12,697 - - -
- personal guarantees -fAER 55,300 3125 58,425 56,004 991 56,995
Unsecured loans BERER 43,265 2,648 45913 52,595 1,208 53,803
110,565 6470 117,035 108,599 2199 110,798
Less: loss allowance W BRER (45520) (@1) (4932) (80) ) (8)
106,045 6,058 112,103 108,519 2197 110,716

Loans receivable are interest-bearing at rates ranging from 10.0% to
58.9% (2018: 10.0% to 58.9%) per annum and repayable on maturity
date under the terms in contractual agreements or on demand in
writing by the Group.

JEWEFIZFFZENT10.0%258.9% (=
ZT— N\F : 10.0%E58.9%) 5T 8 » WHA
SEREBAREA BB EERIIEZER

ZoRERE -

B

i
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Current (not past due) il sat)
Less than 3 months past due BHOR=MEA

The credit quality of loans and interest receivables that are
neither past due nor impaired has been assessed by reference to
historical information about counterparty default rates. The existing
counterparties do not have defaults in the past.

Further details on the Group's credit policy are set out in note 29(a).

AURUM PACIFIC (CHINA) GROUP LIMITED
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portion po otal
e flggs -
HK$'000 HK$'000 HK$'000
AL Fhn TEn

108,519 2197 110,716

108,519 2197 110,716

BERRRBEIREERENEZEEE
Z2EEMRH T RO BEERHE
Wl - REX ST BELERK

BHAREEERRNE ZFH BN
29(a) ©




o HK$2,716,000 (2018: H

freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB
for other currencies through banks authorised to conduct foreign
exchange business.

= — \£F : 818,000 7T) o AR
THEEBEBREHME - AW - 8
& AR B A 2 1 BE B R 1B DA %
& SERMNEETERE  ASEA
FREREETINE R 2 RITH
ARKERGABHME -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

20 CASH AND CASH EQUIVALENTS AND OTHER

144

CASH FLOW INFORMATION (CONTINUED)

(b) Reconciliation of liabilities arising from financing
activities
The table below details changes in the Group’s liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are liabilities for which
cash flows were, or future cash flows will be, classified in the
Group’s consolidated statement of cash flows as cash flows from
financing activities.

20 RERBEEEYRAMRE
REER (&)
(b) EBEZEELZEEHK

TREBNAEBEREREEH A
EEH (BERe RIFREET)
B-ERMERDELEZABERAR
EREBIAKREREBEAEE
meaRenEarTIRRMEED
FezRengzBE -

Interest-
bearing Lease Finance
borrowings liabilities leases Total
Kt S5 HERE MEHE @t
HK$'000 HK$'000 HK$'000 HK$'000
TR TR FHET TR
(note 22) (note 23) (note 24)
(PiE22) (P#E23) (P3E24)
At 1 January 2018 RZZE-NE-A-H 28,000 = 4,170 32,170
Changes from financing cash flows: BEEBHEEFELE :
Capital element of finance lease ENEERERS
rentals paid reHn = = (982) (982)
Interest element of finance lease ﬁ%ﬁﬁfﬁ‘*%ﬁﬁz
rentals paid FBE D - - (166) (166)
Interest paid EAHE (2,347) = = (2,347)
New loan from a third party RE—BE=HZHER 33,000 = = 33,000
Repayment of loan to a third party BET-RE=ZAZER (28,000 - - (28,000)
2,653 - (1,148) 1,505
Other changes: Hit 28 .
Interest expenses (note 5(a)) 7SR X (fE5) 2,347 = 166 2,513
At 31 December 2018 R=ZB-NF+=A=+-H 33,000 = 3,188 36,188
Impact on initial application of EPN R
HKFRS 16 (Note) EHF165 2 F 2 (M) = 7,023 (3,188) 3,835
At 1 January 2019 R=ZB-NF-F—H 33,000 7,023 - 40,023

AURUM PACIFIC (CHINA) GROUP LIMITED
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(Expressed in Hong Kong dollars)
(LA T R)

20 CASH AND CASH EQUIVALENTS AND OTHER 20 B REEEEYREMES

CASH FLOW INFORMATION (CONTINUED) REER (E)
(b) Reconciliation of liabilities arising from financing b) ERETHELEZEEH K
activities (Continued) (&)
Interest-
bearing Lease Finance
borrowings liabilities leases Total
K S AR HESE MEHE @5t
HK$'000 HK$'000 HK$'000 HK$'000
THT THT TAT THT
(note 22) (note 23) (note 24)
(BtzE22) (FtzE23) (WizE24)
Changes from financing cash flows: BEFEHHRSHESD
Capital element of lease rentals paid ~ ENEERE A2 TS - (4,031) - (4,031)
Interest element of lease rentals paid ~ BNHAEMREF 2D - (299) - (299)
Interest paid B ﬂ (2,028) = - (2,028)
Proceeds from new bank loans R ERBEE 43,200 - = 43,200
New loan from a third party rE— %% FZHER 10,000 - - 10,000
Repayment of bank loans BRETER (2,934) - - (2,934)
Loans repayment to third parties RE=HEEER (43,000) = = (43,000)
5,238 (4,330) - 908
Other changes: Hitt 28 :
Increase in lease liabilities from FUMBEEHY
entering into new leases BEAEEM = 2,149 = 2,149
Adjustment as a result of early RRATR LR E A E
termination of leases - (1,149) - (1,149
Interest expenses (note 5(a)) BRI (M3E53) 2,028 299 = 2,327
Exchange adjustments SNEFHE - (1) 5 (1)
2,028 1,298 - 3,326
At 31 December 2019 R-ZB-HhE+=-A=+-—H 40,266 3,991 - 44,257
Note: The Group has initially applied HKFRS 16 using the modified M - AREERSEENEBERERE

ISR E LR E16RAARR =
—NE—R—B 2% - R
ERRBEAGHERNE1TROER
wEHEz2HEZHEHEAE (R
MiaE2(0) °

retrospective approach and adjusted the opening balances at 1
January 2019 to recognise lease liabilities relating to leases which were
previously classified as operating leases under HKAS 17 (see note 2(c)).
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(Expressed in Hong Kong dollars)
(LA T R)

21 TRADE AND OTHER PAYABLES 21 ERERREMENS
2019 2018
=E-NF —E-)N\F
HK$'000 HK$'000
FE T FHIT
Trade payables FEATBR K 1,405 il AHS
Accrued charges and other payables FEET & R K H i FE AT 3K 1,246 1,969
2,651 3,384
All trade and other payables are expected to be settled within one year Fra MR R E e RTE RS A —F
or repayable on demand. B ES R B A SR ERER -
22 INTEREST-BEARING BORROWINGS 22 MffEER
The interest-bearing borrowings are repayable within one year or on Mt B EFER—FANERIIRERER (B
demand (including those with repayable on demand clause). RRERERKEBGERZER -

2019 2018

—E-h&F —FN\F

HK$’'000 HK$'000

F#& T FHTT

Bank loans RITER 40,266 -
Loan from a third party RKE—RE=ZFZER - 33,000
40,266 33,000
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Within 1 year —FR

After 1 year but within 2 years —FREMFN
After 2 years but within 5 years MEERZERFN
More than 5 years AFUE

Details on the interest rate profile of the Group are set out in note
29(0).

The interest-bearing borrowings were secured by the Group’s land
and buildings with a carrying amount of HK$34,707,000 (2018:
HK$38,831,000) and corporate guarantee from the Company and a
subsidiary.

AR B2 FIRBRFBHNHTFE29() -

Bt 218 R ER AN 55 [ AR TH 1B /934,707,000
7t (ZZ— )\ 4 : 38,831,000/ 7T) 2 + it
REFURARARR—HKBARIZ AR
FEARER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

23

148

LEASE LIABILITIES

The following table shows the remaining contractual maturities of the
Group's lease liabilities at the end of the current and previous reporting
periods and at the date of transition to HKFRS 16:

23 HESE
TRBERNAEBEHEEERE /I MAETR
5 AR DA R R B 78 B 7 3 45 ZE BRI 26 1 655 8
EE AR RGRENHR ¢

31 December 2019 1 January 2019 (Note)
“EB-hE+t=A=t-H “E-n5-A—A (K
Present Present
value of the Total value of the Total
minimum lease minimum minimum minimum
payments lease payments  lease payments lease payments
REHE BEHEE BEEE BEEE
ARRE BESL AHRE DES+
HK$'000 HK$'000 HK$'000 HK$'000
THET THET T THx
Within 1 year —FR 2,724 2,850 4,630 4,866
After 1 year but within 5 years —FRETFAR 1,267 1,289 2,393 2,467
3,991 4,139 7,023 7333
Less: total future interest expenses o ARFIEAR AR (148) (310)
Present value of lease liabilities HEBERE 3,991 7,023

Note: The Group has initially applied HKFRS 16 using the modified retrospective
approach and adjusted the opening balances at 1 January 2019 to recognise
lease liabilities relating to leases which were previously classified as operating
leases under HKAS 17. These liabilities have been aggregated with the brought
forward balances of HK$3,188,000 relating to leases previously classified as
finance leases (see note 24). Further details on the impact of the transition to
HKFRS 16 are set out in note 2(c).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

24 OBLIGATIONS UNDER FINANCE LEASES 24 BMEHEEHRE
At 31 December 2018, the Group had obligations under finance leases R-ZE—N\FE+_A=+—8 AEEE
payable as follows: B zmERERENT :
Present
value of the Total
minimum minimum

lease payments lease payments

BREHEE BEHE

RRRE B

HK$'000 HK$'000

T T FBT

Within 1 year —F R 1,030 1,148
After 1 year but within 2 years —FREMENRN 1,506 1,564
After 2 years but within 5 years MEERERFA 652 663
2,158 2,227

3,188 3,375

Less: total future interest expenses W KRR B AR (187)
Present value of lease obligations FEAIERE 3,188
The Group has initially applied HKFRS 16 using the modified REBFEAKEIEIEE N EREAN
retrospective approach and adjusted the opening balances at 1 FEIRELRFI16EL HER T — LE—
January 2019. Upon the adoption of HKFRS 16 on 1 January 2019, A—HzBWESHR R E—NF—A—
the brought forward balances of HK$3,188,000 under “Obligations ARME BT SRELERFE1657% - [ME
under finance leases” were reclassified as “Lease liabilities” (see note THEAYE T8N 7 A58 45843,188,000/% 7T
23). Comparative information as at 31 December 2018 has not been BB AEMEaE](AMF23) - R
restated. Further details on the impact of the transition to HKFRS 16 T-NE+ A=+ BZHBEERL X
are set out in note 2(c). HS c EEBEERBUBRELELE 16

SR E L E— FHBENME20)
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FREBNEH 2 &E

Provision for Hong Kong Profits Tax

for the year

Provisional Profits Tax paid BT EHFIEF
Balance of profits tax provision relating A FE 2 RIS T 4 o

to prior year
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)

(LA T R)
25 INCOME TAX IN THE CONSOLIDATED 25 SEMBERRRZFAER (&)

STATEMENT OF FINANCIAL POSITION

(CONTINUED)

(b) Deferred tax assets/liabilities recognised (b)) EERZZEEHEBELE EF
The component of deferred tax assets/(liabilities) recognised MR B IR R ER 2 IELEFIE
in the consolidated statement of financial position and the BE/(AB)BHORENEEZT
movements during the year are as follows: (1N

Depreciation Tax
allowance allowance
in excess in excess Fair value
of the of the  adjustment
Deferred tax assets/(liabilities) related related on intangible
arising from: Tax losses  depreciation amortisation assets Total
BAMER BEME BREE
g2 5l ZATHE
EEHEEE /(BB ELR: HEEE ERE BERE RE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TRT THER THRT THEL
At 1 January 2018 RZZE—N\F
—HR—H 1,196 (1) (497) (8,899) (8,211)
Credited to profit or loss PERFA 52 11 = 2,118 2,181
At 31 December 2018 and RZE—N\F
1 January 2019 +ZA=+—-Hk
“Z-hE
—H—H 1,248 - (497) (6,781) (6,030)
Credited to profit or loss REREA - - - 2,118 2,118
At 31 December 2019 RZZ-hF
+-A=+--H 1,248 - (497) (4,663) (3,912)
RigHEEEBRAR 151
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

25

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(CONTINUED)

(c)

Deferred tax assets/liabilities not recognised

As at 31 December 2019, the Group has cumulative tax losses
of approximately HK$82,507,000 (2018: HK$88,279,000).
Of which, the Group has recognised deferred tax assets in
respect of these tax losses to the extent of approximately
HK$7,565,000 (2018: HK$7,565,000). The Group has not
recognised deferred tax assets in respect of the remaining tax
losses of approximately HK$74,942,000 (2018: HK$80,714,000)
due to the unpredictability of future profit streams. Of the total
unrecognised tax losses, HK$5,096,000 (2018: HK$4,865,000)
will be expire within 5 years and the remaining tax losses of
HK$69,846,000 (2018: HK$75,849,000) have no expiry date
under the current tax legislation. Other temporary differences are
not material.

26 DEFINED CONTRIBUTION RETIREMENT PLANS
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The Group operates a mandatory provident fund scheme (the “MPF

Scheme”) under the Mandatory Provident Fund Schemes Ordinance

(Chapter 485 of the Laws of Hong Kong) for employees employed

under the jurisdiction of the Hong Kong Employment Ordinance. The

MPF Scheme is a defined contribution retirement scheme administered

by independent trustees. Under the MPF Scheme, the employer and

its employees are each required to make contributions to the scheme

at 5% of the employees’ relevant income, subject to a cap of monthly

relevant income of HK$30,000. Contributions to the scheme vest

immediately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)
(LA T R)

26

27

DEFINED CONTRIBUTION RETIREMENT PLANS
(CONTINUED)

The employees of a subsidiary in the PRC are members of the
state-sponsored retirement benefit scheme organised by the relevant
local government authority in the PRC. The subsidiary is required
to contribute, based on a certain percentage of the basic salary of
its employees, to the retirement benefit scheme and has no further
obligations for the actual payment of pensions or post-retirement
benefits beyond the annual contributions. The state-sponsored
retirement benefit scheme represents for the entire pension obligations

payable to retired employees.

In the opinion of the directors of the Company, the Group did not have
any significant contingent liabilities as at 31 December 2019 and 2018
in respect of the retirement of its employees.

EQUITY SETTLED SHARE-BASED
TRANSACTIONS

On 8 May 2013, the Company passed an ordinary resolution at the
annual general meeting regarding the termination of the old share
option scheme which was adopted on 25 November 2003 (the “Old
Share Option Scheme"”) and adopted a new share option scheme (the
“New Share Option Scheme”) whereby the board of directors of the
Company may, at its discretion, grant share options to the eligible
participants including any employees, directors, suppliers, consultants,
agents and advisers or any person in the sole discretion of the board
of directors for the primary purpose to recognise and motivate their
contributions to the Group.

On 29 April 2016, the Company passed an ordinary resolution at the
“Eligible
of the New Share Option Scheme and the definition

extraordinary general meeting to amend the definition of
Participant”
of “Invested Entity” be added to the New Share Option Scheme
(" Amendments to the New Share Option Scheme”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

27 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

Unless it is approved by shareholders in a general meeting of the

154

Company, the maximum number of shares available for subscription

under Amendments to the New Share Option Scheme or any other

option scheme adopted by the Company is subject to:

(i)

(ii)

The maximum number of shares of the Company which may be
issued upon exercise of all options granted under Amendments
to the New Share Option Scheme or any other share option
scheme adopted by the Company must not exceed 30% of its
issued share capital from time to time; and

The total number of shares which may be issued upon exercise
of all options to be granted under Amendments to the New
Share Option Scheme and any other share option scheme of the
Group must not in aggregate exceed 10% of the shares in issue
at the date of the approval of Amendments to the New Share
Option Scheme/at the date of passing the relevant resolution in

general meeting.

The maximum number of shares issuable under the options to each

eligible participant in any 12-month period is limited to 1% of the

shares in issue unless it is approved by shareholders in general meeting

of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M AR b EE

(Expressed in Hong Kong dollars)
(LA T R)

27 EQUITY SETTLED SHARE-BASED 27 UBRAEEZRORS ()

TRANSACTIONS (CONTINUED)

Any grant of options under Amendments to the New Share Option
Scheme to a director, chief executive or substantial shareholder of
the Company, or any of their respective associates must be approved
by independent non-executive directors (excluding any independent
non-executive director who is the proposed grantee of the options).

Any share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to any of
their respective associates, in excess of 0.1% of the shares in issue
and with an aggregate value (based on the closing price of the shares
at the date of each grant) in excess of HK$5 million, in any 12-month
period, are subject to shareholders’ approval in general meeting of the
Company.

The offer of a grant of share options may be accepted within 28 days
from the date of the offer of the option. The consideration for a grant
of options by the Company is HK$1.00. The exercise period of the
share options granted is determined by the board of directors.

The exercise price of the share options is determined by the board of
directors providing that the price shall not be less than the highest
of (i) the closing price of the shares on GEM as stated in the Stock
Exchange’s daily quotations sheets on the date of the offer, which
must be a trading day; (i) the average closing price of the shares on
GEM as stated in the Stock Exchange’s daily quotations sheets for the
five trading days immediately preceding the date of the offer; and (iii)
the nominal value of the shares.

The total number of share option that could be granted was limited
to 127,264,000 shares at par value of HK$0.04 each, representing
approximately 10% of the total issued shares of the Company on the
date of passing the resolution to refresh the New Share Option Scheme
limit at the annual general meeting on 25 June 2018.

No share option under the Old Share Option Scheme or Amendments
to the New Share Option Scheme was granted or outstanding during
the years ended 31 December 2019 and 2018.
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&5
'000 HK$'000

T 1% FHET
Authorised: EE
Ordinary shares il
At 1 January 2018, 31 December 2018, RZE-N\F—-—HA—8"
1 January 2019 and 31 December 2019 —E—N\FE+_A=+—8"
of HK$0.04 each —T-NF—-—A—HK
“E-AF+-A=+—H
BIRE(E0.047 T 3,000,000 120,000
Issued and fully paid: ERITRAR:
Ordinary shares gl
At 1 January 2018 of HK$0.04 each RZZE—-N\F—HA—H
R EE0.047 T 1,088,640 43,546
Issue of shares (note (ii)) AR 17 817 (P aEGN)) 184,000 7,360
At 31 December 2018, 1 January 2019 and R -Z—N\F+-_A=+—H -
31 December 2019 of HK$0.04 each —E-NF-A-HR
“ZE-NAE+-A=+—H
GREE0.047E T 1,272,640 50,906
(i) Issue of shares in 2018 (i) —FE—NFRGEFT

On 25 April 2018, the Company issued 184,000,000
ordinary shares of HK$0.04 each pursuant to a placing
under general mandate at a price of HK$0.18 per
ordinary share, resulting in net proceeds of approximately
HK$32,337,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

(Expressed in Hong Kong dollars)

(LA TTHIR)

28 CAPITAL AND RESERVES (CONTINUED)
(b) Nature and purpose of reserves

(1)

(if)

(iif)

(iv)

Share premium

Under the Companies Law, Cap.22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, the
funds in the share premium account of the Company are
distributable to the shareholders of the Company provided
that immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a
position to pay off its debts as they fall in the ordinary
course of business.

Capital reserve

The capital reserve represents capital contribution from
shareholders in the form of interest-free loans. The
amounts are estimated by discounting the nominal value
of their non-interest-bearing loans to the Group at current
market interest rate for similar financial instruments.
An early repayment of interest-free loans represents a
reduction in contribution from shareholders and reduces
capital reserve accordingly.

Capital surplus

Capital surplus comprises the unconditional waiver of
loans and advances by shareholders of the Company and
the Group's former subsidiary.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policy set out in note
2(y).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

(Expressed in Hong Kong dollars)
(LA T R)

28 CAPITAL AND RESERVES (CONTINUED)

(b) Nature and purpose of reserves (Continued)

(v)  Fair value reserve (non-recycling)

The fair value reserve (non-recycling) comprises the
cumulative net change in the fair value of equity
investments designated at FVOCI under HKFRS 9
“Financial Instruments” that are held at the end of the

reporting period (see note 2(h)).

(vi) Other reserve

The other reserve represents (i) the excess of the
consideration received for the disposal of 20% equity
interest in a non-wholly owned subsidiary over the
increase in the carrying amount of the non-controlling
interests of HK$3,000; and (ii) the excess of cash
consideration paid for acquisition of additional interests
in non-wholly owned subsidiaries over the increase in
the carrying amount of the non-controlling interests of

HK$102,000.

(c) Capital management

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access to

finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between higher shareholder
returns that might be possible with higher levels of borrowings
and the advantages and security afforded by a sound capital
position, and makes adjustments as to the capital structure in

light of changes in economic conditions.
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(d)

The directors of the Company review the capital structure on an
ongoing basis. As part of this review, the directors consider the
cost of debt and cost of capital. Based on the recommendation
of the directors, the Group will balance its overall capital
structure through the payment of dividends, new share issues as
well as the issue of new debts.

Neither the Company nor any of its subsidiaries is subject to
externally imposed capital requirements.

Distributability of reserves

At 31 December 2019, the aggregate amounts of reserves
available for distribution to owners of the Company was
HK$96,879,000 (2018: HK$207,064,000).

(d)
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(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR

160

VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency risks arises in the
normal course of the Group’s business. The Group’s exposure to these
risks and the financial risk management policies and practices used by
the Group to manage these risks are described below.

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in a financial loss to the Group.
The Group’s credit risk is primarily attributable to trade and other
receivables, contract assets and loans and interest receivables.
The Group's exposure to credit risk arising from cash and cash
equivalents is limited because the counterparties are banks for
which the Group considers to have low credit risk.

(i) Trade receivables and contract assets

The Group's exposure to credit risk is influenced mainly by
the individual characteristics of each customer. At the end
of the reporting period, the Group has a concentration of
credit risk as 39% (2018: 48%) and 83% (2018: 81%)
of total trade receivables and contract assets was due
from the largest customer and five largest customers
respectively.
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al credit evalu

-ng

customers requiring credit over a ain a S HoRP ETERIEE

take into account the customer’s past payment history, - ZFNEZEREFP 2B
financial position and other factors. Trade receivables are KR - R R E R
due within 30 days from the billing date. % o EIRBR N B R B B St

30H A EIE] -

The Group measures loss allowances for trade receivables AN B2 AR 55 A FR B s AR e
and contract assets at an amount equal to lifetime ECLs, FTEZEHEREEEEZS
which is calculated using a provision matrix. As the HAERKERRANEEY
Group's historical credit loss experience does not indicate EEEE c AR ASKE Z BT
significantly different loss patterns for different customer FEBEERITERTRES
segments, the loss allowance based on past due status is DEBREAEEERNZE -
not further distinguished between the Group’s different RIFE B R E 2 BB G
customer bases. WERRNEETRE SR E

E—FED -
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e M BHRHE

(Expressed in Hong Kong dollars)
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a) Credit risk (Continued)

EEREEREMIANYF

8 (%)

(a) FEEE (&)

()  Trade receivables and contract assets (Continued) () ERRAREAEE (&)
The following table provides information about the TRIREEEAREE R EWER
Group's exposure to credit risk and ECLs for trade TREHNEBEMEERZEER
receivables and contract assets: ke RIEHIEEEE ZER

2019
“E-hE

Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
AHERE BHARE BREE HREFE
HK$'000 HK$'000 HK$'000
TER TR TR

Contract assets BNEE
Current (not past due) e (CRa) 0.26% 3,875 (10) 3,865

Trade receivables EWER
Current (not past due) e (REH) 0.26% 1,677 (4) 1,673
Less than 1 month past due BELR—EA 0.51% 483 ) 481
1 to 3 months past due a—z=={AA 1.03% 386 (4) 382
3 to 6 months past due =z xEA 2.05% 1,767 (36) 1,731
6 to 12 months past due BEAET A 4.10% 1,740 (72) 1,668
6,053 (118) 5,935
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2018

—FN\F
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
HHEE® FHAE BRERE REFHE
HK$'000 HK$'000 HK$'000
T THT THT
Contract assets ANEE
Current (not past due) TE) (K@) 0.07% 3,875 3) 3,872
Trade receivables EWERR
Current (not past due) mE) (R dg) 0.07% 2,849 2) 2,847
Less than 1 month past due BEOR—EA 0.14% 530 (1) 529
110 3 months past due BH—Z2=@A 0.29% 571 @) 569
3 to 6 months past due BH==~MAA 0.59% 168 (1) 167
6 to 12 months past due A=+ A 1.17% 66 (1) 65
Over 1 year past due BERR—F 100.00% 16 (16) -
4,200 (23) 4171
RiEFEEEBERAF] 163
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(Expressed in Hong Kong dollars)

(AETTHIR)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a) Credit risk (Continued)

EEREEREMIANYF

8 (%)

(a) FEEE (&)

(i) Trade receivables and contract assets (Continued) () JEWERF N &AL E (&)
Expected loss rates are based on actual loss experience in ?E,HHJEHTE—?—*ETJ%ZKEEA%E?
current year. These rates are adjusted to reflect differences BEBEY - ZEHXRB/EL
between economic conditions during the period over FE - LARME RS BTEE
which the historic data has been collected, current AR A2 £ B AR ~ & RIAR L
conditions and the Group’s view of economic conditions &$’§léﬂﬂ& K2 T8 EA A 23
over the expected lives of the receivables. ZEBERACER 2Bz ZE

_;E_ .
Movement in loss allowance in respect of trade receivables JEUBR TR M & #) & B 2 1B
and contract assets is as follows: HES
Trade Contract
receivables assets Total
FE Uk BR =X BREE @t
HK$'000 HK$'000 HK$'000
FHET FHET FHET
At 1 January 2018 RZZE—-N\F—H—H 14 - 14
Impairment losses recognised RERDER
during the year ZREEE 9 3 12
At 31 December 2018 and R-E—N\F
1 January 2019 +=—A=+—8K
—ZE-nF—F—H 23 3 26
Amounts written off as uncollectible £ % Uk [8] 55 i 85 7X T8 (18) - (18)
Impairment losses recognised REANDHERZ
during the year REEE 113 7 120
At 31 December 2019 RZT—NF
+=-—A=+—H 118 10 128
No significant changes to estimation techniques or PRE M - (FEt A A RER
assumptions were made during the reporting period. BELIRERXE
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(Expressed in Hong Kong dollars)

(LA TTHIR)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a) Credit risk (Continued)

(ii)

Loans and interest receivables

The Group considers the probability of default upon
initial recognition of asset and whether there has been
a significant increase in credit risk on an ongoing basis
throughout each reporting period. To assess whether
there is a significant increase in credit risk, the Group
compares the risk of a default occurring on the asset as at
the reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable and
supportive forwarding-looking information. Especially the
following indicators are incorporated:

- internal credit rating;

- external credit rating (as far as available); and

- actual or expected significant adverse changes in
business, financial or economic conditions that

are expected to cause a significant change to the

counterparties’ ability to meet its obligations

HEEREEREMIANYF

8 (%)

(a) FEEE (&)

(i)

JEWE L T8
AEESZRERITHEREE
& Z BN REERBR
BREPRE DA LR AR
B - REEEERRES
BRI - NEE SR
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mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

166

(CONTINUED)

(a) Credit risk (Continued)
(i) Loans and interest receivables (Continued)
A summary of the assumptions underpinning the Group'’s

ECL model for the loans and interest receivables is as

follows:

Category
5l

Definition of category
HRIER

EEREEREMIANYF
{8 (%)

(a) EERE (&)

(i) SEREFHRFLE (&)
AR ERRNERERRAEZ
BHEEBERERAREZ R
HBBELT -

Basis for recognition of ECL provision

BAMEEFERBECRIAEE

Stage 1

% 1PEER

Stage 2

F2ME B

Stage 3

FE3MEL

Exposures where there has not been a
significant increase in credit risk since initial
recognition and that are not credit-impaired
upon origination

= 5 R B 725 RERR LA SR it AR H BR KR 0
H%Eiém*ﬁﬁzfﬂﬁZH&

Exposures where there has been a significant
increase in credit risk since initial recognition
but are not credit-impaired.
%Aﬂhﬁﬁ*ﬁﬁuxﬁﬁﬁ%PMﬁl
AHEREERE RAR

Exposures are assessed as credit-impaired
when one or more events that have a
detrimental impact on the estimated future
cash flows of that asset have occurred.

MBELEMZEEZ M ARICGRSRELETH
FEZ-EXZEEN - AARFERLR
EERE-
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Portion of the lifetime ECL associated with the
probability of default events occurring within
the next 12 months is recognised.

MA$X+_MHW%ELW$#ZTW
Az 2 FRAEEBEES

Lifetime expected losses (i.e. reflecting the
remaining lifetime of the financial asset) is
recognised.
R ETEAEE ARG T EREE 2 A
ERAFEH) -

Lifetime expected losses is recognised and
interest revenue is calculated by applying the
effective interest rate to the amortised cost
(net of provision) rather than the gross carrying
amount.

TR 2 EATE HA B 1R 0 FE AR B IR M SR S5 K
A (FIRR ) T IERRME B E AT E R B E -



and 45%) of the Group’s loans receivable balance
respectively as at 31 December 2019.

The directors consider that the credit risk arising from the
loans receivable is significantly mitigated by the collaterals
held, if required. The Group does not provide any
guarantees which would expose the Group to credit risk.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from other receivables and
loans and interest receivables are set out in notes 18 and
19 respectively.

BRD
BREAHI22% N 44% (ZZF— N\
F : 24%K45%) °

EERRRUENRELZER
BB E Fris B 2 K1 am (5
R)MBERE - AEELE
REESAKERLERAR
ZAEfAHEIR o

5 BN 5 B A A th B R A K2
BREFRFEmMEAZ ZEE
[BLB 2 — P EUHE AR BR 9 Bl EK
RHIFE185%19 °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)

(AB TTHIR)

29 FINANCIAL RISK MANAGEMENT AND FAIR 29 MBEREERSMIAAF
VALUES OF FINANCIAL INSTRUMENTS {8 (&)
(CONTINUED)

(a) Credit risk (Continued)
(i) Loans and interest receivables (Continued)

(a) FEEE (&)
(i) EWEZRFE (&)

Movements in the gross amount of loans and interest FEWERRAE 2 R EEE
receivables are as follows: N
Stage 1 Stage 2 Stage 3 Total
RS EplEA EElCT @it
HK$'000 HK$'000 HK$000 HK$'000
T FaT TAET FHT

Gross amount of loans and
interest receivables

At 1 January 2018

New originated

Repaid during the year

Write off

At 31 December 2018 and
1 January 2019

New originated
Transfer

Repaid during the year
Write off

At 31 December 2019

By class at 31 December 2019

- Loans receivable
- Interest receivables

By class at 31 December 2018

- Loans receivable
- Interest receivables

ERERRFEZ
By

R=Z-\E—HA—H

HEE

RNEREE

ik

RZE-N\E+=A
=+-BR=Z-NF
—A-H

HEE

3

ROBEN H-T-NF
t=A=t-8
- EHER

IS

- EMHE

98,873 = 98,873
48,256 5 48,256
(36,300) - (36,300)

(31) = (31)
110,798 = 110,798
64,884 - 64,834
(3,688) 3,688 =
(58,620) = (58,620)

27) - 27)
113,347 3,688 117,035
107,287 3278 110,565
6,060 410 6,470
113,347 3,688 117,035
108,599 = 108,599
2,199 = 2,199
110,798 = 110,798
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)
(a) Credit risk (Continued)

(i) Loans and interest receivables (Continued)
An analysis of changes in the corresponding ECL

8 (%)

(a) FEEE (&)

29 BIEEREERSEMIAEANY

(i) MEREFRFE (&)
HREBREEEBERE 28

allowances is as follows: SR ¢
Stage 1 Stage 2 Stage 3 Total
F1RE £V E3M B st
HK$'000 HK$'000 HK$'000 HK$'000
THBT THL THL FAT
ECL allowance of loans and EHEHRFE 2 AH
interest receivables REBRREE
At 1 January 2018 RZZE-\E—A—H 453 - - 453
Repaid during the year REREER (371) - - (371)
At 31 December 2018 and RZE-N\E+=A
1 January 2019 =+-ARkZE-nE
—A—H 82 - - 82
New originated HEE 1,170 - - 1,170
Transfer to lifetime ECLS not EREREREERNE
credit-impaired ZEHEHEEER (8) 8 = -
Impact on year ended ECLs of FREEERAERY
exposures transferred between FRBHEEEE
stages during the year 2 - 3,680 - 3,680
At 31 December 2019 RZB-NE
+-RA=+-H 1,244 3,688 - 4,932
By class at 31 December 2019 BAERY R=B-hE
+=A=+-8
- Loans receivable - EWER 1,242 3,278 - 4,520
- Interest receivables — BRI S 2 410 - 412
1,44 3,688 - 4932
By class at 31 December 2018 BAERY R=B-N\F
+=A=+-8
- Loans receivable -ERER 80 = = 80
- Interest receivables —fEFI S 2 - - 2
8 - - 82

No significant changes to estimation techniques or

assumptions were made during the reporting period.

REEIR - (E RN RR

BEmLIEEAEH o

BIARBREBRERAR]
F552019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)
(a) Credit risk (Continued)

(iif)  Other financial assets at amortised cost

Other financial assets at amortised cost include cash
and cash equivalents, deposits and other receivables.
The Group accounts for its credit risk by appropriately
providing for expected credit losses on a timely
basis. In calculating the expected credit loss rates,
the Group considers historical loss rates for each
category of receivables and adjusts for forward looking

macroeconomic data.

At 31 December 2019 and 2018, the Group assessed
that the expected credit loss rate for those receivables
is immaterial under 12 months expected losses method.
Thus, no loss allowance for other financial assets at
amortised costs (including amount due from a key

management personnel) was recognised.

(b) 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. The Group’s policy is to regularly
monitor its liquidity requirements to ensure that it maintains
sufficient reserves of cash and adequate committed lines of
funding to meet its liquidity requirements in the short and longer

term.
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AEE
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ERRREMRASEFEY &
T REMBEUGK - NEEEB
EEBEREEBREE R
BE UEEEERBRAK -
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—A=t+—8 " BE+=F
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T 7R)

29 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)

(b) Liquidity risk (Continued)

The following table shows the remaining contractual maturities

at the end of the reporting period of the Group’s financial

liabilities, which is based on contractual undiscounted cash flows

(including interest payments computed using contractual rates

or, if floating, based on rates current at the end of the reporting

period) and the earliest date the Group can be required to pay:

29 BIEEREERSEMIAEANY

{8 (%)
(b) mEBEZmEE (E)

TRINTAEEZERABRES
HFARK 2 TRIQZIMA - T3
ERTINAURRARERE (BHREE
RETHN R E 2 R B IR -
AFES - ARBREHEAERKZ
BATAEEE) ARAEE TR 2
KNRZ&RFAE

2019

—E-nE
Total More than
contractual Within 1 year but
Carrying  undiscounted 1 year or less than
amount cash flow on demand 5 years
EHEEN:$:) —ERIH SW—F
BEE HREeRELH HRER BOREEF
HK$'000 HK$'000 HK$'000 HK$000
THET TR TER THET
Trade and other payables T BR T e E AR BT 3K 2,651 2,651 2,651 -
Lease liabilities HEAR 3,991 4,139 2,850 1,289
Interest-bearing borrowings Bt S fER 40,266 40,312 40,312 =
46,908 47,102 45,813 1,289
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

172

(c)

EEREEREMIANYF
{8 (%)

(CONTINUED)
(b) Liquidity risk (Continued) (b) mEELEE (&)
2018
—E-NE
Total More than
contractual Within 1 year but
Carrying undiscounted 1 year or less than
amount cash flow on demand 5 years
BATKARER —FREH ZM—F
FEE HRensgs FIREK BIREF
HK$'000 HK$'000 HK$'000 HK$'000
THET THET TEx THx
Trade and other payables JE 7 BE 20 I L 2K 3,384 3,384 3,384 -
Obligations under finance leases BETHE A 3,188 3,375 1,148 2,227
Interest-bearing borrowings HEER 33,000 33,275 33,275 -
39,572 40,034 37,807 2,227
Interest rate risk (c) FE

The Group's interest rate risk arises primarily from loans
receivable, lease liabilities and interest-bearing borrowings.
Borrowings issued at fixed rate and variable rates expose the
Group to fair value interest rate risk and cash flow interest rate
risk respectively. The Group’s interest rate profile as monitored

by management is set out below.

AURUM PACIFIC (CHINA) GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T 7R)

29 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)

(c) Interest rate risk (Continued)

(i)  Interest rate profile

29 BIEEREERSEMIAEANY
B (&)

() FIFEpEz (&)
0  FIEHE

The following table details the interest rate profile of TR S HR A R EF AR
the Group's interest-earning loans and interest-bearing SEGEERKM EEFRZF
borrowings at the end of the reporting period. TBPE o
2019 2018
“E-hE —ZT-N\F
Effective Effective
interest rate interest rate
BERAE ERME
% HK$'000 % HK$'000
TR THIT
Net fixed rate deposits/ EEBR/(EX) FE:
(borrowings):
Loans receivable fEWE R 10.0% - 58.9% 106,045 10.0% - 58.9% 108,519
Obligations under finance leases B &7 E AL N/AFEH - 35%-48% (3,188)
Interest-bearing borrowings W 2R N/AREH = 10.0% (33,000)
Lease liabilities HEEE 3.5% -5.4% (3,991) NATER _
102,054 72,331
Variable rate borrowings FEER
Interest-bearing borrowings fit S 3.8% -5.3% (40,266) N/AT 3 -
Net exposure RRFE 61,788 72,331
RigHEEEBRAR 173

F552019



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(c) Interest rate risk (Continued)

174

(ii)

Sensitivity analysis

At 31 December 2019, it is estimated that a general
increase/decrease of 50 basis points in interest rates, with
all other variables held constant, would increase/decrease
the Group’s loss after tax and accumulated losses by
approximately HK$168,000 (2018: HKS$Nil).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the end of the reporting period and had been applied to
the exposure to interest rate risk for financial instruments
in existence at that date. The 50 basis point increase
or decrease represents management’s assessment of
a reasonably possible change in interest rates over the
period until the end of the next annual reporting period.
The analysis is performed on the same basis for 2018.

(d) Currency risk
The Group's business activities and its assets and liabilities were

denominated in HK$ and RMB. The management considers the

Group is not exposed to significant foreign currency risk as most

sales, income, purchases and expenses are denominated in the

functional currency of the operations to which they relate. The

Group currently does not have a foreign currency hedging policy.

However, the management monitors foreign exchange exposure

and will consider hedging significant foreign currency exposure

should the need arise.

AURUM PACIFIC (CHINA) GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBHRME

(Expressed in Hong Kong dollars)
(LA T 7R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(e) Categories of financial instruments

29 BIEEREERSEMIAEANY

8 (%)

(e) £HITHHEF

2019 2018
—E-hEF —E-N\F
HK$’000 HK$'000
FET T T
Financial assets SRMEE
Financial assets at amortised cost REHKAY Rz R EE 133,525 141,194
Financial liabilities SHEAE
Financial liabilities at amortised cost BH#ERAY Rz emERE 46,908 39,572

(f) Fair value measurement

(i)  Financial assets and liabilities measured at fair
value
Investment in unlisted equity securities is measured at fair
value at the end of each reporting period on a recurring
basis. The fair value measurement of investment in
unlisted equity securities is categorised as Level 3 which is
measured using significant unobservable inputs, as defined
in HKFRS 13 “Fair Value Measurement”.

The Group's finance department performs valuations for
the Level 3 financial instruments. The finance department
reports directly to the management and the audit
committee. A valuation report with analysis of changes
in fair value measurement is prepared by the finance
department with external valuation specialists appointed
by the Group at the end of each reporting period, and is
reviewed and approved by the management. Discussion
of the valuation process and results with the management

and the audit committee is held once a year.

" AFEHE

(1)

BAFEITEZEHEE
LKEE

FELEMBRAE R ZRETINE
BERRREEE 2 ERIRE
NFEFE - FETRAES
ZREZRNFEAERIER
F=H HERERTHER
BWABBE (CERREEY
B EREAF135%R [ A FEF

£ -

REBZMBHFIRE =R
BT RETTHE - BBEFI@
EEERERREREE®R
F o PBMARAEEREL
SMNEPAEBERNERE BRE
NEARTEAEEHOMZ
BERE - WHEEERMNR
o - HERERERZES
MAERERERZAWEF
BT R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(f) Fair value measurement (Continued)

176

(1)

Financial assets and liabilities measured at fair
value (Continued)
The following table provides information about Level 3 fair

value measurements:

Valuation
Financial assets techniques
SREE fHER R

29 BIREREEREMIAEANY

8 (%)

(f) RAFEE(E)

(1)

BN FEFAEZ THMEE
REE(E)
TREHENESAATES
EFE T

Significant unobservable input

EXRFAEREDAHE

Unlisted equity instruments Market comparable
companies

FELEMRATA %5 Al L8 A

The fair value of unlisted equity instruments is determined
using price/earnings ratios of comparable listed companies
adjusted for lack of marketability discount. The fair value
measurement is negatively correlated to the discount for
lack of marketability. At 31 December 2019, it is estimated
that with all other variable held constant, a decrease/
increase in discount for lack of marketability by 10%
(2018: 10%) would have no significant impact on the
Group's other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)

(LA T R)
29 FINANCIAL RISK MANAGEMENT AND FAIR 29 UKEREEREMIANF
VALUES OF FINANCIAL INSTRUMENTS 8 (&)
(CONTINUED)
(f) Fair value measurement (Continued) () R FEE (E)
(i)  Financial assets and liabilities measured at fair () BRFEFAEZEHEE
value (Continued) REE(E)
The movement during the year in the balances Level 3 fair FRN - ZE=BRTESNEL
value measurements are as follows: BREBIOT :
Prepayment
option  Consideration
Investment embedded in payable for
in equity promissory business
securities note issued combination
BRI
RERE
RAE S Bt %2 EBEH
RE RAEHNE EARE
HK$'000 HK$'000 HK$'000
TR TR TR
At 1 January 2018 RZZE-N\E—A—H 500 116 (71,651)
Settlement wE = = 72,429
Changes in fair value recognised in RERPHER
profit or loss ATEE = (116) (778)
At 31 December 2018 and RZE—-N\F+-A=1+—H
1 January 2019 RZE-NE-A—H 500 - -
Changes in fair value recognised REMEERARHER
other comprehensive income AEEE (348) = =
At 31 December 2019 RZE-NEF+=-A=1—H 152 - -
(i) Financial assets/liabilities carried at other than fair (i) HER-FEUSMEESE
value PHREE BE
The carrying amounts of the Group's financial instruments RE BN SR A 51 &
carried at cost or amortised cost are not materially ZEmTEZEREMERANR -
different from their fair values as at 31 December 2019 E-NERE-N\F+=A
and 2018. =T —HZAVETESAE
o
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Within 1 year —FRA
After 1 year but within 5 years —FERELFNRN

3,787
239

4,026

The Group is the lessee in respect of a number of office premises
held under leases which were previously classified as operating leases
under HKAS 17. The Group has initially applied HKFRS 16 using the
modified retrospective approach. Under this approach, the Group
adjusted the opening balances at 1 January 2019 to recognise lease
liabilities relating to these leases (see note 2(c)). From 1 January 2019
onwards, future lease payments are recognised as lease liabilities in
the consolidated statement of financial position in accordance with
the policies set out in note 2(l), and the details regarding the Group's
future lease payments are disclosed in note 23.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RRMEE

(Expressed in Hong Kong dollars)
(LA T 7R)

31

32

MATERIAL RELATED PARTY TRANSACTIONS
AND BALANCES

31 EXBELRSE KRB

(a) Key management personnel remuneration (a) TEEEANSFH
Remuneration for key management personnel of the Group, AEEEEEEABTHRIENET
including amounts paid to the directors of the Company as Fr#i e 2 B AR A & = 208 K
disclosed in note 7 and certain of the highest paid employees as HSFTEEZENE TR HEHES
disclosed in note 8, is as follows: ZHIE  FFIBIT

2019 2018

=E-NF —E-)N\F

HK$°000 HK$'000

F#& T FHT

Short-term employee benefits EHEERT 5,208 4152
Post-employment benefits B2 @A 92 104
5,300 4,256

(b) Material related party transactions (b) EXBELXZ
Except as disclosed in the note 14, the Group has not entered BE T NFER-_ZT—N\F+=
into any material related party transactions during the years A=+—HIEFE ' BRHEE14FTH
ended 31 December 2019 and 2018. BN AREEIWEETEME XA

HEHRG
(c) Balances with related parties (c) HHEELBREZ#Z

Balances with related parties are disclosed in the Company’s

statement of financial position (note 34(a)) and in note 18.

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

The Group does not have other significant events after the reporting
period.

HEET AR EHRNARRZH
R (Fak34(a)) R MizE 18455

32 EHEFAREE

AEBYENHRERERBELEERNER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

(Expressed in Hong Kong dollars)
(LA T R)

33 SUBSIDIARIES
(a) Details of the subsidiaries as at 31 December 2019
and 2018

The following list contains only the particulars of subsidiaries
which principally affected the results, assets or liabilities of the
Group. The class of shares held is ordinary unless otherwise

33 HERQFA

(a)

R-ZE-NEFR-ZFE-NF
+tZA=+—HZH B A aH
18

TREFEIESYERERLE &
EXABEZHBARZHEE B3R5
SESN - AR 2 IERIE R -

stated.
Country of incorporation Particulars of issued ~ Proportion of effective Proportion of effective
Name of company and operation and paid up capital ~ ownership interest 2019 ownership interest 2018  Principal activity
RRiERE ERiRE
EfRIR BRAR it ]
2 EBfEER HRBAZE Z5-0E “3-)\F TEER
Direct Indirect Direct Indirect
B Bk Bk B
Aurum Pacfic Management Limited Hong Kong 1 share (HKS1) - 100% - 100%  Provision of administratve services
ARERARAA i 1R (1 T) RETHERRE
KanHan Technologies Limited Hong Kong 363636 shares - 100% = 100%  Investment holding and provision of sofware
(HK$7,200,000) platform
FENRERAA Bk 363836 R 10 RERRREARAT S
(7,200 000%70)
KanHan Technologies China Limited (notes i and (i)~ PRC HK$1,000,000 - 100% - 100% ~ Provison of software platform
ENEENAERAA (HE0RM) i 1,000,000770 REERTA
Aurum Pactic Finance Limited Hong Kong 1 share (HKS1) - 100% = 100%  Provision of money lending business
AEHBERLA 3 1B (15 7) RENERR
First Surplus Investment Ltd. BVl 10 shares of UST each - 60% - 60%  Investment holding
Frs Surplus nvestment Lt EBRLHE 0RRHERET LERR
Mooff Games Limited Hong Kong 10,000 shares - 60% = 60%  Development and provision of mobile data
(HK$10,000) solutions and related semices
Mooff Games Limited Bk 1000019 RERREBE RS AR REERE
(10000 7)
Side Quest Limited Hong Kong 3,020,000 shares - 60% = 60%  Development and provision of mobile data
(HK$4,510,001) solutions and related semices
Side QuestLimted B 3,000 000K 13 RERREBHERE R RIS
(4510 001%70)
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i fi
RA%R EEfEAR BRREHE 22-)\E TEER
Direct  Indirect
Bk i3
Smart City Technology Limited Hong Kong 12,000 shares - 60%  Development of mobile games and applcations
(HK$1,010,000)
BEHTHERRAT (3 12000563 RETREBRER
(1010000%72)
Ton Banana Limited Hong Kong 1 share (HKS1) - 60%  Development of mobile games and related
enices
BEERLT (i 1R (157) REFREARABRE
Lasting Surplus Investment HK Limited Hong Kong 10,000 shares = 60%  Talor made I solutions
(HK$10,000)
REEFERAT Bk 10,000t EHEREAE
(100007
Bz ERRRRA Anote ) PC V3 600,000 = 60%  Development of mobile games and related
senices
Rz EERAAN) 18 ARSI [ R BTN
Notes: B3
0} Registered as wholly-owned foreign enterprise under PRC law. 0} REREEEIMRINTBERE -

(ii) The English translation of the name is for reference only. The official

name of the entity is in Chinese.

(i) EXEREH2EZ - PXEEAEE
ZEBH -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mE M BRRME

(Expressed in Hong Kong dollars)
(LA T R)

33 SUBSIDIARIES (CONTINUED)
(b) Partial disposal of equity interest in a subsidiary

182

(c)

On 3 January 2018, the Group disposed 20% of the issued
shares of a wholly-owned subsidiary, Global Ocean International
Holdings Limited (“Global Ocean”), for a cash consideration of
HK$2,000 to an independent third party (the “Purchaser”). The
carrying amount of the non-controlling interests in Global Ocean
as at the date of disposal was a deficit of HK$1,000. As a result,
the Group recognised a decrease in non-controlling interests of
HK$1,000 and an increase in equity attributable to owners of the
Company of HK$3,000.

The effect of changes in ownership interest in Global Ocean was

as follows:

33 MELFE (&)
(b) BLHE—BHBALAAZRE

R=F—N\E—A=H ' A&EEH
ExEMBARESBEBIERER
AENDES®]) BETRM 220% T
BYE=FTER] BHeRER
2,000 7T - NS B E - BB IERE
B 2S 2 AR E{E A 7R 71,0007 7T ©
Bt - AN B iR IE R 2R
1,000/ 7T R AN R Bl A A FE G s
#413,0007 7T, °

EBFTEREREB ZZEWNT

HK$'000
FAT
Carrying amount of non-controlling interests disposed B &R R 2 BREE 1
Consideration received from the Purchaser B ABRE 2
Excess of consideration paid recognised in RiERAEMFEERERZ
other reserve within equity ERREBLEB 3
Acquisition of non-controlling interests () WEHFEZREZ

On 30 April 2018, the Group acquired additional 26.6% of
the issued shares of a 73.4% owned subsidiary, Mooff Games
Limited (“Mooff Games”), for a cash consideration of HK$2.
The carrying amount of the non-controlling interests in Mooff
Games as at the date of acquisition was a surplus of HK$58,000.
As a result, the Group recognised a decrease in non-controlling
interests of HK$58,000 and an increase in equity attributable to
owners of the Company of HK$58,000.
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RZE-NFNA=+AH K%
BRI E TR ET3.4%HE 5 2 i B
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33 SUBSIDIARIES (CONTINUED)

33 MEARE (&)

(c) Acquisition of non-controlling interests (c) WEHZREZ (&)
(Continued)
On 31 December 2018, Group acquired additional 15% of the R=ZF—N\E+=-_A=+—H8 ' 4t%
issued shares of a 85% owned subsidiary, Side Quest Limited BEEINTEETR B85 % iE s 2 B A
(“Side Quest”), for a cash consideration of HK$1. The carrying 7)Side Quest Limited ([ Side Quest])
amount of the non-controlling interests in Side Quest as at the BEITRN 215%  ReERERE
date of acquisition was a deficit of HK$160,000. As a result, 7T o RS B HA - Side QuestIE#E AR
the Group recognised an increase in non-controlling interests of T m Z BRENE & 7R 160,000/ 7T °
HK$160,000 and a decrease in equity attributable to owners of R Ut 7N 55 5 o R FE 42 PR 2 18
the Company of HK$160,000. 160,000 7 R AN A Bl A A (G
#R 4160,000/8 7T °
The effects of changes in ownership interest in Mooff Games Mooff GamesKSide QuestFfT7 11
and Side Quest were as follows: mEB o HENT
Mooff Games Side Quest Total
Mooff Games Side Quest st
HK$'000 HK$'000 HK$'000
FTAT FTAT FTAT
Carrying amount of non-controlling interests ~ 3E2E P& #E %5 > BR I (A 58 (160) (102)
Consideration paid to non-controlling interests  3E4% A& fE 25 2 B K (B = = =
Deficit/(excess) of consideration paid RN E A FEE
recognised in other reserve within equity BRZENRE
T/ (FBHED) 58 (160) (102)
REPEEEARAR 183
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33 SUBSIDIARIES (CONTINUED) 33 ME2AAE (&)
(d) Information of material non-controlling interest d EAXAFZRER ([FEKE
(“NCI") i) R
The following table lists out the information relating to FS TREJNEBEERBEEANFIERE
Group which has material NCI. The summarised financial # ZFS GroupZ B#} o THIB &R
information presented below represents the amounts before any MEBTARIFEEHAI 2S5 ©

inter-company elimination.

2019 2018

=E-NF —E-)N\F

HK$'000 HK$'000

FET FT

NCI percentage FEERRER A DL 40% 40%
Non-current assets EREEE 35,597 45,372
Current assets REEE 47,545 51,902
Current liabilities mENAaE (36,347) (33,962)
Non-current liabilities FEneBaE (5,192) (7,278)
Net assets BESE 41,603 56,034
Carrying amount of NC| EERERREE 16,471 22,244
Revenue s 2,926 21,892
Loss for the year FEEIE (14,420) (7,730)
Total comprehensive expense 2 HFZ A (14,431) (7,922)
Loss allocated to NCI DEREFERERER (5,773) (3,129)
Dividends paid to NCI R A 2= FE PR AR A 2 AR B - =

Cash flows (used in)/generated from EEE (A /B2
operating activities, net Rene#8 (17,957) 8,372
Cash flows used in investing activities, net ~ REEBFFA B LT EF4E (2,997) (M
Cash flows generated from MEEHAB2HERE
financing activities, net bk 16,842 -
184 AURUM PACIFIC (CHINA) GROUP LIMITED
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34 FINANCIAL INFORMATION OF THE COMPANY 3 KT ZEBER
(a) Statement of financial position (a) BIHMIEZE

2019 2018
—2-NF = — ]\
HK$°000 HK$'000
FET FHET

Non-current assets FRBEE
Investments in subsidiaries KRB AR ZEE 8 8
Investment in equity securities BAFBLEZKRE 152 500
160 508

Current assets REBEE
Amounts due from subsidiaries A NGB 188,480 310,160
Deposits, prepayments and other receivables 2% - FB /5 7% [z £t e Uk %08 5,175 5,660
Cash and cash equivalents ReERBFLEFEY 497 771
194,152 316,591
Current liabilities REBEE

Amounts due to subsidiaries NI EENGIE /S 42,820 55,015
Other payables and accrued charges EMERNRLETER 185 244
43,005 55,259
Net current assets RBEEFE 151,147 261,332
NET ASSETS EEFE 151,307 261,840

Capital and reserves EXRfFEE
Share capital N 50,906 50,906
Reserves G 100,401 210,934
TOTAL EQUITY R 151,307 261,840

BIARBREBRERAR] 185

F552019



reserve

are Share Capital Capital (non-  Accumulated
capital premium reserve surplus recycling) losses Total
AVERE
Bx  BRBEE  ERRE  E5ER (FUES) Zithi @t
HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000
Thr T Thr Thr T Thr Thr
(note 28(0)())
(Hiz28(b))
At 1 January 2018 R=E-N%-5-A 43546 356,513 2,261 1,609 - (122,515) 281414
Loss and total comprehensive expense  FEEER 2 AN EE
for the year - - - - - (51911) (51911)
Issue of shares (note 28(a)ii) BT (FsE28(a)i) 7,360 24977 = = = = 32337
7360 24971 - - - (51,911) (19,574)
At 31 December 2018 RZZ-NE+ZR=+-8 50,906 381,490 2,261 1,609 - (174,426) 261,840
At 1 January 2019 RZE-71F-F-H 50,906 381,490 2,261 1,609 - (174,426) 261,840
Loss and total comprehensive expense  EEEERZ AR EE
for the year - - - - - (110,185) (110,185)
Equity investments as FVOC: HRVOCIET 2 2R E -
Net movement in the fair value NS E)
resenve (non-recycling) (Rrime) - - - - (348) - (348)
- - - - (348) (110,185) (110,533)
At 31 December 2019 R-E-AE+-A=1-A 50,906 381,490 2,261 1,609 (348) (284,611) 151,307
186 AURUM PACIFIC (CHINA) GROUP LIMITED
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(Expressed in Hong Kong dollars)
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34 FINANCIAL INFORMATION OF THE COMPANY

(CONTINUED)
(c) Contingent liabilities

At 31 December 2019, the Company has issued a corporate
guarantee in respect of a loan made by a bank to a subsidiary

(see note 22).

The Company has issued corporate guarantee in respect of the
motor vehicles under leases at 3.5% — 4.8% per annum with
the carrying amount of approximately HK$2,158,000 (2018:
HK$3,188,000) as at 31 December 2019.

The fair value of these guarantees has not been provided for in
these consolidated financial statements as the directors of the
Company consider the amount involved to be insignificant.

35 ACCOUNTING ESTIMATES AND JUDGEMENTS

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

The selection of critical accounting policies, the judgements and other
uncertainties affecting application of those policies and the sensitivity
of reported results to changes in conditions and assumptions are
factors to be considered when reviewing the consolidated financial
statements. The principal accounting policies are set forth in note 2.
The Group believes the following critical accounting policies involve the
most significant judgements and estimates used in the preparation of
the consolidated financial statements.

35

KRB HBER (&)

() ZHAEE
R-B—AF+=A=+—H &
NAIFBITEME R AREZER
A EER(RHFE22) ©

R—ZZT—h&+=-—A=1+—8 &K
AR BRIE T E R T F3.5%-4.8%
HMEAERTARER REE
#92,158,0008 T (=& — )\ F :
3,188,000/ JT) ©

HEFEMBRRLBRHEZEE
Rz RAFE AAERARAREEZRA
gz @RI TERX o

Bl R H

s BB R AT AT - LB A
BEEMAR (BEERLERTHRES
HARRE 2 AR B -

EERHFAVBRRE FE2ZEIRE
RTBRZER  FESTHRERREL
HE R EM A EERE AR 2HEE

BRHIXENNBREIFE - TES
TR EN L2 - REER(E - THIER
SERTBOR R EREG A M B MR RA
Z B R H M R AEET o
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(Expressed in Hong Kong dollars)
(LA T R)

35 ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

188

(a)

(b)

Impairment loss on intangible assets

The carrying amounts of intangible assets that are not yet
available for use are reviewed annually in order to assess
whether the recoverable amounts have declined below the
carrying amounts. When such a decline has occurred, the
carrying amount is reduced to recoverable amount.

The recoverable amount is the greater of the fair value less
costs of disposal and the value in use. In determining the value
in use, the expected cash flows generated by the intangible
assets are discounted to their present value, which requires
significant judgement relating to the level of future software
revenue and the amount of service costs. The Group uses all
readily available information in determining an amount that is a
reasonable approximation of the recoverable amount, including
estimates based on reasonable and supportable assumptions and
projections of software revenue and the amount of service costs,
and discount rate.

Impairment loss on goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which
goodwill has been allocated. The value in use calculation requires
the directors to estimate the future cash flows expected to arise
from the cash-generating unit and a suitable discount rate in
order to calculate present value. Details of the impairment loss
calculation are set out in note 12.
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(a)

(b)
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(LA T R)

35 ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(c)

(d)

Deferred tax assets

Deferred tax assets are recognised for unused tax losses.
As these deferred tax assets can only be recognised to the
extent that it is probable that future taxable profits will be
available against which the unused tax benefits can be utilised,
management’s judgement is required to assess the probability of
future taxable profits. Management’s assessment is constantly
received and additional deferred tax assets are recognised if
it becomes probable that future taxable profits will allow the
deferred tax assets to be recovered; conversely, the carrying
amount of a deferred tax asset is reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow the benefit of part or all of that deferred tax asset to be
utilised. Details of the nature and carrying amounts of deferred
tax assets are disclosed in note 25(b).

Impairment allowances on financial assets at
amortised cost and contract assets

The Group estimates the loss allowances for financial assets at
amortised cost and contract assets by assessing the ECLs. This
requires the use of estimates and judgements. ECLs are based on
the Group'’s historical credit loss experience, adjusted for factors
that are specific to the debtors, and an assessment of both the
current and forecast general economic conditions at the end
of the reporting period. Where the estimation is different from
the previous estimate, such difference will affect the carrying
amounts of financial assets at amortised cost and contract
assets and thus the impairment loss in the period in which such
estimate is changed.

35 EEHbE R A E (&)

(©

(d)

FEHEAEE
BEXEHRBEERRSARBEER
HER o VBTN TR B EEER AL
7R B FE ER T 5 A1) DA B8 PR AR B R A 78
BAZIERN THER  EEEA
it 7R SR P& SR a8 M| 2 FT BE MR H )
B o AR ERBOE A BE S EIEDIR
BEATRE  RIEEEREELET
At - WHERRINEEFRIAEE - K
Z o EIETAIAE EERRE (B T LAFRRL -
VAT 5 AT RE 7 2 49 18 AR 50 A1) R IA
HHBO A2 WELEHRBREEZH
2R BEELHEEEZEE
KR EF 1B M FE25(0) 3 B

BBHERL B EHEEZ
BEREAENEE
AEEFEBEHREEBE ik
WA EZ SREEMRARAYD
BEBBEEEG HWEFEEAMT
Al - HEIEERERAEE
BEFEBRER YREEBKA
ZHERARARRHREHREEL
BARRIR K TR 2 FF R S &
MiE ° fifbar A RN ERhE - B8
ERBTERBHERATEZER
BEMNBHEEZREE #MZ
BT EDHEZRERBE -
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from active marke

0 d using valuation techniques L

comparable companies. The inputs to these models are taken
from observable markets where possible, but where this is not
feasible, a degree of judgement is required in establishing fair
value. The judgement includes consideration of input such as
discount for lack of marketability. Changes in assumptions about
these factors could affect the reported fair value of investment in
unlisted equity securities.
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36

37

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2019

Up to the date of issue of these consolidated financial statements, the
HKICPA has issued a number of amendments and a new standard,
HKFRS 17
year ended 31 December 2019 and which have not been adopted in

“Insurance Contracts”, which are not yet effective for the
these consolidated financial statements. These include the following
which may be relevant to the Group and will be effective for
accounting periods beginning on or after 1 January 2020:

Amendments to HKFRS 3 Definition of a business

Amendments to HKFRS 1 and HKAS 8 Definition of material

The Group is in the process of making an assessment of what the
impact of these developments is expected to be in the period of initial
application. So far it has concluded that the adoption of them will
not have a significant impact on the Group’s consolidated financial
statements.

COMPARATIVE FIGURES
The Group initially applied HKFRS 16 at 1 January 2019. Under the

transition methods chosen, comparative information is not restated.
Further details of the changes in accounting policies are disclosed in
note 2(c).

36

37
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discontinued operations

 FERERILEEEED

P&

64,464 34,459 41,268

(43,534) (43,846) (40,351) (26,728)

1,462 (1,889) 56 763
(42,072) (45,735) (40,295) (25,965)
(38,967) (48,823) (37,986) (20,131)
(3,105) 3,088 (2,309) (5,834)
(42,072) (45,735) (40,295) (25,965)
(3.21) (4.50) (5.22) (4.84)
324,784 405,730 451,871 273,819
(54,208) (123,350) (153,427) (38,252)
270,576 282,380 298,444 235,567
248,383 257,107 276,259 230,949
22,193 25,273 22,185 4,618
270,576 282,380 298,444 235,567

Loss before taxation KA T E 18

Income tax credit/(expense) Fi5HiiKe,/ (F)

Loss for the year FEEE

Attributable to: AR AL
Owners of the Company Ei/NGIE 2SN
Non-controlling interests FEERR R

Loss per share FREE

Basic and diluted (HK cents) EAR R #E (BL)

ASSETS AND LIABILITIES EERERE

Total assets BEBE

Total liabilities BELE

Total equity attributable to KRR AR
owners of the Company eyt

Non-controlling interests SEE R R
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