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ACCOUNTANT’S REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF VIVA GOODS COMPANY LIMITED (FORMERLY KNOWN AS VIVA
CHINA HOLDINGS LIMITED) AND NOMURA INTERNATIONAL (HONG KONG)
LIMITED

Introduction

We report on the historical financial information of Viva Goods Company Limited (the “Company™)
and its subsidiaries (together, the “Group”) set out on pages [A-4 to IA-150, which comprises the
consolidated statements of financial position as at 31 December 2020, 2021 and 2022, the
company statements of financial position as at 31 December 2020, 2021 and 2022 and the
consolidated statements of profit or loss and other comprehensive income, the consolidated
statements of changes in equity and the consolidated statements of cash flows for each of the years
ended 31 December 2020, 2021 and 2022 (the “Track Record Period”) and a summary of
significant accounting policies and other explanatory information (together, the “Historical
Financial Information™). The Historical Financial Information set out on pages 1A-4 to IA-150
forms an integral part of this report, which has been prepared for inclusion in the listing document
of the Company dated 20 June 2023 (the “Listing Document”) in connection with the proposed
transfer of listing of the shares of the Company from GEM to the Main Board of The Stock
Exchange of Hong Kong Limited.

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation set out in
Note 2.1 to the Historical Financial Information, and for such internal control as the directors
determine is necessary to enable the preparation of Historical Financial Information that is free
from material misstatement, whether due to fraud or error.

PricewaterhouseCoopeis, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Reporting accountant’s responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report
our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200, Accountants’ Reports on Historical Financial
Information in Investment Circulars issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). This standard requires that we comply with ethical standards and plan
and perform our work to obtain reasonable assurance about whether the Historical Financial
Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and disclosures
in the Historical Financial Information. The procedures selected depend on the reporting
accountant’s judgement, including the assessment of risks of material misstatement of the
Historical Financial Information, whether due to fraud or error. In making those risk assessments,
the reporting accountant considers internal control relevant to the entity’s preparation of
Historical Financial Information that gives a true and fair view in accordance with the basis of
preparation set out in Note 2.1 to the Historical Financial Information in order to design
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Our work also included evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the Historical Financial
Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountant’s
report, a true and fair view of the financial position of the Company as at 31 December 2020, 2021
and 2022 and the consolidated financial position of the Group as at 31 December 2020, 2021 and
2022 and of its consolidated financial performance and its consolidated cash flows for the Track
Record Period in accordance with the basis of preparation set out in Note 2.1 to the Historical
Financial Information.



-4

pwe R ik i

Report on matters under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)

Adjustments

In preparing the Historical Financial Information, no adjustments to the Historical Financial
- Statements as defined on page IA-4 have been made.

PricewaterhouseCoopers

Certified Public Accountants
Hong Kong, 20 June 2023




APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

I HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of
this accountant’s report.

The Historical Financial Information in this report was prepared by the directors of the
Company based on the previously issued financial statements of the Company and its
subsidiaries now comprising the Group for the Track Record Period (“Historical Financial
Statements™). The previously issued financial statements were audited by
PricewaterhouseCoopers in accordance with Hong Kong Standards on Auditing issued by
the HKICPA.

The Historical Financial Information is presented in Hong Kong Dollar (“HK$) and
all values are rounded to the nearest thousand (HK$000) except when otherwise indicated.
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APPENDIX TA ACCOUNTANT’S REPORT OF OUR GROUP

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December
2020 2021 2022
Notes HK$°000 HK$°000 HK$000

Revenue 5 §19,036 1,381,637 6,900,390
Cost of sales 7 {488,248) {809,255y (3,739,801
Gross profit 330,788 372,382 3,160,589
Other income and other gains - net b 1,359,084 4,548,086 1,023,644
Selling and distribution expenses (224,412 (572,425 (2,713,306
Administrative and other operating expenses (453,017 (502,742) (1,080,679
{Impairment loss)/reversal of impairment loss

on financial assets-net 44 (274) 9,166 4,617
Finance costs, net 6 {65,140 (37,049) (57,802
Share of profits less losses of associates and

joint ventures 15 266,393 492,571 543,322
Profit before income tax 7 1,213,362 4,509,989 §71,151
Income tax (expense}credit 10 (13,767) (35,735) 1,860
Profit for the year 1,199,595 4,474,254 §73,011

Other comprehensive income/(loss):
Items that may be reclassified subsequently to profit
or Joss, net of income tax:
- Share of other comprehensive

loss of an associate (1,906} (2,346) (773)
- Reclassification adjvstment upon

partial disposal of an associate 56,562 (7,443) -
- Release of exchange reserve upon disposal

of a subsidiary - 3,212 -
- Exchange differences on translation of

foreign operations 335,956 159,360 (536,156)

- Reclassification adjustment for

subsidiaries, deregistered

during the year - (625) 66
~ Change in fair value of financial assets at

fair valve through other comprehensive

income - - 110
— Cash flow hedges - ~ (20,281)

390,612 152,158 (557,034)
Items that may not be reclassified subsequently to
profit or loss, net of income tax:
- Actuarial loss on pension schemes - - (440,531}

Other comprehensive income/(loss) for the year,
net of income tax 390,612 152,158 (997,565}

Total comprehensive income/({loss) for the year 1,590,207 4,626,412 (124,554)
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ACCOUNTANT’S REPORT OF OUR GROUP

Notes

Profit/(loss) attributable to:
— Equity holders of the Company
- Non-controlling interests

Total comprehensive income/{ioss)
attributable to:
— Equity holders of the Company
— Non-controlling interesis

Profit per share attributable to
equity holders of the Company:
Basic (HK cents) Iy
Diluted (HK cents) 1

IA-6

For the year ended 31 December

2020 2021 2022
HK$°000 HK$’000 HK$°000
1,192,392 4,562,639 850,416
7,203 (38,385) 22,595
1,199,595 4,474,254 373,011
1,573,387 4,712,733 253,088
16,820 (86,321) {377.642)
1,590,207 4,626,412 {124.554)
10.59 40.39 748
10.57 40.15 7.39
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December
2020 2021 2022
Notes HK$000 HK$ 000 HK$'000

NON-CURRENT ASSETS

Property, plant and equipment 12(A) 92,622 120,766 1,382,750
Investment properties 13 203,700 93,800 104,400
Right-of-use assets 12(B) 277,077 321,502 1,249,135
Intangible assets 14 288,584 266,866 594,398
Interests in associates and joint ventures 15 3,031,604 4,124,391 4,151,810
Prepayments, deposits and other receivables 22 55,245 301,883 341,776
Restricted bank balances 24 - 3,672 16,930
Financial assets at fair value through other

comprehensive income 44 - - 7,959
Derivative financial instruments 18 - - 2,785
Defined benefit surplus 19 - - 821,348
Deferred tax assets 29 24,384 26,397 120,127
Other non-current assets 1,946 2,593 3,149
Total non-current assets 3,975,162 5,261,870 8,796,617
CURRENT ASSETS
Inventories 20 133,363 281,279 4,061,130
Trade debtors and bills receivable 21 82,887 97,996 859,478
Prepayments, deposits and other receivables 22 167,551 160,028 681,272
Financial assets at fair value through

profit or loss 16 273,338 587,129 -
Derivative financial instruments 18 - - 89,202
Tax recoverable - - 2,832
Restricted bank balances 24 3,627 3,183 2,635

Bank deposits with maturity period

over three months - 4,284 3,962
Cash and cash equivalents 23 1,857,441 2,529,663 2,974 803
‘ 2,568,707 3,663,562 8,073,314

Assets classified as held-for-sale 40 306,051 184,730 -
Total current assets 2,874,758 3,848,292 8,075,314
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As at 31 December
2020 2021 2022
Notes HK$000 HK$'000 HK$'000

CURRENT LIABILITIES
Trade, bills and other payables 25 313,627 518,084 2,796,593
Accruals 26 122,612 136,069 642,695
Contract liabilities 5 107,108 103,962 129,117
Deferred income 27 2,100 1,199 453
Income tax payables 13,610 13,320 67,642
Lease liabilities 12(B) 135,312 123,689 519,199
Financial Habilities at fair value through

profit or loss 16 456 - -
Bank borrowings 28 - - 55,934
Derivative financial instruments 18 - - 28,445
Provision 30 - - 94,293
Other corrent liabilities - - 03,821

694,825 896,323 4,428,192

Liabilities classified as held-for-sale 40 39 - -
Total current liabilities 694,864 896,323 4,428,192
NET CURRENT ASSETS 2,179,894 2,951,969 4,247,122
TOTAL ASSETS LESS CURRENT LIABILITIES 6,155,056 3,213,839 13,043,739
NON-CURRENT LIABILITIES
Deferred income 27 7,710 6,560 5,726
Other payables 5,899 2,469 5,314
Lease liabilities 12(B) 273,476 362,630 1,438,100
Provision 30 - - 108,068
Bank borrowings 28 1,256,000 - 288,196
Derivative financial instruments 18 - - 11,469
Deferred tax liabilities 29 80,669 87,738 96,664
Defined benefit obligation 19 - - 91,974
Total non-current lizbilities 1,623,754 459,397 2,045,511
NET ASSETS 4.531,302 7,754,442 10,998,228
EQUITY

Equity attributable to equity holders of
the Company

Issued capital 3 474 817 481,062 484,021
Perpetval convertible bonds 33 933,646 810,021 810,621
Reserves 34 2,920,908 6,324,594 6,698,333

4,329,371 1,616,277 7,993,175
Non-controlling interests 201,931 138,165 3,005,053
TOTAL EQUITY 4,531,302 1,754,442 10,998,228
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APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

STATEMENT OF FINANCIAL POSITION OF THE COMPANY

As at 31 December

2020 2021 2022
Notes HK$000 HK$’000 HK$000
NON-CURRENT ASSETS
Property, plant and equipment 2,066 1,106 227
Right-of-use asset 2,133 - -
Investments in subsidiaries 43 1,376,337 1,376,837 1,376,837
Total non-current assets 1,381,036 1,377,943 1,377,064
CURRENT ASSETS
Due from subsidiaries 42 1,587,620 3,376,610 3,444,710
Prepayments, deposits and other receivables 49,474 47,903 50,014
Cash and cash equivalents 23 1,220,396 1,008,291 1,728,281
Total current assets 2,857,490 5,332,804 5,223,005
CURRENT LIABILITIES
Due to subsidiaries 42 140,695 39,477 5,026,790
Lease liability 2,412 - -
Other payables and accruals 6,157 5,148 8,253
Total current liabilities 149,264 44,625 5,035,043
NET CURRENT ASSETS 2,708,226 5,288,179 187,962
TOTAL ASSETS LESS CURRENT
LIABILITIES 4,089,262 6,666,122 1,565,026
NON-CURRENT LIABILITIES
Due to a subsidiary 42 2,361,217 4,990,000 -
Total non-current liabilities 2,361,217 4,990,000 -
NET ASSETS 1,728,045 1,676,122 1,565,026
EQUITY
Issued capital 31 474,817 481,062 484,021
Perpetual convertible bonds 33 933,646 §10,621 810,621
Reserves 34 319,582 384,439 270,384
TOTAL EQUITY 1,728,045 1,676,122 1,565,026
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APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to equity holders of the Compacy

Convertible (4oromphied

Share  Perpetual Share  Exchenge lnsestment ooles  losses) Now:
[ssed  premiom conveztible oplion Muctuation tevaleation  Reserve equity  retained conlrolling Totel
capltal  account bonds  reserve  resere resewe fonds  reserve  earnings Tolal  interests equify

Nots BRSO HKS'080  HKSO)  HRESROC  HKS000  HKS'OM  RKSON0  PESGM O HESON HKSOR  BES000  HKSOW

1 January 2020 AT 54600 1130046 19815 (3538 N PR S G008 300,38 BHE 305,39
Prafit for the year - - - - - - - - LIR30 1092392 LMY 1,198,595
Other comprehensive iocomef{loss)

for the year:

Exchange differences on tmnslation of

fareign operations - - - - 36 - - - - 9617 33595
Reclassification adjustmeat upon partial

disposal of an assoclate - - - - 54362 - - - - 56,562 - 56,52
Share of other comprehensive loss of an

associale - - - - {1.9%6) - - - - {1,506) - {1,906)

Total comprehensive income

for the year - - - - 350993 - - - LI 1A 16520 150,207
Acquisitian of subsidiaries K - - - - - - - - - - 146313 146,813
Equity-seitled share oplion arangeneots 2 - - - 5,862 - - - - - 5862 - 5,862

Transfer of share opiion reserve

upon the lapse of share opiions - - -8R - - - - 17,834 - - -
Share of assaciates’s meserve - - - n30 - - - - - nm - 30
Conversien of perpeludl convenible bonds to
ordinary shares 3 600 173800 (205,400 - - - - - - - - -
Dividend paid 47 - (298,505 - - - ~ - - - (198,505 - (298,508
Transfer (0 statutory reserve - - - - - . 13,612 - (1361 - - -
As ol M December 2020 and
1 Janoary 2021 A48T QAR 9BEe 1SS 2MI61F E AT S 9RO 43130 B 453130
Profit for the year - - - - - - - - 4562639 4SELE3S  (88385) 44454
Other comprehensive incomef(loss) for the
year;
Exchange differences on (Rnslation of
foreign operations - - - - 15725 - . - - 15229 2064 159360
Reclassification adjusiment upon partfal
disposal of an associate - - - - {7443 - - - - 14y - (1443
Share of other comprehensive lass of an
associale - - - - {23,346 - - - - 12,10 - {2.346)
Release of exchmge reserve upon disposal
of a subsidiary - - - - 32 - - - - EM ) -3
Reclassification adjustment fat 2 foreign
operation, deregistered during the year - - - - 1623) - - - - (623) - (625)
Tolal comprehensive incomef{loss)
for the year - - - - 1500 - - - 4562639 4712 (d632) 4826412
Acquisition of non-controlling inlerests - - - - - - - S 1 &/ R P R (5 R LK 1]
Share issued upon exercise of share options 32 3,245 6,107 B 1] - - - - - - 32,450
Equity-seitled share option amangements n - - - 42485 - - - - -4 - 42285
Teansfer of share option reserve wpan the
Lapse of share aptings - - - Bl - - - - 34 - - -
Share of associates’ reserve - - - 631 - - - - - 2631 - 2630
Canversion of perpetual eomsertible bends 10
ardinary shares i 00 1005 (805 - - - - - - - - -
Capital contributions zeceived from pon-
conirolling shareholders - - - - - - - - - - 69,580 69,580
Dividend paid 1o nov-controlting shareholders - - - - - - - - - - A58 (45,180
Dividend paid 7 - (LMY - - - - - - = (1,304,115 - (L5019
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APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

Altelbulable (o equily holders of the Company

Share  Perpelual Skare  Exchange lovestmeal  Cash flow Non:
Tsued  premivm  convertible option  fuctostion  revaluation hedge Pension Reserve  Relained controlling Tolal
cpital  gecount bonds restrie restrie teserse Teserie reserve funds  earnings Totsl  Interesls squily

Notes AKS'000  MKSV00  RKS'000  HKSG00  HKSO0  MAS'O6  HKS00  BKS'UO0  HKSO00  HKSUO0  BKS'ON BKSON HKS'000

As ot 31 December 2021 and | Jamuary

nn 431,08 LOSO36Bs  BIOSEI 128378 1125 = B ELA 1] L 15 1 [ Jer L R 3 B L EE R
ProfiL for the year - - - - - - - - - 350416 Bie46 11598 873,01
Other comprehensive incomeffloss) for the

yar.

Exchane difference; on translation of

forelpn operations - - - CR AT - - - - - {4T6ATH (RS (338156)
Share of other comprehensive foss of
an wsoeiate - - - - (k) - - - - - {im - 13

Reclassification adjustmest for

sehsidiaries dereistered during the

year - - - - 66 - - - - - 58 - 6
Chaoge in fair value of finanial assels

a Bt valne through other

comprehentive income - - - - - 110 - - - - 11 - 1o
Effective portion of changes in fair
value of cash flow hedges - - - - - B (3.5 - - - a5 (15008 (20281
Actearial loss on pension schemes - - - - . . - (14.58h - - (IMSBY  P5HN (05
Tolal comprehensive Tacame/{loss) for
the yar - - - - IS 110 (3,005 (114583 - BDAl6 10 (NED (1MISH
Avqoisitien of subsidiaries b - - - - - - - - - - - BT 32

Acquisitien of non-conurolling inerests -
Share issucd upon exercise of share

options R 1959 4 - (8 - - - - - - 304 LAt AL
Equity-settled share option arranpements 3 - n4n - - - . . . N3 - N3
Transfer of share optien reserve upon the

- - - 1208 1.200 (1209 -

lapse of share options - - - (1.50) - - - . - 1,505 - - -
Share of associates’ resenve - - - 914 - - - - - - AL - B4
Capital conteibutions received fram oon-

controlling sharebolders - - - - - - - - - - - 8441 842
Diridend paid to non-controlling

sharehelders - - - - - - - - - - - [mky @k
As 2t 31 December 2012 44400 LIE0%S BI0GA M6 (003 HO (55 (43R 41 SRR 2B930T5 3005083 2009821

* These reserve accounts comprise the consolidated reserves of HK$2,920,908,000, HK$6,324,594,000 and
HK$6,698,533,000 in the consolidated statement of financial position as at 31 December 2020, 2021 and
2022 respectively.
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APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Finance costs 6
Share of profits less losses of associates and
joint ventures '
Net gain on disposal of partial interest in an

associate b1
Deemed dilution gain on decrease of interest

in an associate ]
Interest income 5
Fair value loss/(gain) on investment properties i3

Fair value loss/{gain} on financial assets/liabilities
at fair valee through profit or loss 5
Fair value gain on derivative financial instruments 5
(Reversal of provision}/provision for inventories 7
Gain on bargain purchase 5
Net loss on disposal of property, plant and
5

equipment
Depreciation 12
Amortisation of intangible assets 14
Gain on disposal of a subsidiary 3
Loss on disposal of intangible assets 14
Impairment on intangible assets 14
Write-off of other payables 5
Net gain from early termination of leases ]
Impairment loss/(reversal of impairment loss)

on financial assets - net 7
Impairment on property, plant and equipment 12(A)
Impairment on right-of-use assets 12(B)
Equity-settled share option expenses 32

Decreasef(increase) in inventories

Decrease/(increase) in trade debtors and
bills receivable

Decreasef(increase) in prepayments,
deposits and other receivables

Increase in other non-current assets

Increase/(decrease) in trade, bills and other payables

Increase/(decrease) in contract liabilities

Increase/(decrease) in accruals

Decrease in deferred income

Increase in provision

Increase in other current liabilities

Change in defined benefit schemes

Cash generated from/(used in) operations
Income tax paid

Net cash flows generated from/(used in)
operating activities

JA-12

For the year ended 31 December

2020 2021 2022

HK$000  HKS$000  HKS$000
1213362 4,509,989 871,151
65,140 37,049 57,802
(266,303)  (£92,571)  (543,322)
(1,022,999)  (3,338,753) -
- (977,982 (7,016)
(18,250) (13,176) (24,528)
1,400 (74,830) (10,600)
(3,623) (20,110) 46,103
- - (23,039)
(5,798) 822 47,037
(245,300) - (956,346)

2,680 4,780 8,553

95,046 160,340 400,295
34,140 32,352 99,417
- (52,867) -
7,390 - 6,142
130,107 - 64,837
- - (16,745)

- (5.915) (4,152)

274 (9,166) 4,617
5,054 16,048 64,285
23,363 71,111 276,756
5.862 42,285 24,443
21455 (110,594) 385,690
43,824 (92,826)  (292,838)
178,071 (2,776) 30,468
(1,440) 18,092 181,379
(1,358) (590) -
46,055 80,153 (84,175)
36,336 (6,175) (19,073)
(4,980) 9,848 (6,200)
(1,750) (2,546) {1,087)
- - 4,390

- - 36,741

- - (39,551)
316,213 (7,414 195,744
(21,834) (30,326)  (120,836)
294,379 (37,740) 74,908
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ACCOUNTANT’S REPORT OF OUR GROUP

Notes

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of property,
plant and equipment

Net preceeds from disposal of a subsidiary,
net of cash

Dividends received from associates

Net proceeds from disposal of pastial interest
in an associate

Interest received

39
15

15

Increase in deposit with banks with maturity period

over three months
Increase in restricted bank balances

Purchases of items of property, plant and equipment 12(A)

Purchases of intangible assets

Prepayment for the acquisition of property

Payment for financial asset at fair value
through profit or loss

14

16

Acquisition of subsidiaries, net of cash acquired 39
Net proceeds from disposal of held-for-sale assets

Others

Net cash flows generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Interest paid
Proceeds from new bank borrowings
Repayment of bank borrowings

28
28

Proceeds from issue of ordinary shares upon exercise

of share options
Dividend paid to non-controlling shareholders
Special dividend paid to shareholders
Payment of lease liabilities
Capital contribution received from
non-controlling shareholders
Others

Net cash flows used in from
financing activities

32

IA - 13

For the year ended 31 December

2020 2021 2022
HKS000  HK$000  HKS$'000
2,750 11,724 6,819

- 364,186 -

68,058 §2,247 167,929
1493480 3,786,880 -
15,450 13,176 21,348

- (4,284) -
- (3,121) (12,630)
(23,079) (90,439)  (183,409)
(1,322) (3,222) (93,987)
VX Rr) (48,360)
Q71,874 (298,485) -
124,005 - 928,631
- - 183,122

- (11,427) -
1,401,558 3,594,058 969,463
(47,942) (16,078) (7,070)
- - 900,605
(54,829)  (1,256,000)  (1,109,294)
- 32,450 41,747

- (45,180) (47,357)
(298,505)  (1,504,080) -
(103,685  (169,114) (374,389
- 69,580 5,776

3.745 - -
(501,216) _ (2.888,422) __ (589.982)
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ACCOUNTANT’S REPORT OF OUR GROUP

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents ai beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS

Cash and bank balances other than time deposits
Non-pledged time deposits with original maturity of

less than three months

Cash and cash equivalents as stated in the
consolidated statement of financial position
Less: Bank overdraft

Cash and cash equivalents as stated in the
consolidated statement of cash flows

TIA - 14

Notes

23

23

28

For the year ended 31 December

2020 2021 2022
HKE000 HK$000 HK$°000
1,194,721 667,396 454,389
649,262 1,857,441 2,529,663
13,458 4,326 {53,863)
1,857,441 2,529,663 2,930,189
982,537 742,481 1,561,063
874,904 1,787,182 1,413,740
1,857,441 2,529,663 2,974,803
- - {44,619
1,857,441 2,529,663 2,930,189




APPENDIX JTA ACCOUNTANT’S REPORT OF OUR GROUP

II

NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. CORPORATE INFORMATION

The Company is a limited liability company incorporated in the Cayman Islands and
the ordinary shares of which are listed on the GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

Principal activities

During the year, the Company and its subsidiaries (“Group”) were involved in
the following principal activities:

. design and development, branding and sales of multi-brand sports and
lifestyle apparel and footwear; and

. management and operation of sports parks, sports centres and ice-skating
rinks and management and operation of e-sports clubs, coordination of
sports events and sports-related marketing services.

Li Ning Company Limited (*Li Ning Co”), a company incorporated in the
Cayman Islands with limited liability, the issuved shares of which are listed on the
Main Board of the Stock Exchange (stock code: 2331), is an associated company of
the Group, whose principal activities include brand development, design, manufacture,
sale and distribution of sport-related footwear, apparel, equipment and accessories in
the People’s Republic of China (the “PRC”).

CITIC Land Co., Ltd (“CITIC Land”), a company incorporated in the PRC with
limited liability and a directly owned subsidiary of CITIC Group Corporation, is an
associated company of the Group, whose principal activities include property
development and operation; property management; hotel investment and management;
construction project and facilities contracting and equipment installations; decoration
units; landscaping and property development consultancy.

Shanghai Double Happiness Co., Ltd. (“Double Happiness”), a company
incorporated in the PRC with limited liability, is an associated company of the Group,
whose principal activities include manufacture, research and development, marketing
and sale of principally table tennis and badminton equipment under its own “4[ 88 E
(Double Happiness)™” brand and other sports accessories,

These financial statements are presented in HKS, unless otherwise stated.
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APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated
financial statements are set out below. These policies have been consistently applied to all
the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements have been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards and Interpretations
(“HKFRSs”). The consolidated financial statements have been prepared on a historical
cost basis, except for the following:

. certain financial assets and liabilities (including derivative instruments) and
investment property — measured at fair value; and

. assets classified as held-for-sale — measured at lower of the carrying amount
and fair value less cost to sell; and

. defined benefit pension plans — plan assets measured at fair value.

The preparation of financial statements in conformity with HKFRSs requires the
use of certain critical accounting estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are disclosed in Note 3.

2.2 Changes in accounting policies and disclosures
(a} New and amended standards adopted by the Group

The Group has applied the following standards and amendments for the first
time for their annual reporting period commencing 1 January 2020:

Amendments to HKAS 1 and Definition of Material

HKAS 8
Amendments to HKFRS 3 Definition of a Business
Amendments to HKFRS 9, Interest Rate Benchmark Reform

HKAS 39 and HKFRS 7
Revised Conceptual Framework
for Financial Reporting
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The Group has applied the following standards and amendments for the first
time for their annual reporting period commencing 1 January 2021:

Amendments to HKFRS 9, Interest Rate Benchmark Reform
HKAS 39, HKFRS 7, — Phase 2
HKFRS 4 and HKFRS 16

The Group has applied the following standards and amendments for the first
time for their annual reporting period commencing 1 January 2022:

Amendments to HKFRS 3 Reference to the Conceptual Framework

Amendments to HKAS 16 Property, Plant and Equipment:
Proceeds before intended use

Amendments to HKAS 37 Onerous Contracts- Cost of Fulfilling a
Contract
Annual Improvemenis Annual Improvements to HKFRS

Standards 2018-2020

Accounting Guideline 5 Merger Accounting for Common
(Revised) Control Combinations

The Group also elected to adopt the following amendment early for their
annual reporting pericd commencing 1 January 2020:

Amendment to HKFRS 16 COVID-19-Related Rent Concessions

Amendment to HKFRS 16 on COVID-19-Related Rent Concessions is
mandatory for annual reporting periods beginning on or after 1 June 2020. The
Group has elected to early adopt amendment to HKFRS 16 on COVID-19-
Related Rent Concessions as permitted by this amendment.

The Group also elected to adopt the following amendment early for their
annual reporting period commencing | January 2021:

Amendment to HKFRS 16 COVID-19-Related Rent Concession
beyond 30 June 2021

No amended standard was early adopted by the Group for the annual
reporting period commencing 1 January 2022.
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The adoption of the new and revised HKFRSs for the years ended 31
December 2020, 2021 and 2022 has had no material impact on the amounts
reported in these consolidated results and/or disclosures set out in the
consolidated financial statements.

(k) New standard issued but not yet effective

Certain new accounting standards and interpretations have been published
that are not mandatory for 31 December 2022 reporting period and have not been
early adopted by the Group. These standards are not expected to have a material
impact on the entity in the current or future reporting periods.

Effective for
accounting year
beginning on or

after
Amendments to HKAS | Classification of Liabilities as Current or 1 January 2024
Non-cuzrent
Amendments to HKAS 1 Non-current Liabilities with Covenants 1 January 2024
Amendments to HKAS 1 and  Disclosure of Accounting Policies 1 January 2023
HEEFRS Practice
Statement 2
Amendments to HKAS § Definition of Accounting Estimates 1 January 2023
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities 1 January 2023
arising from a Single Transaction
HKFRS 17 Insurance Contracts 1 January 2023
Hong Kong Interpretation 5 Presentation of Financial Statements - 1 January 2023
(2020) Classification by the Borrower of a Term
Loan that Contains a Repayment or Demand
Clause
Amendments to HKFRS 10 Sale or Contribution of Assets between an To be determined
and HKAS 28 Investor and its Associate or Joint Venture
Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback [ January 2024

2.3 Summary of significant accounting policies
Consolidation

Subsidiaries are entities (including structured entities) over which the Group
has control. The Group controls an entity when the Group is exposed teo, 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. Subsidiaries are
consolidated from the date of acquisition, being the date on which control is
transferred to the Group. They are deconsolidated from the date that control
ceases.
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(a) Business combinations

The Group applies the acquisition method to account for business
combinations. The consideration transferred for the acquisition of a subsidiary is
the fair values of the assets transferred, the liabilities incurred to the former
owners of the acquirce and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset and Hability
resulting from a contingent consideration arrangement. Acquisition-related costs
are expensed as incurred. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are, with limited
exceptions, measured initially at their fair values at the acquisition date.

The Group recognises any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis. Non-controlling interests in the acquiree that are .
present ownership interests and entitle their holders to a proportionate share of
the entity’s net assets in the event of liguidation are measured at either fair value
or the present ownership interests’ proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All other components of non-controlling
interests are measured at their acquisition date fair value, unless another
measurement basis is required by HKFRSs.

If the business combination is achieved in stages, the acquisition date
carrying value of the acquirer’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date; any gains or losses arising from
such re-measurement are recognised in profit or loss.

Where settlement of any part of cash consideration is deferred, the amounts
payable in the future are discounted to their present value as at the date of
exchange. The discount rate used.is the entity’s incremental borrowing rate, being
the rate at which a similar borrowing could be obtained from an independent
financier under comparable terms and conditions. Contingent consideration is
classified either as equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value with changes in fair
value recognised in profit or loss.

The excess of the consideration transferred, the amount of any non-
controlling interest in the acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the fair value of the identifiable net
assets acquired is recorded as goodwill. If the total of consideration transferred,
non-controlling interest recognised and previously held interest measured is less
than the fair value of the net assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognised directly in the profit or loss.
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Intra-group transactions, balances and unrealised gains on transactions
between Group companies are eliminated. Unrealised losses are also eliminated
unless the fransaction provides evidence of an impairment of the transferred
asset. When necessary, amounts reported by subsidiaries have been adjusted to
conform with the Group’s accounting policies.

(b) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in a loss of
control are accounted for as equity transactions — that is, as transactions with the
owners of the subsidiary in their capacity as owners. The difference between fair
value of any consideration paid and the relevant share acquired of the carrying
amount of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-centrolling interests are also recorded in equity,

{c) Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is
remeasured to its fair value at the date when control is lost, with the change in
carrying amount recognised in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the retained interest as
an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted
for as if the Group had directly disposed of the related assets or liabilities. This
may mean that amounts previously recognised in other comprehensive income are
reclassified to profit or loss.

Separate Financial Statements

Investments in subsidiaries are accounted for at cost less impairment. Cost
includes direct attributable costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon
receiving a dividend from these investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period the dividend is declared or
if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.
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Associates

An associate is an entity over which the Group has significant influence but
not control. Investments in associates are accounted for using the equity method
of accounting. Under the equity method, the investment is initially recognised at
cost, and the carrying amount is increased or decreased to recognise the
investor’s share of the profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill identified on acquisition.
Upon the acquisition of the ownership interest in an associate, any difference
between the cost of the associate and the Group’s share of the net fair value of
the associate’s identifiable assets and liabilities is accounted for as goodwill.

If the ownership interest in an associate is reduced but significant influence
is retained, only a proportionate share of the amounts previcusly recognised in
other comprehensive income is reclassified to profit or loss where appropriate.

The Group’s share of post-acquisition profit or loss is recognised in the
profit or loss, and its share of post-acquisition movements in other
comprehensive income is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of the investment. When the
Group’s share of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred legal or constructive obligations
or made payments on behalf of the associate.

When the most recently available financial statements of an associate is
different from the Group’s reporting date, the Group may take advantage of the
provision contained in HKAS 28 whereby it is permitted to include the
attributable share of associate’s results based on the financial statements drawn
up to a non-coterminous pericd end where the difference must be no greater than
three months. Adjustments shall be made for the effects of significant
transactions or events that occur between that date and the date of the Group’s
consolidated financial statements.

Unrealised gains and losses resulting from transactions between the Group
and its associate are eliminated to the extent of the Group’s investment in an
associate, except where unrealised losses provide evidence of an impairment of
the asset transferred. Goodwill arising from the acquisition of associate is not
individually tested for impairment. Accounting policies of the associates have
been changed where necessary to ensure consistency with the policies adopted by
the Group.
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The Group determines at each reporting date whether there is any objective
evidence that the investment in the associate is impaired. If this is the case, the
Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognises the
amount adjacent to ‘share of profits less losses of associates and joint ventures’
in the profit or loss.

Gain or losses on dilution of equity interest in associates are recognised in
the profit or loss.

Joint arrangements

Under HKFRS 11 investments in joint arrangements are classified as either
joint operations or joint ventures depending on the contractual rights and
obligations of each investor. The Group has assessed the nature of its joint
arrangements and determined them to be joint ventures. Joint ventures are
accounted for using the equity method.

Unrealised gains on transactions between the Group and its joint ventures
are eliminated to the extent of the Group’s interest in the joint ventures,
Unrealised losses are also eliminated unless the transaction provides evidence of
an impairment of the asset transferred. Accounting policies of the joint ventures
have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Segment Reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-maker. The chief operating
decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the management
that makes strategic decisions.

Property, plant and equipment and depreciation

Property, plant and equipment primarily consist of buildings, leasehold
improvements, machinery and office equipment, furniture and fixtures, and motor
vehicles. They are stated at cost less accumulated depreciation and any
impairment losses. Freehold lands are stated at cost less impairment losses.
Historical cost includes expenditure that is directly attributable to the acquisition
of the items,
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Subsequent costs are included in the asset’s carrying amount or recognised
as a separale asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to the profit or loss
during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful lives. The principal
annual rates used for this purpose are as follows:

Freehold lands Not depreciated
Buildings 2% to 5%
Leasehold improvements 6.7% to 33% or over the lease

terms, whichever is shorter
Machinery and office equipment 5% to 33.3%
Furniture and fixtures 9% to 33.3%
Motor vehicles 9% to 33.3%

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

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

Gains and losses on disposals are determined by comparing the proceeds
with the carrying amount and are recognised within ‘other income and other
gains — net’ in the profit or loss.

Investment properties

Investment properties are interests in land and buildings (including the
leasehold interest under an operating lease for a property which would otherwise -
meet the definition of an investment property) held for long-term rental yields or
for capital appreciation or both, and that is not occupied by the Group. Such
properties are measured initially at cost, including related transaction costs and
where applicable borrowing costs. After initial recognition, investment properties
are carried at fair value, representing open market value determined at each
reporting date with reference to valuation report when applicable. Fair value is
based on active market prices, adjusted, if necessary, for any difference in the
nature, location or condition of the specific asset.
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Property under construction or development for future use as an investment
property is classified as investment property under construction. If the fair value
cannot be reliably determined, the investment property under construction will be
measured at cost until such time as fair value can be determined or construction
is completed.

Changes in fair values are recorded in the profit or loss as part of a
valuation gain or loss in ‘octher income and other gains — net’. Any gains or
losses on the retirement or disposal of an investment property are recognised in
profit or loss in the year of the retirement or disposal,

Intangible assets
(a) Goodwill

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

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

Impairment reviews of goodwill arising from acquisition of subsidiaries are
undertaken annually or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of CGU containing the
goodwill is compared to the recoverable amount, which is the higher of value in
use and the fair value less costs of disposal. Any impairment is recognised
immediately as an expense and is not subsequently reversed.
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(b) Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at
cost. The cost of intangible assets acquired in a business combination is the fair
value at the date of acquisition. When determining the useful lives of such
intangible assets, the Group generally takes into consideration (i) the estimated
period during which such asset can bring economic benefits to the Group, (ii) the
estimated useful lives of similar assets disclosed by comparable companies in the
market, and (iii) legal factors which impact the period over which the entity
controls access to these economic benefits. The useful lives of intangible assets
are assessed to be either finite or indefinite, Intangible assets with finite lives are
subsequently amortised over the useful life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a
finite useful life are reviewed at least at each financial year end.

Intangible assets with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such intangible
assets are not amortised. The useful life of an intangible asset with an indefinite
life is reviewed annually to determine whether the indefinite life assessment
continues to be supportable. If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis,

Trademarks and licensing right and membership

Separately acquired trademark and licensing right and membership are
shown at historical cost, Trademarks and licensing right and membership
acquired in business combination are recognised at fair value at the acquisition
date. Trademarks and licensing right and membership that have finite useful lives
are carried at cost less accumulated amortisation and accumulated impairment
losses. Amortisation is calculated using the straight-line method to allocate the
cost of trademarks and licensing right and membership over their estimated
useful lives.

Operating rights

Acquired operating rights are shown at historical cost. Operating rights
acquired in a business combination are recognised at fair value at the acquisition
date. They have a finite useful life and are subsequently carried at cost less
accumulated amortisation and impairment losses. Amortisation is calculated using
the straight-line method to allocate the cost of operating rights over their
estimated useful lives of 15 to 20 years.
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League qualification and home and away co-operation agreeinent

League qualification and home and away co-operation agreement have
definite useful life and are carried at cost less accumulated amortisation and
accumulated impairment losses, if any. They are initially measured at fair value
of the consideration given to acquire at the time of the acquisition. Amortisation
is calculated using the straight-line method to allocate the cost of league
qualification and home and away co-operation agreement over their estimated
useful lives of 9 years and 1.6 years, respectively.

Players’ registration rights

The costs associated with the acquisition of players registrations are
capitalised as intangible assets at the fair value of the consideration payable,
including an estimate of the fair value of any contingent consideration.
Subsequent reassessments of the amount of contingent consideration payable are
also included in the cost of the individual’s registration. This assessment is
carried out on an individual basis. The costs are amortised over the period
covered by the individual’s contract of 1 to 3 years.

Software

Costs associated with maintaining software programmes are recognised as
an expense as incurred.

Development costs that are directly atiributable to the design and testing of
identifiable and unique software products controlled by the Group are recognised
as intangible assets where the following criteria are met.

. it is technically feasible to complete the software so that it will be
available for use

. management intends to complete the software and use or sell it
. there is an ability to use or sell the software

. it can be demonstrated how the software will generate probable future
economic benefits

. adequate technical, financial and other resources to complete the
development and to use or sell the software are available, and

. the expenditure attributable to the software during its development can
be reliably measured.
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Directly attributable costs that are capitalised as part of the software include
employee costs and an appropriate portion of relevant overheads.

Capitalised development costs are recorded as intangible assets and
amortised from the point at which the asset is ready for use.

The Group amortises intangible assets with a limited useful life using the
straight-line method over the following periods.

. Trademarks and licensing right and membership 2-20 years

. Operating rights 15-20 years

. League qualification 9 years

. Home and away co-operation agreement 1.6 years

. Players’ registration rights 1-3 years

. Software 3-5 years
Leases

Leases are recognised as a right-of-use asset and a corresponding liability at
the date at which the leased asset is available for use by the Group.

Contracts may contain both lease and non-lease components. The Group
allocates the consideration in the contract to the lease and non-lease components
based on their relative stand-alone prices.

Lease terms are negotiated on an individual basis and contain a wide range
of different terms and conditions. The lease agreements do not impose any
covenants other than the security interests in the leased assets that are held by the
lessor. Leased assets may not be used as security for borrowing purposes.

Assets and liabilities arising from a lease are initially measured on a present
value basis. Lease liabilities include the net present value of the following lease

payments:

. fixed payments (including in-substance fixed payments), less any lease
Incentives receivable

. variable lease payment that are based on an index or a rate, initially
measured using the index or rate as at the commencement date

. amounts expected to be payable by the Group under residual value
guarantees
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. the exercise price of a purchase option if the Group is reasonably
certain to exercise that option, and

. payments of penalties for terminating the lease, if the lease term
reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension options are
also included in the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the
lease, If that rate cannot be readily determined, which is generally the case for
leases in the Group, the lessee’s incremental borrowing rate is used, being the
rate that the individual lessee would have to pay to borrow the funds necessary to
obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes in
financing conditions since third party financing was received

. uses a build-up approach that starts with a risk-free interest rate
adjusted for credit risk for leases held by the Group, which does not
have recent third party financing, and

. makes adjustments specific to the lease, e.g. term, country, currency
and security,

The Group is exposed to potential future increases in variable lease
payments based on an index or rate, which are not included in the lease Iiability
until they take effect. When adjustments to lease payments based on an index or
rate take effect, the lease liability is reassessed and adjusted against the right-of-
use asset.

lLease payments are allocated between principal and finance cost. The
finance cost is charged to profit or loss over the lease period so as to preduce a
constant periodic rate of interest on the remaining balance of the liability for
each period.

Right-of-use assets are measured at cost comprising the following:
. the amount of the initial measurement of lease liabilities

. any lease payments made at or before the commencement date less
any lease incentives received
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. any initial direct costs, and
. restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s
useful life and the lease term on a straight-line basis. If the Group is reasonably
certain to exercise a purchase option, the right-of-use asset is depreciated over
the underlying asset’s useful life. While the Group revalues its land and buildings
that are presented within property, plant and equipment, it has chosen not to do
so for the right-of-use buildings held by the Group.

Payments associated with short-term leases of equipment and vehicles and
all leases of low-value assets are recognised on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12
months or less.

Lease income from operating leases where the Group is a lessor is
recognised in income on a straight-line basis over the lease term. Initial direct
costs incurred in obtaining an operating lease are added to the carrying amount of
the underlying asset and recognised as expense over the lease term on the same
basis as lease income. The respective leased assets are included in the statement
of financial position based on their nature. The Group did not need to make any
adjustments to the accounting for assets held as lessor as a result of adopting the
new leasing standard.

Impairment of non-financial assets

Goodwill, intangible assets that have an indefinite useful life or intangible
assets not ready to use are not subject to amortisation and are tested annually for
impairment, or more frequently if events or changes in circumstances indicate
that they might be impaired. Other assets are tested for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs of disposal and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (CGUs). Non-financial assets
other than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at the end of each reporting period.
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Financial assets
Classification

The Group classifies its financial assets in the following measurement
categories: those to be measured subsequently at fair value through profit or ioss,
at fair value through other comprehensive income, and those to be measured at
amortised cost. The classification depends on the entity’s business model for
managing the financial assets and the contractual terms of the cash flows.

The Group reclassifies debt investments when and only when its business
model for managing those assets changes.

Recognition and measurement

Regular way purchases and sales of financial assets are recognised on trade-
date, the date on which the Group commits to purchase or sell the asset. At
initial recognition, the Group measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction
costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value through profit or loss
are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety
when determining whether their cash flows are solely payment of principal and
interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s
business model for managing the asset and the cash flow characteristics of the
asset. There are three measurement categories into which the Group classifies its
debt instruments:

. Amortised cost: Assets that are held for collection of contractual cash
flows where those cash flows represent solely payments of principal
and interest are measured at amortised cost. Interest income from
these financial assets is included in finance income using the effective
interest rate method. Any gain or loss arising on derecognition is
recognised directly in profit or loss and presented in other gains/
(losses) together with foreign exchange gains and losses. Impairment
losses are presented as separate line item in the statement of profit or
loss.
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Fair value through profit & loss: Assets that do not meet the criteria
for amortised cost or fair value through other comprehensive income
are measured at fair value through profit & loss. A gain or loss on a
debt investment that is subsequently measured at fair value through
profit & loss is recognised in profit or loss and presented net within
other gains/(losses) in the period in which it arises.

Fair value through other comprehensive income: Assets that are held
for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of
principal and interest, are measured at fair value through other
comprehensive income. Movements in the carrying amount are taken
through other comprehensive income, except for the recognition of
impairment gains or losses, interest income and foreign exchange
gains and losses which are recognised in profit or loss. When the
financial asset is derecognised, the cumulative gain or loss previously
recognised in other comprehensive income is reclassified from equity
to profit or loss and recognised in other gains/(losses). Interest income
from these financial assets is included in finance income using the
effective interest rate method. Foreign exchange gains and losses are
presented in other gains/(losses) and impairment expenses are
presented as separate line item in the statement of profit or loss.

Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows

from the financial assets have expired or have been transferred and the Group has

transferred substantially all the risks and rewards of ownership.

Impairment

The Group assesses on a forward looking basis the expected credit losses

associated with its debt instruments carried at amortised cost. The impairment

methodology applied depends on whether there has been a significant increase in

credit risk.

For further details on the Group’s accounting policies for management of

financial assets, see Note 44 credit risk.
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Offsetting Financial Instruments

Financial assets and liabilities are offset and the net amount reported in the
statement of financial position when there is a legally enforceable right to offset
the recognised amounts and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally enforceable right
must not be contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptcy of the
company or the counterparty.

Derivative financial instroments

The Group uses derivative financial instruments, such as forward currency
contracts, to hedge its foreign currency risk, Such derivative financial instruments
are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value. Derivatives are
carried as assets when the fair value is positive and as liabilities when the fair

value is negative,

Any gains or losses arising from changes in fair value of derivatives are
taken directly to the consolidated statement of profit or loss, except for the
effective portion of cash flow hedges, which is recognised in other
comprehensive income and later reclassified to the consolidated statement of
profit or loss when the hedged item affects profit or loss.

Hedge accounting
Cash flow hedges

The Group designates forward exchange contracts as hedging instruments in
respect of foreign currency risk in cash flow hedges.
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At the inception of the hedge relationship, the Group documents the
relationship between the hedging instrument and the hedged item, along with its
risk management objectives and its strategy for undertaking various hedge
transactions. Furthermore, at the inception of the hedge and on an ongoing basis,
the Group documents whether the hedging instrument is highly effective in
offsetting changes in fair values or cash flows of the hedged item attributable to
the hedged risk, which is when the hedging relationships meet all of the
following hedge effectiveness requirements:

. There is an economic relationship between the hedged item and the
hedging instrument;

. The effect of credit risk does not dominate the value changes that
result from that economic relationship; and

. The hedge ratio of the hedging relationship is the same as that
resulting from the quantity of the hedged item that the Group actually
hedges and the quantity of the hedging instrument that the Group
actually uses to hedge that quantity of hedged item.

If a hedging relationship ceases to meet the hedge effectiveness requirement
relating to the hedge ratio but the risk management objective for that designated
hedging relationship remains the same, the Group adjusts the hedge ratio of the
hedging relationship (i.e. rebalances the hedge) so that it meets the qualifying
criteria again.

The Group designates the full change in the fair value of a forward
exchange contract (i.e. including the forward elements) as the hedging instrument
for all of its hedging relationships involving forward exchange contracts.

The effective portion of changes in the fair value of the forward exchange
contracts that are designated and qualify as cash flow hedges is recognised in
other comprehensive income and accumulated in the reserve, limited to the
cumulative change in fair value of the hedged item from inception of the hedge.
The gain or loss relating to the ineffective portion is recognised immediately in
-prefit or loss within other income and other gains -~ net. Amounts previously
recognised in other comprehensive income and accumulated in equity are
reclassified to profit or loss in the periods when the hedged item affects profit or
ioss. However, when the hedged forecast transaction results in the recognition of
a non-financial asset or a non-financial liability, the gains and losses previously
recognised in other comprehensive income and accumulated in equity are
removed from equity and included in the initial measurement of the cost of the
non-financial asset or non-financial liability. This transfer does not affect other
comprehensive income. Furthermore, if the Group expects that some or all of the
forecast transaction is no longer highly likely to occur in the futare, that amount
is considered ineffective, and immediately reclassified to profit or loss.
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Perpetual Convertible Bonds

Perpetual Convertible Bonds issued by the Group gives holders the right to
convert these Perpetual Convertible Bonds into a fixed number of the Company’s
ordinary shares at any time at a fixed exercise price per share, subject to
adjustments as provided in the terms and conditions of the bonds. The Perpetual
Convertible Bonds have no maturity date and are not redeemable. They are
treated as equity instruments and are not remeasured in subsequent years.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average cost method. The cost of finished goods
comprises raw materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). Net realisable value is the
estimated selling price in the ordinary course of business, less applicable variable
selling expenses,

Trade debtors and bills receivable and other receivables

Trade debtors and bills receivable are amounts due from customers for
goods sold and services rendered in the ordinary course of business. If collection
of trade debtors and bills receivable and other receivables is expected in one year
or less, they are classified as current assets. If not, they are presented as non-
current assets.

Trade debtors and bills receivable are recognised initially at the amount of
consideration that is unconditional unless they contain significant financing
components, when they are recognised at fair value. The Group holds the trade
debtors and bills receivable with the objective to collect the contractual cash
flows and therefore measures them subsequently at amortised cost using the
effective interest method. See Note 21 for further information about the Group’s
accounting for trade debtors and bills receivable and Note 44 for a description of
the Group’s impairment policies.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash
equivalents include cash on hand, demand deposits and other short term highly
liquid investments with maturity of three months or less, less bank overdrafts,
which are repayable on demand and form an integral part of the Group’s cash
management. Bank overdrafts are shown within bank borrowings in current
liabilities in the consolidated statement of financial position.
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Trade, bills and other payables

Trade and bills payables are obligation to pay for goods or services that
have been acquired in the ordinary course of business from suppliers. Trade, bills
and other payables are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities.

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

Provisions

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

Where there are a number of similar obligation, the likelihood that an
outflow will be required in settlement is determined by considering the class of
obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligation
may be small.

Provisions are measured at the present value of the expenditures expected
to be required to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of time is recognised as
interest expense.

Borrowings

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

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that some or all the
facility will be drawn down. In this case, the fee is deferred until the draw-down
occurs. To the extent there is no evidence that it is probable that some or all of
the facility will be drawn down, the fee is capitalised as a pre-payment for
liquidity services and amortised over the period of the facility to which it relates.
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Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months after
the end of the reporting period.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially
ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other berrowing costs are expensed in the period in which they are
incurred.

Income tax

Income tax comprises current and deferred tax. Tax is recognised in the
profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also
recognised in other comprehensive income or directly in equity, respectively.

(a) Current income tax

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

(b) Deferred tax

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

. when the deferred tax liability arises from the initial recognition of
goodwill or an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

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

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

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

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

The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of
each reporting period and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be recovered.
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Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability is
settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to offset current tax assets against current tax liabilities and
when the deferred taxes assets and liabilities relate to income taxes levied by the
same taxation authority on either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.

Held for sale

Subsidiaries and investment properties are classified as held for sale if their
carrying amount will be recovered principally through a sale transaction rather
than through continuing use and a sale is considered highly probable.
Subsidiaries are measured at the lower of their carrying amount and fair value
Iess cost to sell and investment properties are carried at fair value.

L]
Revenue and other income

Revenues are recognised when, or as, the control of the goods or services is
transferred to the customer. Depending on the business model, terms of the
contract and the laws applicable, control of the goods and services may be
transferred over time or at a point in time. Control of the goods and services is
transferred over time if the Group’s performance:

. provides all of the benefits received and consumed simultaneously by
the customer;

. creates or enhances an asset that the customer controls as the Group
performs; or

. does not create an asset with an alternative use to the Group and the
Group has an enforceable right to payment for performance completed
to date.

If control of the goods and services transfers over time, revenue is
recognised over the period of the contract by reference to the progress towards
complete satisfaction of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains control of the goods and
services.
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The progress towards complete satisfaction of performance obligation,
depending on the nature of the good and serviece to be transferred, is measured
based on one of the following methods that best depicts the Group’s performance
in satisfying the performance obligation:

. direct measurements of the value of individual services transferred by
the Group to the customer; or

. the Group's efforts or inputs to the satisfaction of the performance
obligation.

If contracts involve the sale of multiple goods, goods followed by related
services, or multiple services, the transaction price will be allocated to each
performance cbligation based on their relative stand-alone selling prices. If the
stand-alone selling prices are not directly observable, they are estimated based on
expected cost plus a margin or adjusted market assessment approach, depending
on the availability of observable information.

When either party to a contact has performed, the Group presents the
contract in the statement of financial position as a contract asset or a contract
liability, depending on the relationship between the entity’s performance and the
customer’s payment.

A contract asset is the Group’s right to consideration in exchange for goods
or services that the Group has transferred to a customer. Contract assets and
assets arising from costs to obtain or fulfil a contract that are recognised in
accordance with HKFRS 15. The Group uses practical expedients to recognise
the incremental costs of obtaining a contract as an expense when incurred as the
amortisation period of the asset that the Group otherwise would have recognised
is one year or less.

If a customer pays consideration before the Group transfers a good or
service to the customer, the Group presents the contract as a contract liability
when the payment is made. A contract liability is the Group’s obligation to
transfer goods or services to a customer for which the Group has received
consideration from the customer.

A receivable is recorded when the Group has an unconditional right to
consideration. A right to consideration is unconditional if only the passage of
time is required before payment of that consideration is due.
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The following is a description of the accounting policy for the principal

revenue streams of the Group:

(@)

(b)

from the sale of goods, when control of the goods has been transferred
to the buyer, which is upon the acceptance of the goods in an amount
equal to the contract sales prices less estimated sales allowances for
sales returns.

from providing services including integrated sports content production
and distribution, sports talent management, community development
consultancy service and sports park facilities and ice-skating rinks
hiring, in the accounting period in which the services are rendered.
For fixed-price contracts, revenue is recognised based on the actual
service provided to the end of the reporting period as a proportion of
the total services to be provided because the customer receives and
uses the benefits simultaneously;

When another party is involved in providing goods or services to a

customer, the Group is a principal if it obtains control through one of the

following way:

Control the good or services before it transfers to the customers;

Has the ability to direct another party to provide the service to the
customer on the entity’s behalf; or

Providing a significant service of integrating services and obtains
control of the inputs to the specified good or service and directs their
use to create the combined output that is the specified good or service.

If control is not clear, the Group will analyse the three indicators (1) who is

the primary obligator; (2) who has the inventory risk and (3} who has the

discretion in establishing the price to assist the analysis of control. Sometimes,

control are not always clear and judgement are need in analysis of whether the

Group is a principal or an agent.

If the Group is a principal, revenue will be recognised at the ‘gross’ amount

paid by the customer for the specified good or service and record a

corresponding expense for the commission or fee that it has to pay to any agent,

in addition to the direct costs of satisfying the contract. If as an agent, will

record revenue the commission or fee earned for facilitating the transfer of the

specified goods or services (the ‘net’ amount retained).
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Rental income
Rental income is recognised on a straight line basis over the lease terms.
Sale of gift vouchers

Revenue from the sale of gift vouchers is initially recognised as a liability
to the customer. This is released to revenue as the vouchers are redeemed. An
element of breakage is recognised upfront on gift voucher sales based on
historical data. The value of unexpired gift cards is not considered to be material.

Sale with a right of return/exchange

For a sale of products with a right of return/exchange for dissimilar
products, the Group recognises all of the following:

{a) revenue for the transferred products in the amount of consideration to
which the Group expects to be entitled (therefore, revenue would not
be recognised for the products expected to be returned);

{b) & refund liability; and

{c) an asset (and corresponding adjustment to cost of sales) for its right to
recover products from customers.

Loyalty schenie

The Group operates a loyalty programme wherein customers earn points
based upon the amount spent on purchases of products, which can be redeemed
for gift vouchers once a specified number of points is attained. Points issued
represent & separate performance obligation providing a material right. The
portion of the total transaction price allocated to the points is determined based
on the value of the points to the customer when redeemed, adjusted for expected
redemption rates or breakage. The consideration related to points earned is
deferred and recognised as a contract liability. Revenue is recognised as the
earned vouchers are redeemed by the customers,

Interest income

Interest income from financial assets at fair value through profit or loss is
included in the net fair value gains/{(losses) on these assels.

Interest income on financial assets at amortised cost calculated using the
effective interest method is recognised in the statement of profit or loss as part of
other income and other gains/(losses)-net,
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Interest income is calculated by applying the effective interest rate to the
gross carrying amount of a financial asset except for financial assets that
subsequently become credit-impaired. For credit-impaired financial assets, the
effective interest rate is applied to the net carrying amount of the financial asset
(after deduction of the loss allowance).

Royalty income

Royalty income is recognised on a time proportion basis in accordance with
the substance of the relevant agreements.

Government granis

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and the Group will comply
with all attached conditions.

Government grants relating to costs are deferred and recognised in the
profit or loss over the period necessary to match them with the costs that they are
intended to compensate.

Government grants relating to property, plant and equipment are included in
non-current liabilities as deferred government grants and are credited to the profit
or loss on a straight-line basis over the expected lives of the related assets.

Employee benefit
Share-based payments

The Group operates a number of equity-settled, share-based compensation
plans, under which the entity receives services from employees as consideration
for equity instruments (options) of the Group. The fair value of the employee
services received in exchange for the grant of the options or shares is recognised
as an expense with a corresponding increase in equity. The total amount to be
expensed is determined by reference to the fair value of the options or shares
granted on grant day:

. including any market performance conditions (for example, an entity’s
share price);

. excluding the impact of any service and non-market performance
vesting conditions (for example, profitability, sales growth targets and
remaining an employee of the entity over a specified time period); and
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. including the impact of any non-vesting conditions (for example, the
requirement for employees to save or holding shares for a specified
pericd of time).

The total expense is recognised over the vesting period, which is the period
over which all of the specified vesting conditions are to be satisfied. At the end
of each reporting period, the entity revises its estimates of the number of options
that are expected to vest based on the non-market vesting and service conditions.
It recognises the impact of the revision to original estimates, if any, in profit or
loss, with a corresponding adjustment to equity.

When the options are exercised, the Company issues new shares. The
proceeds received net of any directly attributable transaction costs are credited to
share capital (nominal value) and share premiuvm when the options are exercised.

Where shares are forfeited due to a failure by the employee to satisfy the
service conditions, any expenses previously recognised in relation to such shares
are reversed effective the date of the forfeiture. Where the options are expired
after the vesting period, any share option reserves previous recognised in relation
to such shares would be transferred to accumulated losses or retained earnings.

Pension plans

For defined contribution plans, the Group pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual or
voluntary basis. The Group has no further payment obligations once the
contributions have been paid. The contributions are recognised as employee
benefit expense when they are due. Prepaid contributions are recognised as an
asset to the extent that a cash refund or a reduction in the future payments is
available.
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The liability or asset recognised in the balance sheet in respect of defined
benefit pension plans is the present value of the defined benefit obligation at the
end of the reporting period less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected
unit credit method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash cutflows using interest rates
of high-quality corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms approximating to the terms of the
related obligation. In countries where there is no deep market in such bonds, the
market rates on government bonds are used. The net interest cost is calculated by
applying the discount rate to the net balance of the defined benefit obligation and
the fair value of plan assets. This cost is included in finance cost-net in the
statement of profit or loss. Remeasurement gains and losses arising from
experience adjustments and changes in actuarial assumptions are recognised in
the period in which they occur, directly in other comprehensive income. They are
included in retained earnings in the statement of changes in equity and in the
balance sheet. Changes in the present value of the defined benefit obligation
resulting from plan amendments or curtailments are recognised immediately in
profit or loss as past service costs.

The group operates various post-employment schemes, including both
defined benefit and defined contribution pension plans.

—  The employees of the Group’s subsidiaries which operate in the
mainland China are required te participate in central pension schemes
operated by the local municipal governments. These subsidiaries are
required to contribute certain percentage of their payroll costs to the
central pension schemes, The contributions are charged to profit or
loss as they become payable in accordance with the rules of the
central pension schemes.

- The Group operates pension schemes in the UK and US including
defined benefit and defined contribution sections. Details are referred
to Note 19.
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The Group operates two pension schemes in Hong Kong, namely the
Mandatory Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance
and a defined contribution retirement benefit scheme as defined in the
Occupational Retirement Schemes Ordinance (the “ORSO Scheme”),
for all of its employees in Hong Kong. Under the MPF Scheme,
contributions of 5% of the employees’ relevant income with a
maximum monthly contribution of HK$1,500 per employee are made
by each of the employer and the employees. The employer
contributions are charged to profit or loss as they become payable in
accordance with the rules of the MPF Scheme. The Group’s employer
contributions vest fully with the employees when contributed into the
MPF Scheme. Under the ORSO Scheme, contributions of 5% of the
employees’ basic salaries are made by the employer and are charged
to profit or loss as they become payable in accordance with the rules
of the ORSO Scheme. The rates of contributions made by the
employees are either 0% or 5% of the salary of each employee at the
discretion of the employee. When an employee leaves the ORSO
Scheme prior to his/her interest in the Group’s employer contributions
vesting fully, the ongoing contributions payable by the Group may be
reduced by the relevant amount of forfeited contributions. The assets
of the MPF and ORSO Schemes are held separately from those of the
Group in independently administered funds,

The Group’s subsidiaries in Singapore participate in a Central
Provident Fund Scheme, which is a contribution plan established by
the Central Provident Fund Board in Singapore.

Foreign currency transiation

(a) Functional and presentation currency

These financial statements are presented in Hong Kong dollars, which is the

Company’s functional and presentation currency. Each entity in the Group

determines its own functional currency and items included in the financial

statements of each entity are measured using the currency of the primary

economic environment in which the entity operates {“the functional currency”).
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(b) Transactions and balances

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, except those arising from foreign currency
berrowings used to hedge a net investment in a foreign operation which are
recognised in other comprehensive income.

Non-monetary assets and liabilities that are measured in terms of historical
cost in foreign currency are translated using the foreign exchange rates ruling at
the translation dates. 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.

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 translations. 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.

{c) Group companies

The results and financial position of all the Group entities (none of which
has the currency of a hyper-inflaticnary economy) that have a functional currency
different from the presentation currency are translated into the presentation
currency as follows:

(i) assets and liabilities for each statement of financial position presented
are translated at the closing rate at the date of that statement of
financial position;

(ii) income and expenses for each profit or loss are translated at average
exchange rates (unless this average is not a reasonable approximation
of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the rate on
the dates of the transactions); and
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(iii) all resulting currency translation differences are recognised in other
comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign
entity are treated as assets and liabilities of the foreign entity and translated at
the closing rate, Currency translation differences arising are recognised in other
comprehensive income.

(d) Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation, a disposal involving loss of joint
control over a joint venture that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that includes a foreign
operation), all of the currency translation differences accumulated in equity in
respect of that operation attributable to the owners of the company are
reclassified to profit or loss.

In the case of a partial disposal that does not resunlt in the Group losing
control over a subsidiary that includes a foreign operation, the proportionate
share of accumulated currency translation differences are re-attributed to non-
controlling interests and are not recognised in profit or loss. For all other partial
disposals (that is, reductions in the Group’s ownership interest in associates or
joint ventures that do not result in the Group losing significant influence or joint
control) the proportionate share of the accumulated exchange difference is
reclassified to profit or loss.

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any group company purchases the Company’s equity share capital
(treasury shares), the consideration paid, including any directly attributable
incremental costs (net of income taxes), is deducted from equity attributable to
the Company’s equity holders until the shares are cancelled or reissued. Where
such shares are subsequently reissued, any consideration received, net of any
directly attributable incremental transaction costs and the related income tax
effects, is included in equity attributable to the Company’s equity holders.
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3.  CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

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

(i) TImpairment of goodwill and intangible assets

Indefinite life intangible assets and goodwill are tested for impairment annually
and at other times when such an indicator exists. An impairment exists when the
carrying value of an asset or a cash-generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. Both
calculations require the use of estimates. The calculation of the fair value less costs of
disposal is based on available data from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices less incremental costs for
disposing of the asset. In estimating the value in use of assets, various assumptions,
including future cash flows to be associated with the non-current assets (such as future
sales forecast, expected capital expenditure and working capital requirements) and
discount rates, are made. If future events do not correspond to such assumptions, the
recoverable amounts will need to be revised, and this may have an impact on the
Group’s results of operations or financial position.

The Group has assessed the recoverable amount of the CGU with goodwill. The
recoverable amounts of the CGUs with goodwill have been determined based on value
in use calcnlation which use cash flow projections or fair value less costs of disposal
calculation which use valuation technique such as enterprise value-to-sales model.
These cash flow projections are derived from the approved business plan which has a
forecast covering a period of 5-10 years and have incorporated necessary updates. The
key assumptions used in the value in use calculations or fair value less costs of
disposal calculation are set out in Note 14, The carrying amounts of the Group’s
goodwill was HK$79,360,000, HK$81,516,000 and HK$44,732,000 as at 31 December
2020, 2021 and 2022 respectively.
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(ii) Impairment of property, plant and equipment, and right-of-use assets

The Group assesses whether there are any indicators of impairment for all non-
financial assets at the end of each reporting period in accordance with the accounting
policies stated in Note 2.3. This requires an estimation of the value in use and fair
value less cost of disposal of the asset. Estimating the value in use for the impairment
assessment of property, plant and equipment and right-of-use assets requires the Group
to make an estimate of the expected future cash flows from the asset using key
assumptions such as the estimated future store performance, economic environment
and the sales growth rate and also to choose a suitable discount rate in order to
calculate the present value of those cash flows. The carrying amounts of the Group’s
property, plant and equipment and right-of-use assets were HX$92,622,000,
HK$120,766,000, HK$1,382,750,000 and HK$277,077,000, HK$321,502,000,
HK$1,249,135,000 as at 31 December 2020, 2021 and 2022 respectively. For details,
please refer to Note 12{A) and Note 12(B).

(iii) Provision for inventories

Management reviews the ageing analysis of inventories of the Group at the end
of each reporting period, and makes provision for obsolete and slow-moving inventory
items identified that are no longer suitable for sale, The assessment of the provision
amount involves management judgements and estimates by considering historical sales
patterns and expected subsequent sales based on internal budgets and certain market
factors. Where the actual outcome or expectation in future is different from the
original estimate, such differences will have an impact on the carrying value of the
inventories and provision charge/writeback in the period in which such estimate has
been changed. In addition, physical counts on all inventories are carried out on a
periodical basis in order to determine whether provision needs to be made in respect of
any obsolete inventories identified. Management reassesses the estimation at the end of
each reporting period and is satisfied that sufficient provision for obsolete and slow-
moving inventories has been made in the consclidated financial statements, The
carrying amount of the Group’s inventories was HK$183,863,000, HK$281,279,000
and HK$4,061,130,000 as at 31 December 2020, 2021 and 2022 respectively, For
details, please refer to Note 20.
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(iv) Fair value of identifiable assets and liabilities acquired through business
combinations

The Group applies the acquisition method to account for business combinations,
which requires the Group to record assets acquired and liabilities assumed at their fair
values on the date of acquisition. Significant judgment is used to estimate the fair
values of the assets and liabilities acquired, including estimating future cash flows,
asset useful life, discount rates and unit price of properties.

(v) Income taxes and deferred taxation

The Group is subject to income taxes in United Kingdom (“UK”), United States
of America (“USA"), Hong Kong, mainland China, and elsewhere in which the Group
operates. Significant judgement is required in determining the provision for income
taxes, There are many transactions and calculations for which the ultimate
determination is uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax issues based on estimates of whether
additional taxes will be due. Where the final tax cutcome of these matters is different
from the amounts that were initially recorded, such difference will impact the current
and deferred income tax assets and liabilities in the period in which such determination
is made.

Deferred tax assets are recognised when management considers it is probable that
future taxable profits will be available to utilize those temporary differences and
losses. When the expectation is different from the original estimate, such differences
will impact the recognition of deferred tax assets and taxation charges in the period in
which such estimate is changed.

(vi) Valuation for defined benefit pension obligation

The cost of defined benefit pension plans is determined using actuarial
valuations. The actuarial valuation involves making assumptions about discount rates,
rates of inflation and mortality rates.

Due to the complexity of the valuation, the underlying assumptions and the long-
term nature of these plans, such estimates are subject to significant uncertainty. In
determining the appropriate discount rate, management considers the interest rates of
corporate bonds in the respective currency. For details, please refer to Note 19.
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4. OPERATING SEGMENT INFORMATION

The management is the Group’s chief operating decision-maker, The management
reviews the Group’s internal reports periodically in order to assess performance and allocate
. resources.

The management considers the business from a product/service perspective. The
management separately considers the different products and services offered, and for the
years ended 31 December 2020, 2021 and 2022, the Group is organised into two reportable
operating segments as follows:

(a) the multi-brand apparel and footwear segment engages in design and
! development, branding and sales of sports and lifestyle consumables; and

(b) the sports experience segment engages in management and operation of sports
parks, sports centres and ice-skating rinks and management and operation of e-
sports clubs, coordination of sports events and sports-related marketing services,

During the year ended 31 December 2021, the Group redefined its business segments
to align with its latest strategic planning and organisational structure for the purpose of
managing its strategic direction. Therefore, “Sports and lifestyle consumables” segment
information was presented in “Multi-brand apparel and footwear” segment, and *“Sports
destinations development™ and “Sports-team and event management” were combined and
represented in “Sports experience” segment. The segment information for the year ended 31
December 2020 has been reclassified to conform to the presentation of segment information
for the year ended 31 December 2021,

Management monitors the results of the Group’s operating segments separately for the
purpose of making decisions about resources allocation and performance assessment.
Segment performance is evaluated based on reportable segment profit or loss, which is a
measure of adjusted profit or loss before income tax, The adjusted profit or loss before
income tax is measured consistently with the Group’s profit or loss before income tax, with
interest income, fair value changes in investment property, financial assets and liabilities at
fair value through profit or loss, gain on bargain purchase, gain/loss on disposal of a
subsidiary, net gain on disposal of partial interest in an associate, deemed dilution gain on
decrease of interest in an associate, equity-settled share option expenses, impairment or
reversal of impairment loss on financial assets and intangible assets — net, share of profits
less losses of associates and joint ventures, finance costs, impairment on investment in a
joint venture, fair value gain on redemption of convertible notes, as well as corporate and
other unallocated expenses are excluded from such measurement.

IA - 51



APPENDIX TA ACCOUNTANT’S REPORT OF OUR GROUP

Mouiti-brand

apparel and Sports
Year ended 31 December 2020 footwear experience Total
HKS$°000 HK$'000 HK$000
Segment revenue:
External 438,994 380,042 819,036
Segment results (93,454) (18,306) (111,760)
Reconciliation:
Interest income 18,250
Fair value loss on investment property (1,400)
Fair value gain on financial assets/liabilities
at fair value through profit or loss 3,623
Net gain on disposal of partial interest in an
associate 1,022,999
Gain on bargain purchase 245,300
Equity-settled share option expense (5,862)
Impairment on intangible assets (130,107)
Impairment loss on financial assets — net (274)
Corporate and other unallocated expenses (28,660)
Share of profits less losses of associates and
joint ventures 266,393
Finance costs (65,140
Profit before income tax 1,213,362
Other segment information:
Depreciation 57,224 28,868 36,092
Add: depreciation related to corporate 8,954
95,046
Capital expenditure on property, plant and
equipment 4,215 18,853 23,068
Add: capital expenditure on property, plant
and equipment related to corporate 11
23,079

1A - 52



APPENDIX JA

ACCOUNTANT’S REPORT OF OUR GROUP

Year ended 31 December 2021

Segment revenue;
External

Segment results

Reconciliation:

Interest income

Fair value gain on investment property

Fair value gain on financial assets/liabilities
at fair value through profit or loss

Gain on disposal of a subsidiary

Net gain on disposal of partial interest in an
associate

Deemed dilution gain on decrease of interest
in an associate

Equity-settled share option expense

Reversal of impairment loss on financial
assets — net

Corporate and other unallocated expenses

Share of profits less losses of associates and
joint ventures

Finance costs

Profit before income tax

Other segment infermation:
Depreciation
Add: depreciation related to corporate

Capital expenditure on property,
plant and equipment

Add: capital expenditure on property, plant
and equipment related to corporate

1A - 53

Multi-brand
apparel and
footwear
HK$'000

Sports
experience
HK$000

Total
HK$°000

851,222 530,415 1,381,637

(312,587) 23,583

(289,004)

13,176
74,830

20,110
52,867

3,338,753

071,982
(42,285)

9,166
(101,128)

492,571
{37,049

4,509,989

122,966 155,968

4,372

33,002

160,340

78,912 11,480 90,392
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Multi-brand

apparel and Sports
Year ended 31 December 2022 footwear experience Total
HK§'000 HK§000 HK$000

Segment revenue:
External 6,399,546 500,844 6,900,390
Segment results (309,861) (17,800 (327,661)
Reconciliation:
Interest income 24,528
Fair value gain on investment property 10,600
Fair value loss on financial assets/liabilities

at fair value through profit or loss (46,103)
Gain on bargain purchase . 056,346
Deemed dilution gain on decrease of interest

in an associate 7,016
Equity-settled share option expense (24,443)
Impairment on intangible assets (64,837)
Impairment loss on financial assets — net 4,617
Corporate and other unallocated expenses {145,198)
Share of profits less losses of associates and

joint ventures 543,322
Finance costs (57.802)
Profit before income tax 871,151
Other segment information:
Depreciation 367,072 30,416 397,488
Add: depreciation related to corporate 2,807

400,295

Capital expenditure on property,

plant and equipment 171,038 13,113 184,151
Add: capital expenditure on property,

plant and equipment related to corporate 101

184,252

IA-54



APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

Information about major customers

Revenue of approximately HK$201,180,000 and HK$295,956,000 was derived
from an individual customer, which is a related party as disclosed in Note 38, for the
years ended 31 December 2020 and 2021 respectively. There is no other customer
contributing more than 10% of total revenue for the years ended 31 December 2020
and 2021. For the year ended 31 December 2022, no customer contributing more than

10% of total revenue.

Geographic information

The Group’s revenue from external customers and non-current assets other than
interests in associates and joint ventures and deferred tax assets, by geographical

location, are detailed below:

i) Revenue from external customers

UK and Republic of Ireland
(“ROT™)

America

The PRC (including Hong Kong and
Macau)

Asia (Other than the PRC)

EMEA

Total

i)  Nom-Current Assets
UK and ROI
America
The PRC (including Hong Kong and
Macau)
Asig (Other than the PRC)
EMEA

Total
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For the year ended
31 December

2020 2021 2022

HK$'000 HK$°000 HK$000

- - 2,327,041

- - 2,415,651

778,371 1,309,752 1,667,244

40,663 71,885 294,344

- — 196,110

819,036 1,381,637 6,900,390
As at 31 December

2020 2021 2022

HK$'000 HK$000 HK$°000

- - 2,000,530

- - 1,308,544

900,654 1,071,748 1,039,488

18,520 39,334 100,047

- - 73,286

919,174 1,111,082 4,521,895
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S.

REVENUE, OTHER INCOME AND OTHER GAINS - NET

An analysis of the Group’s revenue, other income and other gains — net are as follows:

For the year ended
31 December

2020 2021 2022
Notes HK$°000 HK$’000 HKS$'000
Revenue
Sales of goods 447,978 874,666 6,362,315
Sports content production and
distribution income 193,054 226,925 238,116
Sports park facilities and ice-skating
rinks hiring income and other
service income 150,856 226,262 203,855
Royalty income - -~ 37,050
Sports talent management income 17,836 34,125 28,579
Community development consultancy
service income 1,223 5,987 2,591
Gross rental income 3,089 13,672 7,884
819,036 1,381,637 6,900,390
At a point of time 447,978 §74,666 6,362,315
Overtime 371,058 506,971 538,075
819,036 1,381,637 6,900,390
Qther income
Government grants (a) 33,187 34,092 52,895
Interest income (b) 18,250 13,176 24,528
Others 11,950 34,197 20,598
63,387 81,463 98,021
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For the year ended
31 December

2020 2021 2022
Notes HK$000 HK$'000 HK§'000
Other gains - net
Fair value gain/{loss) on financial
assetsfliabilities at fair value
through profit or loss 3,623 20,110 (46,103)
Fair value gain of derivative financial
ingtruments 18 - - 23,039
Fair value gain/{loss) on investment
properties 13 (1,400 74,830 10,600
Net loss on disposal of property, plant
and equipment (2,680) (4,780 (8,553)
Foreign exchange gain/{loss) 27.855 (1,358) (31,663)
Write-off of other payables - - 16,745
Gain on disposal of
a subsidiary 39 - 52,867 -
Gain on bargain purchase 39 245,300 - 956,346
Net gain from early termination and
modification of leases 12(B) - 5915 4,152
Net gain on disposal of partial interest
in an associate 135 1,022,999 3,338,753 -
Deemed dilution gain on decrease of
interest in an associate 15 - 977,932 7,016
Others - 2,302 (5,956)
1,295,697 4,466,621 925,623
1,359,084 4,548,086 1,023,644
Notes:

(a) Government grants were mainly from operation of sports parks, sports centres and an e-sports club for
the years ended 31 December 2020, 2021 and 2022.

(b} Total interest income on financial assets that are measured at amortised cost for the years ended 31

December 2020, 2021 and 2022 was HK$18,250,000, HK$13,176,000 and HKS$24,528,000

respectively.
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Revenue recognised in relation to contract liabilities

The Group has recognised the following liabilities related to contracts with

customers:
As at 31 December
2020 2021 2022
HK$'000 HK$’000 HK$000
Contract liabilities ~ receipts in advance 107,108 103,351 109,232
Contract liabilities — customer loyalty
programme - 611 19,885

107,108 103,962 129,117

Revenue recognised during the year that was included in the contract liabilities
balance at the beginning of the years ended 31 December 2020, 2021 and 2022 was
HK$52,657,000, HK$99,692,023 and HK$97,027,000 respectively,

As at 31 December 2020, 2021 and 2022, included in contract liabilities was an
amount of HK$24,589,000, HK$9,682,000 and HK$2,887,000 received from associates
respectively, which is based on normal commercial terms offered by the Group to
major customers.

6. FINANCE COSTS

For the year ended
31 December

2020 2021 2022

Notes HK$000 HK$'(00 HK$°000

Interest on bank borrowings 47,942 16,078 20,864

Interest on lease liabilities 12(B} 17,198 20,971 50,229
Net interest income on the defined

benefit schemes 19 — - (13,291)

65,140 37,049 57,802
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7.

PROFIT BEFORE INCOME TAX

The Group’s profit before income tax is arrived at after charging/(crediting):

Cost of sales

- Cost of inventories sold

- (Reversal of provision)/provision

for inventories

- Cost of services provided
Depreciation of property, plant

equipment
Depreciation of right of use assets
Amortisation of intangible assets
Auditor’s remuneraticn

- audit and audit-related services

- non-andit services
Employee benefit expense (including

directors’ remuneration (Note 8

- Wages and salaries

- Equity-settled share option

expenses

— Defined contribution retirement

plans#

— Defined benefit scheme
Impairment on intangible assets
Impairment loss/(reversal of

impairment loss) on financial

assets-net

Impairment on property, plant and
equipment

Impairment on right-of-use assets

Net fair value lossf(gain} on
investment properties

Foreign exchange (gain)/loss

Net loss on disposal of property, plant
and equipment

Net loss on disposal of intangible
assets

Fair value (gain)/loss on financial
assets/liabilities

at fair value through

profit or loss
Fair value gain on derivative financial

instruments
Gain on disposal of a subsidiary
Gain on bargain purchase
Net gain on disposal of partial interest

in an associate
Deemed dilution gain on decrease of
interest in an associate

Notes

12(A)
12(B)
14

32

19

44

12(A)
12(B)

13

14
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For the year ended
31 December

2020
HKS$'000
221,135

(5,798)
272,911

22,386
72,660
34,140
3,910
4,041
184,851
5,862
9,056

130,107

274

5,054
23,363

1,400
(27,855)

2,680

7,390

(3,623}

{245,300}

(1,022,999)

2021
HK$'000
448,414

822
360,019

34,762
125,578
32,352
5,575
3,346
313,349
42,285

33,435

©,166)

16,048
71,111

(74,830)
1,358

4,780
(20,110)
(52,867)

(3,338,753)

(977,982)

2022
HK$'000
3,326,493

47,037
366,271

125,314
274,981
99,147
27,036
3,156
1,272,307
24,443
156,465
5,367
64,837
4,617

64,285
276,756

(10,600)
31,663

8,553

6,142

46,103
(23,039}
(956,346)

(7,016)
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For the Group's contributions under defined contribmtion retirement plan, the amount of forfeited
contributions used by the Group fo reduce existing level of contributions for the years ended 31
December 2020, 202] and 2022 under the Occupational Retirement Scheme in Hong Kong was nil,
HK$53,000 and nil respectively, and the balances of such forfeited contributions as at 31 December
2020, 2021 and 2022 were HK$53,000, nil and nil respectively.

8. DIRECTORS’ REMUNERATION

Directors’ remuneration for the years disclosed pursuant to section 383(1) of the Hong
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation are as follows:

For the year ended
31 December
2020 2021 2022
HK$'000 HK$°000 HK$'000

Fees 1,595 1,743 1,774

Other emoluments:
Salaries, allowances and benefits in kind

(incloding discretionary bonus) 15,609 14,133 15,716
Equity-settled share option expenses - 15,535 8,243
Pension scheme contributions 91 126 199

15,700 29,794 23,618
17,295 31,537 25,392

During the Track Record Period, certain directors were granted share options, in
respect of their services to the Group, under the share option schemes of the Company,
further details of which are set out in Note 32 to the financial statements. The fair values of
such options, which have been recognised in profit or loss over the relevant vesting period,
were determined as at the respective dates of grant and the amount included in the financial
statements for the respective years are included in the above directors’ remuneration
disclosures.
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An analysis of the directors’ remuneration, is as follows:

For the year ended
31 Decetnber 2020
Executive directors:
Mr. Li Ning
Mr. Chan Ling
Mr. Li Chunyang
Mr. Li Qilin

Non-executive director:
Mr. Ma Wing Man

Independent non-executive
directors:
Mr. Wang Yan
Mr, Pak Wai Keung, Martin
Mr. Li Qing

For the yeat ended
31 December 2021
Exccutive directors:
Mr. Li Ning
Mr. Li Chunyang
Mr. Li Qilin

Non-execulive dicector:
Mr. Victor Hemmero
Mr. Ma Wing Man

Independent non-executive
directors:
Mr. Wang Yan
Mr. Pak Wai Keung, Martin
Mr. Li Qing

Salaries, Equily-

allowances settled share  Retirement
and benefits Discretionary option scheme Total
Fees in kind Bonus expenses  contributions remuneration
Notes HK3'000 HE§ 006 HK§* 00 HKS'000 HK$000 HKS'000
200 11,733 - - 18 11,951
(c) 45 663 - - 4 712
200 537 - - 3 788
200 2,316 360 - 18 2,894
645 15,249 360 - 91 16,343
200 - - - - 200
250 - - - - 250
{a) 250 - - - - 250
[¢H 250 - - - - 2350
750 - - - - 750
1,595 15,244 360 - 91 17,295

Salarles, Equity-

allowances settled share  Retirement
and benefits Discretionary option scheme Total
Fees in kind Bonuvs expenses confribulions remuneration
Notes HKS$ 000 HES 000 HKS'00 HES'600 HKS'0m HKS'0
200 11,759 - 786 i8 12,763
200 537 - 4,490 % 5317
200 1,837 - 2,243 18 4,300
600 14,133 - 7,521 126 32,380
{d) 193 - - 6,735 - 6,928
200 - - 673 - 373
393 - - 7408 - 1,801
250 - - 202 - 452
{a) 250 - - 202 - 452
th) 250 - - 202 - 452
750 - - 506 - 1,356
1,743 14,133 - 15,535 126 31,537

IA - 61



APPENDIX TA

ACCOUNTANT’S REPORT OF OUR GROUP

For the year ended
31 December 2022
Executive directors:
Mr. Li Ning
Mr. Li Chunyang
Mr. Li Qilin

Non-executive direclors;
Mr. ¥ictor Hemero
Mr. Ma Wing Man
Ms. Lyu Hong

Independent non-execalive
directors:
Mr. Wang Yan
Mr. Pak Wai Keung, Martin
Mr. Li Qing

Notes:

Notes

(d)
(e

(a)
(b)

Salaries, Equity-

allowances settled share  Relivement
and benefils Discretionary option scheme Totat
Fees in kind Bonus expenses  contributions remuneration
HKS'000 HK$'000 HKS'0m0 HEKS 000 HKS0m) HK$000
200 11,866 - 417 18 12,501
200 30 - 2,383 163 3,576
200 2,015 465 1,191 18 3,889
600 14,711 465 3,991 199 19,966
200 - - 351 - 3,774
200 - - 357 - 357
1 - - - - 14
424 . - - 3931 -~ 4,335
250 - - 107 - 357
250 - - 107 - 357
250 - - 107 - 357
750 - - 321 - 1,071
1,774 14,711 465 8,243 199 25,352

(a)  Mr. Pak Wai Keong, Martin, appointed on 13 February 2019.

(b)  Mr, Li Qing, appointed on 20 December 2019.

()  Mr. Chan Ling, resigned with effect from 23 March 2020 in order to devote more time to his other

business commitments.

(d)  Mr. Victor Herrero, appointed on 14 Janwary 2021.

(e)  Ms. Lyu Hong, appoinied on 18 November 2022,

During the Track Record Period, there was

i)  no emolument was paid by the Group to any of the Directors as an inducement to

join or upon joining the Group or as compensation for loss of office;

ii) no arrangement under which a director waived or agreed to waive any

remuneration;

iii) the Group did not pay consideration to any third parties for making available

directors’ services; and
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iv} there were no loans, quasi-loans and other dealings in favor of directors,
controlled bodies corporate by and connected entities with such directors.

Moreover, there was no other transactions, arrangements and contracts in relation to
the Group’s business to which the Company was a party and in which a director of the
Company had a material interest, whether directly or indirectly, subsisted at the end of the
years or at any time during the Track Record Period.

9. FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals included two, four and one directors during the years
ended 31 December 2020, 2021 and 2022 respectively. Details of whose remuneration are
set out in Note 8 above. Details of the remuneration for the Track Record Period of the
remaining three, one and four highest paid individuals respectively, who are not a director
of the Company are as follows:

For the year ended
31 December

2020 2021 2022
HK$'000 HKS$'000 HK$°000

Salaries, allowances and
benefits in kind 0,328 15,544 47,926
Equity-settled share option expenses 5,862 12,427 8,056
Retirement scheme contributions 44 36 371
15,234 28,007 57,253

The number of the non-director highest paid individuals whose remuneration fell
within the following bands is as follows:

For the year ended
31 December
Number of employees
2020 2021 2022

HK$1,500,001 to HK$2,000,000
HK$2,500,001 to HK$3,000,000
HK$3,000,00] to HK$3,500,000
HK$6,000,001 to HK$6,500,000
HKS$8,500,001 to HK$9,000,000
HK$9,000,001 to HK$9,500,000
HK$10,000,001 to HK$10,500,000
HK$12,500,001 to HK$13,000,000
HK$18,500,001 to HK$19,000,000
HE$26,000,001 to HK$26,500,000
HK$28,000,001 to HK$28,500,000 -
HK$32,500,001 to HK$33,000,000 - - 1

o= ] =] —
| |
| ot ot | 1)
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During the Track Record Period, share options were granted to the non-director and
non-chief executive highest paid individuals in respect of their services to the Group, further
details of which are set out in Note 32 to the financial statements. The fair value of such
share options, which has been recognised in profit or loss over the vesting period, was
determined as at the date of grant and the amount included in the financial statements for
the Track Record Period is included in the above non-director and non-chief executive
highest paid individuals remuneration disclosures.

10. INCOME TAX

For the year ended
31 December

2020 2021 2022
Note HK§000 HK$'000 HK$000
Current tax - Hong Kong
Charge for the year 1,134 704 1,051
Qver-provision in prior years - {1,020) (399)
Current tax - other jurisdictions
Charge for the year 13,285 31,199 §9,043
Under-provision in prior years 3,880 331 6,465
Deferred tax
Origination and reversal of temporary
differences 29 (4.532) 4,521 (98,020)
Income tax expenses/(credit) 13,767 35,735 (1,860)

Hong Kong profits tax has been provided at the rate of 16.5% on the estimated
assessable profits arising in Hong Kong during the Track Record Period. The PRC corporate
income tax provision in respect of operations in the PRC is calculated mainly based on the
statutory tax rate of 25% on the estimated assessable profits for the Track Record Period
based on existing legislation, interpretations and practices in respect thereof. UK corporate
tax has been provided at the rate of 19% on the estimated assessable profits arising in UK.
The US corporate income tax provision is subject to US federal corporate income tax at a
rate of 21% and state income tax at rates range from 2.5% to 9.9% to the extent of the
apportioned profit. Taxes on profits assessable elsewhere have been calculated at the rates of
tax prevailing in the countries/jurisdictions in which the Group operates. '
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A reconciliation of the income tax expense applicable to profit before income tax for
the jurisdictions in which the Company and the majority of its subsidiaries are domiciled to
the tax charge/(credit) is as follows:

For the year ended
31 December

2020 2021 2022
HK$'000 HK$000 HK$'000
Profit before income tax 1,213,362 4,509,989 871,151
At the statutoryfapplicable income tax rates of
different jurisdictions 185,056 724,172 85,901
Adjustments of deferred tax arising from change
of tax rates - - (21,475}
Tax effect of profits less losses attributable to
associates and joint ventures {45,534) (83,247 (91,079
Tax effect of income not subject to tax (i) {238,879) {748,540) (236,329)
Tax effect of expenses not deductible for tax 54,978 42,671 81,187
Under/(over) provision in prior years/periods 3,880 (689) 6,066
Tax effect of tax losses not recognised 53,031 90,323 145,057
Tax effect of tax losses utilised (1,837) {4,726) (7,449
Tax effect of unrecognised temporary differences 3,072 2,384 36,426
Withholding tax on the disposal of a PRC
subsidiary - 12,474 -
Others - 413 (165)
Income tax expense/(credit) 13,767 35,733 (1,860}

(i):  Tax effect of income not subject to tax mainly comprises the gain on disposal of partial interest in an
associate, deemed dilution of interest in an associate (Note 15) and gain on bargain purchase (Note
39) during the Track Record Period.

11. PROFIT PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE
COMPANY

The calculation of basic earnings per share amounts for the years ended 31 December
2020, 2021 and 2022 is based on the profit for the year attributable to equity holders of the
Company, and the weighted average number of ordinary shares in issue and participating
equity instruments during the years.

The calculation of the diluted earnings per share amounts for the years ended 31
December 2020, 2021 and 2022 is based on the profit for the year attributable to equity
holders of the Company after adjustment to the dilutive effect of share of profits in an
associate arising from its potential ordinary shares; and the weighted average number of
ordinary shares after adjustment for the effect of deemed exercise or conversion of all
dilutive potential ordinary shares at no consideration at the beginning of the year.
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For the years ended 31 December 2020, 2021 and 2022, the effect of the outstanding
share options were included in the computation of diluted earnings per share as they were

dilutive.

Profit attributable to equity holders of the
Company, used in the basic earnings per share
calculation (HK$'000)

Adjustment to the share of profits in
an associate arising from its dilutive potential
ordinary shares (HK$000)

Profit attributable to equity holders of the
Company, used in the diluted earnings per
share calculation (HK$'000)

Number of ordinary shares

Weighted average nomber of ordinary shares in
issue and participating equity instruments used
in the basic earnings per share calculation
{*000)

Equivalent diltive shares arising from potential
ordinary shares ('000)

Weighted average number of ordinary shares and
potential ordinary shares vsed in the diluted
garnings per share calculation ("000)

Basic earnings per share (HK cents)
Diluted earnings per share
(HK cents)
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For the year ended 31 December

2020 2021 2022
1,192,392 4,562,639 850,416
{1,218) (4,523) (3,675}
1,191,174 4,558,116 846,741
11,264,333 11,296,273 11,369,396
579 51,175 92,293
11,264,912 11,353,448 11,461,689
10.59 40.39 7.48
10.57 40.15 7.39
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12(A}. PROPERTY, PLANT AND EQUIPMENT

Leasehold
improvements,
Land and furnifure and ~ Machinery and
buildings* fixtures office equipment  Motor vehicles Total
HK$'00G HKS'060 HKS'000 HK$'000 HES'060

31 December 2020
At 1 January 2020:
Cosl 11,106 538,669 67,017 5,561 142,353
Accumulated depreciation and

impairment (61) {28,669 {35,838) {3.629) (68,197}
Net book amouat 11,043 30,600 31,179 1,932 74,156
Opening net book amount 11,045 30,000 31;179 1,932 74,156
Acquisition of subsidiaries - 12,994 11,546 53 24,593
Additions - 8,939 14,057 83 23079
Disposal - (6,378 (248 €)] {6,629)
Depreciation charge (246) {10,730) (392) (503} (22,386)
Impairment - {2.80%) (2,202) 47 {5,054
Currency translation differences 729 1,819 2,204 111 4,863
Closing net book amount 11,528 33.839 45,62¢ 1,626 92,622
At 31 December 2020:
Cost 11,854 55,385 7,228 3,864 168,331
Accumulated depreciation and

impairment (326) (21,546) (51,599} (2,238 {15,709)
Net book amount 11,528 33,839 45,629 1,626 92,622
31 December 2021
At 1 January 2021:
Cost 11,854 35,385 97,228 3,864 168,331
Accumuiated depreciation and

impairment (326) (21,546) (51,599) (2,238) (75,709
Net bock amount 11,528 33,839 45,629 1,626 92,622
Opening net book amount 11,528 33,839 45,629 1,626 92,622
Additions - 60,474 7,275 2,690 90,439
Dispasal (11,489 (2,795 (1,918) (302 {16,504
Depreciation charge {176 (19,232) {14,787) (567) (34,762
Impairment - (15,520 {528) - (16,048)
Currency translation differences 137 3,237 1,572 62 5,019
Closing net book amount - 60,014 57,243 3,509 120,766
At 31 December 2021:
Cost - 113,258 122,71 5,167 241,202
Accumulated depreciation and

impairment - (53,244) (63,534} (1,658) (120,436)
Net book amount - 60,014 7,243 3,509 120,766
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Leasehold
improvements,
Land and furniture and  Machinery and
buildings* fixtures office equipment  Motor vehicles Tetal
HK$'000 HES$000 HKS$'000 HKS$'000 HKS$'000
31 December 2022
At 1 Janvary 2022
Cost - 113,258 122,777 5,167 241,202
Accumulated depreciation and
impairment - (53,244 (65,534) (1,638) {120,436)
Net book amount - 60,014 57,243 3,509 120,766
Opening net book amount - 60,014 57,243 3,509 120,766
Acquisition of subsidiaries 744,705 405,425 150,248 19 1,300,417
Additions 32,170 106,516 44,530 1,036 184,252
Disposal {2,363) {9,025 (3,175) (809) (13,372
Depreciation charge (17,335 (68,243 (39,030) (706 (125,314)
Impairment (15,111 (47,841} (1,333) - (64,285)
Currency translation differences (11,053) {807) (5,608) (246) (17,714)
Closing net book amount 731,013 446,039 202,875 2,823 1,382,750
At 31 December 2022:
Cost 761,691 531,415 291,642 5,259 1,590,007
Accumnlated depreciation and
impairment (30,678) (85,376) {88,767) {2,436) (207,257)
Net book amount 731,013 446,039 202,875 1,823 1,382,750

As at 31 December 2022, machinery and office equipment with an estimated carrying
amount of approximately HK$8,477,000 was pledged for bank loans. No property, plant and
equipment was pledged as at 31 December 2020 and 2021.

For the years ended 31 December 2020 and 2021, the management of the Group
considered that certain leasehold improvements of the Group were subjected to impairment
because of the challenging retail market due to the spread of COVID-19 in the PRC
{including Hong Kong).

Because of the slower pace of recovery from COVID-19 in the UK and USA for the
year ended 31 December 2022 and challenging retail market in the PRC due to the spread of
COVID-19 for the year ended 31 December 2022, particularly in the second half of 2022,
the management of the Group considered that certain property, plan and equipment were
subject to impairment.

As at 31 December 2022, land and buildings Include freehold land amounted to HK$247.3 million.
No freehold land is included in land and buildings as at 31 December 2020 and 2021.
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The management estimated the recoverable amounts of the CGUs as follows:
CGUs in relation to the property, plant and equipment and right-of-use assets

The recoverable amounts of the “bossini”, “bossini.X”, “LNG”, “Ice-skating
rinks” and “Clarks” CGUs comprising from each store have been determined based on
a value in use calculation which was approved by the management using cash flow
projections based on financial budgets covering the remaining useful lives of the
respective items of property, plant and equipment. Key assumptions used for the value
in use calculation as at 31 December 2020, 2021 and 2022 were as follows:

K|

December 31 December 31 December
2020 2021 2022
“bassini” “hossini”  “bossini.X”
cash- cash- cash- “ee-skating
generating generating generaling “bessini®  “bossini.X" “LNG” tinks” “Clarks”
units units unifs CGUs CGUs C6Us CGUs CGUs
Sales growth rate 0% 0% Note § 0% Note 2 Note 3 Note 4 25%
Gross margin rate A2%-69% 44%-10% 3%-59%  27.8%-62.0% 17.9%-65.4% 51.2%-80.0% 27.1%-46.2%  39.8%-19.4%
Pre-tax discount rate 9%-12% 13%-14% 14%  13.0%-14.0% 14% 14.0% 159%  9.4%-16.0%

Note I: Sales growth rates for “bossini.X” cash-generating vnits are based on the budgeted sales
approved by the management for the year ending 31 December 2022, 100% sales growth
for the year ending 31 December 2023, further 50% sales growth for the year ending 31
December 2024 and 0% thereafter,

Note 2: Sales growth rate for “bossini.X” CGUs was based on the budgeted sales approved by
senior management for the year ending 31 December 2023, 33.0% for the year ending 31
December 2024 and 0% thereafter.

Note 3: Sales growth rates for “LNG” CGUs are from -7% to 132% for the year ending 31
December 2023, 35% for the year ending 31 DPecember 2024 and 25% for the year ending
31 December 2025 respectively.

Note 4: Sales growth rates for “Ice-skating rinks” CGUs are from 3% to 10% for the vyear ending 31
December 2023, 8% for the year ending 31 December 2024, 6% for the year ending 31
December 2025, 5% for the vears ending 31 December 2026 and 2027, 3% for the years
ending 31 December 2028 and 2029 and 2% for years thereafier.

The management determined the above sales growth rate and gross margin rate
based on historical operation data, the expectation of future market development and
taken into consideration on the continuous impact from the COVID-19,

Impairment provision on property, plant and equipment of HK$5,054,000,
HK$16,048,000 and HK$64,285,000 was recognised for certain stores in profit or loss
during the years ended 31 December 2020, 2021 and 2022.
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(3) Sensitivity analysis on the impairment assessment of “bossini”’ CGUs in
relation to the property, plant and equipment and right-of-use assets

As at 31 December 2020, if the forecast sales for the year ending 31 December
2021 applied to the cash flow projection for “bossini” CGUs had been 10% higher/
lower, a lower of impairment charge of HK$4,713,000 or a higher of impairment
charge of HK$5,156,000, respectively would be resulted.

As at 31 December 2020, if the forecast sales for the year ending 31 December
2021 applied to the cash flow projection for “bossini” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$11,093,000 or a higher of impairment
charge of HK$10,924,000, respectively would be resulted.

As at 31 December 2020, if the discount rate applied to the cash flow projection
for “bossini” CGUs had been 1% higher/lower, a higher of impairment charge of
HK$246,000 or a lower of impairment charge of HK$240,000, respectively would be
resulted.

As at 31 December 2021, if the forecast sales for the year ending 31 December
2022 applied to the cash flow projection for “bossini” CGUs had been 10% higher/
lower, a lower of impairment charge of HK$13,834,000 or a higher of impairment
charge of HK$20,134,000, respectively would be resulted.

As at 31 December 2021, if the forecast sales for the year ending 31 December
2022 applied to the cash flow projection for “bossini” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$21,375,000 or a higher of impairment
charge of HK$41,055,000, respectively would be resulted.

As at 31 December 2021, if the discount rate applied to the cash flow projection
for “bessini” CGUs had been 1% higher/lower, a higher of impairment charge of
HK$752,000 or a lower of impairment charge of HK$772,000, respectively would be
resulted.

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “bossini” CGUs had been 10% higher/
lower, a lower of impairment charge of HK$2,789,000 or a higher of impairment
charge of HK$5,035,000, respectively would be resulted.

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “bossini” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$3,435,000 or a higher of impairment
charge of HK$10,811,000, respectively would be resulted.
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As at 3] December 2022, if the discount rate applied to the cash flow projection
for “bossini” CGUs had been 1% higher/lower, a higher of impairment charge of
HK$163,000 or a lower of impairment charge of HK$166,000, respectively would be
resulted.

(b) Sensitivity analysis on the impairment assessment of “bossini.X” CGUs in
relation to the property, plant and equipment and right-of-use assets

As at 31 December 2021, if the forecast sales for the year ending 31 December
2022 applied to the cash flow projection for “bossini. X" CGUs had been 10% higher/
lower, a lower of impairment charge of HK$5,480,000 or a higher of impairment
charge of HK$7,985,000, respectively would be resulted.

As at 31 December 2021, if the forecast sales for the year ending 31 December
2022 applied to the cash flow projection for “bossini.X” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$9,669,000 or a higher of impairment
charge of HK$19,369,000, respectively would be resulted.

As at 31 December 2021, if the discount rate applied to the cash flow projection
for “bossinl.X” CGUs had been 1% higher/lower, a higher of impairment charge of
HK$459,000 or a lower of impairment charge of HK$474,000, respectively would be
resulted.

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “bossini.X” CGUs had been 10% higher/
lower, a lower of impairment charge of HK$11,967,000 or a higher of impairment
charge of HK$6,781,000, respectively would be resulted.

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “bossini.X” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$24,168,000 or a higher of impairment
charge of HK$12,503,000, respectively would be resulted.

As at 31 December 2022, if the discount rate applied to the cash flow projection
for “bossini.X” CGUs had been 1% higher/lower, a higher of impairment charge of
HK3$140,000 or a lower of impairment charge of HK$141,000, respectively would be
resulted.
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(c) Sensitivity analysis on the impairment assessment of “LNG* CGUs in
relation to the property, plant and equipment and right-of-use assets

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “LNG” CGUs had been 10% higher/
lower, a lower of impairment charge of HK$3,286,000 or a higher of impairment
charge of HK$3,985,000, respectively would be resulted.

As at 31 December 2022, if the forecast sales for the year ending 31 December
2023 applied to the cash flow projection for “LNG” CGUs had been 20% higher/
lower, a lower of impairment charge of HK$6,175,000 or a higher of impairment
charge of HK$7.457,000, respectively would be resulted.

As at 31 December 2022, if the discount rate applied to the cash flow projection
for “LNG” CGUs had been 1% higher/lower, a higher of impairment charge of
HK$74,000 or a lower of impairment charge of HK$77,000, respectively would be
resulted.

(d) Sensitivity analysis on the impairment assessment of “Ice-skating rinks”
CGUs in relation to the property, plant and equipment and right-of-use
assels

The respective assets that are subject to impairment under “Ice-skating rinks”
CGUs are fully impaired as at 31 December 2022.

(e) Sensitivity analysis on the impairment assessnient of “Clarks” CGUs in
relation to the property, plant and equipment and right-of-use assets

As at 31 December 2022, if 0% sales growth rate applied to the cash flow
projection for “Clarks” CGUs, a higher of impairment charge of HK$63,649,000
would be resulted.

As at 31 December 2022, if the discount rate applied to the cash flow projection
for “Clarks” CGUs had been 1% higher, a higher of impairment charge of
HK$8,085,000 would be resulted.
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12(B). LEASES
(i) Amounts recognised in the statement of financial position

The statement of financial position shows the following amounts relating to
leases when the Group is a leasee:

As at 31 December

2020 2021 2022
HK$000 HKS$000 HK$'000

Right-of-use assets
Buildings 277,077 321,502 1,249,135
1,249,135

Lease liabilities

Current ’ 135,312 123,689 519,199
Non-current 273,476 362,630 1,438,100
408,788 486,319 1,957,299

Increase in right-of-use assets through addition and acquisition of subsidiaries for
the years ended 31 December 2020, 2021 and 2022 were HKS$192,043,000,
HK$262,880,000 and HK$1,506,608,000 respectively.

As at 31 December 2020, 2021 and 2022, the Group’s management identified
certain retail shops which continued to underperform. The recoverable amounts of the
“bossini”, “bossini.X”, “LNG”, “Ice-skating rinks” and *‘Clarks” CGUs have been
determined based on value in use calculation which was approved by the management
using cash flow projections based on financial budgets covering the remaining lease
terms. Details on the key assumptions used for the value in use calculation of the
above CGUs are disclosed in Note 12(A).

An impairment provision on right-of-use assets of HK$23,363,000,
HK$71,111,000 and HK$276,756,000 was recognised for certain stores in profit or
loss during the years ended 31 December 2020, 2021 and 2022.
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(ii) Amounts recognised in the statement of profit or loss

The following amounts relating to leases were charged/(credited) to profit or loss:

For the year ended
31 December

2020 201 2022
HK$'000 HK$'000 HK$'000
Depreciation charge of
right-of-use assets - 12,660 125,573 274,981
Impairment on right-of-use assets 23,363 71,111 276,756
Net gain from early termination and
modification of leases - 3913 4,152
Interest expense (included in finance cost) 17,198 20,971 50,229
Expense relating to short-term leases and
variable lease payments (included in cost
of sales, selling expenses and distribution
expenses and administrative and other
operating expenses) 39,896 67,504 250,587

The total cash outflows for leases for the years ended 31 December 2020, 2021
and 2022 were HK$143,581,000, HK$237,018,000 and HK$624,976,000 respectively.

(iii) The Group’s leasing activities and how these are accounted for

The Group leases various offices, sports parks, ice-skating rinks, retail stores and
staff quarters. Rental contracts are typically made for fixed periods of 1 to 20 years.
Lease terms are negotiated on an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose any covenants but leased
assets may not be used as security for borrowing purposes.

(iv) Variable Iease payments

Some property leases contain variable payment terms that are linked to sales
generated from a store. For certain stores included fixed and variable payment terms,
the variable payment terms are with percentages ranging from 1% to 37% of sales.
Variable payment terms are used for a variety of reasons, including minimising the
fixed costs base for newly established stores. Variable lease payments that depend on
sales are recognised in profit or loss in the period in which the condition that triggers
those payments occurs.
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(v) Extension and termination options

Extension and termination options are included in a number of property leases

across the Group. These are used to maximise operational flexibility in terms of

managing the assets used in the Group’s operations.

13. INVESTMENT PROPERTIES

Land use rights
held for future
development of

industrial
Completed buildings Total
Notes HK$'000 HK$'00¢ HE$'000
Carrying amount at 1 January 2020 - - -
Land use rights
held for future
development of
industrial
Completed huildings Total
Notes HKS$'000 HK$ 000 HK$'000
Acquisition of subsidiaries 205,100 - 205,100
Fair value loss {1,460 - (1,400)
Carrying amount at 31 December 2020 and

1 January 2021 203,700 - 203,700
Fair value gain 74,830 - 74,830
Transfer to assets classified as held-for-sale 40 (184,730 - (184,730
Carrying amount at 31 December 2021,

1 January 2022 93,300 - 93,800
Fair value gain 10,600 - 10,600
Carrying amount at 31 December 2022 104,400 - 104,400

For the year
Amounts recognised in profit or loss for eirded 31 December
investment properties 2020 2021 2022
HK$000 HK$’000 HK$'000
Rental income 3,838 6,648 2,154

As at 31 December 2020, 2021 and 2022, the Group had no unprovided contractual

cbligations for future repairs and maintenance.
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The Group’s investment property was valued as at 31 December 2020, 2021 and 2022
by an independent professionally qualified valuer, at HK$203,700,000, HK$93,800,000 and
HK$104,400,000 respectively. Each year, the Group’s management decide to appoint which
external valuer to be responsible for the external valuation of the Group’s property.
Selection criteria include market knowledge, reputation, independence and whether
professional standards are maintained. The Group’s management have discussions with the
valuer on the valuation assumptions and valuation result when the valuation is performed for
annual financial reporting.

Fair value hierarchy

The following table illustrates the fair value measurement hierarchy of the
Group’s investment property:

31 December 2020

Fair value measurement using
Quoted prices Significant Significant

in active ohservable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'¢00 HK$600 HK$'000 HKS$000
Recurring fair value measurement for:
Industrial property - - 203,700 203,760

31 December 2021

Fair value measurement using
Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

HK$'000 HKS$'000 HK$'000 HK$'000

Recuming fair value measurement for:
Industrial property - - 93,800 93,800
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31 December 2022

Fair value measurement using
Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) {Level 3) Total

HK$'000 HK$'000 HK$'600 HK$'000

Recurring fair value measurement for:
Industrial property - - 104,400 104,400

During the years ended 31 December 2020, 2021 and 2022, there were no
transfers of fair value measurements between Level 1 and Level 2 and no transfers into
or out of Level 3.

The fair value is estimated using a direct comparison approach. Under the direct
comparison approach, fair value is estimated by using the direct comparison method on
the assumption of the sale of the property interest with the benefit of vacant possession
and by making reference to comparable sales transactions as available in the market.

The valuation takes into account the characteristics of the investment property,
which include the location, size, shape, view, floor level, year of completion and other
factors collectively, to arrive at the unit market price. The fair value measurement is
based on the above property’s highest and best use, which does not differ from the
actual use.

The key input is the unit market price of approximately HK$3,300 per sq. ft,
HX$4,500 per sq. ft and HKS$5,000 per sq. ft for industrial building and
HK$2,400,000, HK$2,000,000 and HK$2,400,000 for car park as at 31 December
2020, 2021 and 2022 respectively. A significant increase/decrease in the market price
will result in a significant increase/decrease in the fair value of the investment

property,
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14. INTANGIBLE ASSETS

Leagae
Qualification
aod Home and
Avay Co Hayers'
TFeademark and Operating operalion Registeation
Goodwill  Licensing Right Rights Agreement Rights Membership Softmare Tolal
BK$ 000 HES 00 HKS'000 HRS°000 HES'600 HKi'000 HK$'000 His 00
Al ) Tanuary 2020:
Opening oet book amount 206,142 65,258 14, 93,500 17574 21845 - 43,60
Acquisition of subsidiaries - 14,000 - - - - - 14,000
Addidons - 144 - - 1118 - - 1322
Amortisation charge - (6.854) {956) (11,140) (9,39 15,152) - (4,140
Disposal - - - - (1,350 - - 17,390
Impafement charge frote i) (130,100 - - - - - - {130,108
Currency 1eanslation. differences 1105 3942 34 5,560 583 1415 - 15,209
Closing nel book amount 0,360 540 14,149 130 541 12068 - 88,584
ALY December 2000:
Cost 1584 98,378 16,521 1147139 15,147 27,588 - 506,719
Accumulated amortisation and impainment {156,483) 120438) (L178) {415 6,500 (5300 - 1218,133)
Rer book amount 19,360 16,540 14,749 51.300 3,347 22,068 - 188,584
At 1 January 2021:
Opening nel book amount 9,360 16,540 14149 7320 8541 22068 - 288,584
Addilions - 816 - - 1406 - - am
Amuctisation charge - 18,208 11,049 {12621) 4914 {5583 - (3,350
Currency translation diffeences 2,136 119 411 13% 208 55 - 1412
Closing net book amount 31316 T0.850 14137 0% 5,47 17037 - 266,866
AL 3| Decernber 2021:
Cost 242,605 108252 17,014 118,116 17538 839 - sHm
Accumulaled isation and impat (161,08% (19,373) 281 {41,067) {11,691 (11,3604 - 1257456)
Net book amount 31,516 10580 13,137 17049 §,47 17037 - 216,866
At ] Jamuary 2022
Opening net book amount LIRIES 0,880 14,137 0 8,247 17037 - 266,866
Acquisition of subsidfaries - 47,600 - - - - 134350 181,950
Addilions - 13% - - 17643 - 138,001 136972
Disposal - - - - - - (6,142 (6,149
Amontisation charge - 9,793 . 599 (12,264 (4,262 {5424y {66,175) 95417
Impairment charge {32139) - - (24,854 (7,349 - - (64,837
Currency translation differences 14650 4.516) 11,030) 4617 (610 11,109 4423 121034
Closiag net book zmount 44 105,437 12,108 35314 10,652 10,504 315,651 594,308
At 31 December 2022
Cost 24831 142,252 15,735 109,238 KERT(] %,260 445,69 %1623
Accumulated amortisation and impainment {180,083 135815 (3,829 [13.924) 123,04) {15,758} (69.978) [403,225)
Net book amount 471 105431 12,108 3,54 10,652 10,304 35,651 594,198
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Impairment testing of goodwill

Goodwill acquired through business combinations are mainly allocated to the
following cash-generating units (*CGUs”), which are separate business operations, for
annual impairment testing:

. Sports parks CGU
. Esports CGU

. Ice-skating rinks CGU

Other CGUs

The carrying amount of goodwill allocated to each CGU with significant amount
of goodwill:

As at 31 December

2020 2021 2022

HK$ 000 HEK$'000 HK$°000

Sports parks CGU 5,410 5,410 5,410
Esports CGU 32,684 33,646 -
Ice-skating rinks CGU 40,550 41,743 38,605
Other CGUs 716 717 717
79,360 81,516 44,732

(i) Sports parks CGU

The recoverable amount of the sports parks CGU has been determined based on a
value in use calculation using cash flow projections based on financial budgets
covering a ten-year period approved by management. Management considers it is
appropriate to apply a financial forecast covering a ten-year period in the value in use
calculation based on the factors including: (i) predictability of the trend of operating
scale; (ii) expected sustainability of business growth; and (iii) length of peried to
achieve business targets. The pre-tax discounts rate applied to the cash flow
projections for the years 2020, 2021 and 2022 are 28.7%, 24.4% and 23.1%,
respectively. The growth rates used to extrapolate the cash flows of the sports parks
CGU beyond the ten-year period for the years ended 31 December 2020, 2021 and
2022 are 2.5%, 2.0% and 2.0%, respectively.
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Assumptions were used in the value in use calculation of the sports parks CGU
for the years ended 31 December 2020, 2021 and 2022. The following describes each
key assumption on which management has based its cash flow projections to undertake
impairment testing of goodwill:

For the year  For the year  For the year

ended ended ended

31 December 31 December 31 December

2020 2021 2022

Revenue growth rate 2.5%-52.4% 2.0%-21.5% 20%-21.2%
EBITDA margin 3.7%-30.8% 14.1%-28.0% 16.0%-26.9%
Pre-tax discount rate 28.7% 24.4% 23.1%

The revenue growth rate is for the ten-year forecast period. The cash flow
projection is derived from the approved business plan which has a forecast covering a
period of ten years that is in line with the operation period of the sports parks, and
have incorporated necessary updates.

The percentage of EBITDA of revenue is the percentages over the ten-year
forecast pericd. It is based on the current margin levels, with adjustments made to
reflect the expected future market conditions.

The discount rate used is pre-tax and reflect specific risks relating to the CGU,

For the years ended 31 December 2020, 202] and 2022, management believes
that a reasonably possible change in any of the above key assumptions would not
cause the carrying amount of the sports parks CGU to exceed its recoverable amount,

As at 31 December 2020, the headroom of sports parks CGU was approximately
HEK$12,803,000. If the revenue growth rate increases or decreases 5%, headroom of
sports parks CGU will be approximately HK$13,955.000 and approximately
HK$11,668,000, respectively. If the pre-tax discounted rate increases or decreases 1%,
headroom of sports parks CGU will be approximately HK$12,010,000 and
approximately HK$13,652,000, respectively,

As at 31 December 2021, the headroom of sports parks CGU was approximately
HK$50,645,000. If the revenue growth rate increases or decreases 5%, headroom of
sports parks CGU will be approximately HK$52,914,000 and approximately
HK 348,421,000, respectively. If the pre-tax discounted rate increases or decreases 1%,
headroom of sports parks CGU will be approximately HKS3$47,996,000 and
approximately HK$53,532,000, respectively.
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As at 31 December 2022, the headroom of sports parks CGU was approximately
HKS$70,575,000. If the revenue growth rate increases or decreases 5%, headroom of
sports parks CGU will be approximately HK$73,361,000 and approximately
HK3$67,846,000 respectively, If the pre-tax discounted rate increases or decreases 1%,
headroom of sports parks CGU will be approximately HK$65,936,000 and
approximately HK$75,719,000 respectively.

(ii) Esports CGU

The recoverable amount of the Esports CGU with goodwill has been determined
as the higher of its fair value less costs to sell and its value in use.

The recoverable amount of Esports CGU as at 31 December 2020 has been
determined based on financial budgets covering a seven-year period approved by
management. The key assumptions were used in the cashflow projections in connection
with the impairment testing of goodwill include revenue growth rate (-0.5%-131.9%),
EBITDA margin (29.6%-57.9%) and pre-tax discount rate (17.7%). The revenue
growth rate used to extrapolate the cash flows of the Esports CGU beyond seven-year
period is 2.5%.

Management considers it is appropriate to apply a financial forecast covering
longer than five-year period in the value in use calculation based on the factors
including: (i) predictability of the trend of operating scale; (ii) expected sustainability
of business growth; and (iii) length of period to achieve business targets that is in line
with the operation period of the Esports.

The recoverable amount of the Esports CGU as at 31 December 2021 and 2022
has been determined based on a fair value less costs of disposal calculation using the
comparable company method under the market approach, which is higher than value in
use. The fair value less costs of disposal calculation was prepared by the management
based on the professional advice received in the determination of the fair value less
costs of disposal. The following key assumptions were used in the estimate of fair
value less costs of disposal of the Esports CGU as at 31 December 2021 and 2022 in
connection with the impairment testing of goodwill:

(a) the enterprise value/sales multiples (“EV/Sales Multiple”) observed from a
group of comparable companies engaged in the same business ranged from
2.3 10 2.9 as at 31 December 2021, and from 0.4 to 1.9 as at 31 December
2022 respectively;

(b) adjustments factors, such as illiquidity discount that market participants
would generally consider when estimating the fair value of the Esports
CGU (2021:20.6%; 2022: 20.6%); and

(c) appropriate amount of cost of disposal.
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For the years ended 31 December 2020 and 2021, management believes that a
reasonably possible change in any of the above key assumptions would not cause the
carrying amount of the Esports CGU to materially exceed its recoverable amount,

As at 31 December 2020, the headroom of Esports CGU was approximately
HK$21,499,000. If the revenue growth rate increases or decreases 5%, headroom of
Esports CGU will be approximately HK$25.675,000 and approximately
HK$17.435,000, respectively. If the pre-tax discounted rate increases or decreases 1%,
headroom of Esports CGU will be approximately HK$12,985,000 and approximately
HK$31,185,000, respectively.

As at 31 December 2021, the headroom of Esports CGU was approximately
HK$27,305,000. If the EV/Sales Multiple increases or decreases 5%, headroom of
Esports CGU will be approximately HK$34,729,000 and approximately
HK$19,882,000, respectively. If the discounts for lack of marketability (“DLOM")
increases or decreases 1%, headroom of Esports CGU will be approximately
HK$25,435,000 and approximately HK$29,175,000, respectively.

For the year ended 31 December 2022, impairment loss of HK$32,134,000 and
HK$32,703,000 was recognised for goodwill and intangible assets, respectively.
Impairment was made primarily due to the unpredictable poor performance of the
business in 2022, The impairment loss recognised for the year represented the
difference between the carrying amount of the CGU including goodwill and intangible
assets and its estimated recoverable amount.

If the EV/Sales Multiple increases or decreases 5%, a lower of impairment charge
of HK$1,828,000 or a higher of impairment charge of HK$1,828,000, respectively
would be resulted. If the DLOM increases or decreases 1%, a lower of impairment
charge of HK$459,000 or a higher of impairment charge of HK$459,000, respectively
would be resulted.

(iii) Ice-skating rinks CGU

On 27 December 2019, the Group acquired 100% of the issued shares in Rise
Mode Investments Limited and goodwill is allocated to the CGU,

The recoverable amount of the ice-skating rinks CGU as at 31 December 2020,
2021 and 2022 has been determined based on a value in use calculation using cash
flow projections based on financial budgets covering a five-year period approved by
management. The pre-tax discount rate applied to the cash flow projections is 19.1%,
20.5% and 20.6% as at 31 December 2020, 2021 and 2022, respectively. The growth
rate used to extrapolate the cash flows of the ice-skating rinks CGU beyond the five-
year period for the years ended 31 December 2020, 2021 and 2022 are 2.5%, 2.0% and
2.0%, respectively.
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Assumptions were used in the value in use calculation of the ice-skating rinks
CGU for the years ended 31 December 2020, 2021 and 2022. The following describes
each key assumption on which management has based its cash flow projections to
undertake impairment testing of goodwill:

For the year  For the year  For the year

ended ended ended

31 December 31 December 31 December

2020 2021 2022

Revenue growth rate 2.5%-55.8% 2.0%-13.8% 2.0%-36.3%
EBITDA margin 22.8%-27.2% 26.0%-32.6% 26.3%-31.2%
Pre-tax discount rate 19.1% 20.5% 20.6%

The revenue growth rate is for the five-year forecast period. The cash flow
projection is derived from the approved business plan which has a forecast covering a
period of five years and have incorporated necessary updates. ‘

The percentage of EBITDA of revenue is the average percentages over the five-
year forecast period. It is based on the current margin levels, with adjustments made to
reflect the expected future market conditions.

The discount rate used is pre-tax and reflect specific risks relating to the CGU.

For the years ended 31 December 2021 and 2022, no impairment loss was
recognised. Management believes that a reasonably possible change in any of the
above key assumptions would not cause the carrying amount of the ice-skating rinks
CGU to exceed its recoverable amount.

As at 31 December 2021, the headroom of ice-skating rinks CGU was
approximately HK$19,140,600. If the revenue growth rate increases or decreases 5%,
headroom of ice-skating rinks CGU will be approximately HK$24,248,000 and
approximately HK$14,110,000, respectively. If the pre-tax discounted rate increases or
decreases 1%, headroom of ice-skating rinks CGU will be approximately
HK$10,401,000 and approximately HK$28,741,000, respectively.

As at 31 December 2022, the headroom of ice-skating rinks CGU was
approximately HK$39,120,000. If the revenue growth rate increases or decreases 5%,
headroom of ice-skating rinks CGU will be approximately HK$47,973,000 and
approximately HK$30,460,000 respectively. If the pre-tax discounted rate increases or
decreases 1%, headroom of ice-skating rinks CGU will be approximately
HK$29,254,000 and approximately HK$49,978,000 respectively.
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For the year ended 31 December 2020, impairment loss of approximately
HK$130,107,000 was recognised. Impairment was made on goodwill primarily due to
the unpredictable poor perforimance of the business and slower pace of generic growth
as a result of outbreak of COVID-19. The impairment loss recognised for the year
represented the difference between the carrying amount of the CGU including goodwill
and its estimated recoverable amount. If the revenue growth rate increases or decreases
5%, impairment charge would decrease by HK$6,955,000 or increase HK$6,818,000,
respectively. If the pre-tax discounted rate increases or decreases 1%, impairment
charge would increase HK$10,158,000 or decrease HK$11,282,000, respectively.

(iv) Other CGUs

During the years ended 31 December 2020, 2021 and 2022, no impairment loss
was recognised respectively on goodwill and other intangible assets of other CGUs in
profit or loss.

INTERESTS IN ASSOCIATES AND JOINT VENTURES

As at 31 December

2020 2021 2022

HK$ 000 HK$’000 HK$'000

Associates 3,031,113 4,123,956 4,151,531
Joint ventures 49] 435 279
3,031,604 4,124,391 4,151,810
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Interests in associates

The following is a movement of interests in associates during the Track Record

Period:
For the year ended
31 December
2020 2021 2022
Notes HK$'000 HK$000 HK$’000
At the beginning of the year 2,939,185 3,031,113 4,123,956
Share of profits less losses for
the vear 267,175 492,641 543,449
Share of other comprenensive
loss (1,906) (2,346) (7173
Share of reserves 27,330 26,370 59,114
Dividend received (68,058) (82,247} (167,929)
Change in interest in associate
due to partial disposal and
deemed dilution (a),(b).(c) (413,568) 522,412 7,016
Currency translation differences 280,955 136,013 (413,302)
At the end of the year 3,031,113 4,123,956 4,151,531

(a) The Group entered into a placing agreement (“the Placing”) with The Hong Kong and
Shanghai Banking Corporation Limited (“HSBC™) on 31 March 2020 to sell 70,000,000 Li
Ning Co Shares respectively. The Group’s investments in Li Ning Co is considered as
investments in associate and accounted for using the equity method before and after the
Placing. Upon the completion of the Placing on 3 April 2020, the Group derecognised the
carrying value of the associate proportionate to the percentage reduced, reclassified a
proportionate amount of exchange fluctuation reserve previously recognised to the
consolidated financial statements, resulting in net gain with net proceeds of HK$1,493.5
million and gain of HK$1,023.0 million respectively. For details, please refer to the
anncuncements of the Company dated 1 April 2020 and the circular of the Company dated 13
May 2020.

(b)  The Group entered into a placing agreement (“the 2021 Placing”) with J.P. Morgan Securities
(Asia Pacific) Limited on 18 May 2021 to sell 60,000,000 Li Ning Co Shares. The Group’s
investments in Li Ning Co is considered as investments in associate and accounted for using
the equity method before and after the 2021 Placing. Upen the completion of the 2021 Placing
on 21 May 2021, the Group derecognised the carrying value of the associate proportionate 1o
the percentage reduced, reclassified a proportionate amount of exchange fluctuation reserve
previously recognised to the consolidated financial statements, resulted in net gain with net
proceeds of HK$3,786.9 million and gain of HK$3,338.8 million. For details, please refer to
the announcements of the Company dated 18 May 2021,

IA -85



APPENDIX IA

ACCOUNTANT’S REPORT OF OUR GROUP

()

(@

On 27 October 2021, Li Ning Co, Viva China Development Limited (the “Vendor”, a wholly-
owned snbsidiary of the Group) and J.P. Morgan Securities plc and Nomura International
(Hong Kong) Limited (the “Placing Agents™) entered into the placing and subscription
agreement, pursuant to which (i) the Vendor has agreed to place, through the Placing Agents,
on a fully-underwritten basis, an aggregate of 120,000,000 Li Ning Co's shares held by the
Vendor (the *Top-up Placing Shares”), at the price of HK$87.50 per Top-up Placing Share
(the “Top-up Placing Price”}; and (ii) the Vendor has agreed to subscribe for 120,000,000
new Li Ning Co's shares (the “Top-up Subscription Shares™) at the price of HK$87.50 per
Top-up Subscription Share (the “Top-up Subscription Price™) which is equivalent to the Top-
up Placing Price (the “Top-up Placing and Subsecription”)}.

The placing of the Top-up Placing Shares held by the Vendor (the “Top-up Placing™) was
completed on | November 2021 and the subscription of the Top-up Subscription Shares by the
Vendor (the “Top-up Subsecription™) was completed on 3 November 2021.

On 27 October 2021, the Group held 271,201,543 Li Ning Co’s shares, representing
approximately 10.9% of the issued shares of Li Ning Co. The Group’s shareholding in Li Ning
Co was decreased from approximately 10.9% to 6.1% upon completion of the Top-up Placing
and was restored to approximately 10.4% vpon completion of the Top-up Subscription.

The deemed dilution gain arising from the Top-up Placing and Subscription with a decrease of
0.5% shareholding in Li Ning Co was HK$978.0 million.

For details, please refer to the announcements of the Company dated 28 October 2021 and 3
November 2021.

Particulars of the Group's principal associates are as follows:

Percentage of awnership interesi
directly
atiributable to the Group

Flace of
incerporation/ As at M Decamber
Name Nofes  registration wH 0 2022 Principal activities
Li Ning Co {(d)  Cayman 13.3% 10.4% 10.3%  Brand development, design, manufaciure, sales
Islands and distribution of sport-related foolwear,
apparel, equipment and accessories in the PRC
CITIC Land The PRC 9% 9% 29%  Property development and operalion; property
management; hotel investmenl and management;
construction project and facilities contracting
and equipment installations; decoration unit;
landscaping; property development consultancy
Dauble Hapginess {d)  The PRC 10% 10% 10%  Manufacture, research and development, marketing

and sales of principally table tennis and
badminton equipment under its own “LHE
{Double Happiness)” brand and ather sports
aceessories

Li Ning Co and Double Happiness are regarded as the Group's associates due to the existence
of significant influence by the representation on the Li Ning Co and Double Happiness's board

of directors.
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As at 31 December 2020, 2021 and 2022, the market value of Li Ning Co’s listed
shares was HK$33.25 per share, HK$85.35 per share and HK$67.75 per share
respectively. The number of Li Ning Co ordinary shares held by the Group as at 31
December 2020, 2021 and 2022 was approximately 331,202,000 Shares, 271,202,000
Shares and 271,202,000 Shares respectively.

The following table illustrates the summarised financial information of the
Group’s principal associate extracted from its financial information after adjusting for
the impacts of adjustments made at the time of acquisition and adjustments for
differences in accounting policies, if any (the one extracted from Li Ning Co is after
adjusting for the impacts of adjustments made at the time of acquisition and
adjustments for differences in accounting policies, if any, and for non-coterminous
periods between the Group and Li Ning Co):

Financial information of Li Ning Co
for the year ended 31 December

2020 2021 2022
HK$°000 HK$'000 HK$'000
Gross amounts of the associate
Current assets 11,923,332 21,919,778 15,249,178
Non-current assets 7,996,079 16,951,086 26,113,719
Current liabilities 6,625,226 9,423,166 9,929,185
Non-current liabilities 876,369 1,781,625 2,298,162
Net assets 12,417,816 27,666,073 29,135,550
Revenue for the year 15,790,515 24,161,713 30,994,547
Profit for the year 1,771,367 4,119,487 5,090,525
Other comprehensive loss (14,134) (55,269) (7,479
Total comprehensive income 1,757,233 4,064,218 5,083,046
Reconciliation to the Group’s
interests in the associate
Gross amounts of net assels
attributable to the equity holders of
the associates 12,414,778 27,662,946 29,132,796
Group’s effective interest 13.3% 10.4% 10.3%
Group’s share of net assets of
the associates 1,651,165 2,868,648 3,000,678
Goodwill 751,426 599,527 550,722
Carrying amount in the consolidated
financial statements 2,402,591 3,468,175 3,551,400
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The Group’s Historical Financial Information include the Group’s share of the
results and reserves of Li Ning Co for the twelve months ended 30 September 2020,
2021 and 2022 and adjusted for any significant events or transactions for the period
from 1 October 2020 to 31 December 2020, 1 October 2021 to 31 December 2021 and
1 October 2022 to 31 December 2022 respectively. The Group has adopted the
provision contained in HKAS 28 whereby it is permitted to include the attributable
share of associates’ results based on accounts drawn up to a non-coterminous period
end where the difference must be no greater than three months. There is no non-
coterminous period end for other associates and joint ventures.

Interests in joint ventures

During the years ended 31 December 2020, 2021 and 2022, no impairment loss
of investment in a joint venture was recognised in profit or loss.

Commitments in respect of associates and joint ventures

The Group has no commitment to provide funding for associates’ and joint
ventures’ capital commitment as at 31 December 2020, 2021 and 2022.

FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR
LOSS

As at 31 December
2020 2021 2022
Noies Assels  Liabilities Assets  Liabilities Assefs  Liabilitles
HES'000  HKS'000  HKS'000  RHKS'000  HKS$'000  HK$'000

Forward cumency contracts fa} 1,464 456 - - - -
Laan and interest receivables {b} 2711,8M - 587,109 - - -
273,338 456 587,109 - - -

(a)  The carrying amounts of the forward currency contracts as at 31 December 2020 were the same as
their fair values. The above transactions involving financial assetsfliabilities at fair value through
profit or loss are conducted with creditworthy financial institutions with credit ratings from A-1 to
A-l+.

During the years ended 31 December 2020 and 2021, the Group entered into various forward currency
contracts to manage its exchange rate exposures. These forward currency contracts are not designated
for hedge purposes and are measured at fair value through profit or loss. The net gains in the fair
value of these non-hedging foreign currency contracts amounting to HK$458,000 and HK$1,008,000
were credited to profit or loss during the years ended 31 December 2020 and 2021, respectively.

1A - 88



APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

()] Amount represented a loan with principal amount of HK$269,484,000 (equivalent to GBP25,500,000),
HK$563,774,000 (equivalent to GBP33,550,000} and nil as at 31 December 2020, 2021 and 2022,
respectively, at an interest rate of 4% per annum due from LionRock Capital GP Limited
(“Lionrock™). Pursuant to a loan agreement (the “Loan Agreement”) entered into between Viva
China Consumables and LionRock Capital GP Limited acting in its capacity as the general pariner of
LionRock L.P. on 28 September 2020, the parties to the Loan Agreement may agree that, at any time,
the principal amount of the loan together with all outstanding sums acerued under the Loan
Agreement may be converted into and/or set off against any subscription amounis payable by Viva
China Consomables Limited (formerly known as Viva China Entertainment Holdings Limited) a
wholly owner subsidiary of the Company, in order to subscribe for equity in Viva Qile Limited
(formerly known as “LionRock Capital Partners QilLe Limited™) (the “SPV™), a company wholly
owned by LionRock, therefore, the balance is accounted for as financial asset at fair value through

profit or loss in the consolidated statement of financial position according to the business model.
The acquisition of the SPV was completed on 2 July 2022. The loan and interest receivables were
setting off against the subscription amount payable, and the loan was deemed fully paid and satisfied

in full and was terminated upon the completion of the acquisition.

For details of the Loan Agreement, please refer to the announcements of the Company dated 28
September 2020.

17. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

As at 31 December

2020 2021 2022
HKS$000 HK$°000 HKS$000
Government bonds - - 7,959

The above debt investments were irrevocably designated at fair value through other
comprehensive income as the objective of the Group in holding these debt investments is to
collect contractual cash flows and to sell the financial assets.
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DERIVATIVE FINANCIAL INSTRUMENTS

(i

Derivative financial instruments

The Group has the following derivative financial instruments:

Forward exchange
contracts — cash flow
hedges

Current assets

Non-current assets

Current liabilities
Non-current liabilities

Forward exchange contracts —
not qualified for hedge
accounting

Current assets

Non-current assets

Current liabilities
Non-current abilities

As at 31 December

2020
HK$'000

As at 31 December

2020
HKS$000

2021
HK$'000

2021
HK$'000

2022
HK$'000

6,289
2,785

25,226
11,469

2022

HK$ 000

82,913

3,219

The Group uses forward exchange contracts to reduce exposure to foreign

exchange rates. Certain derivatives are designated as hedging instruments of the cash

flow hedges and the portion of the gain or loss that is determined to be an effective

hedge is recognised in other comprehensive income.
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(if) Cash flow hedge

The Group’s hedging reserves relate to the following hedging instruments:

Cash flow
hedge reserve
HK$000
As at 1 January 2020, 31 December 2020, 1 January 2021,
31 December 2021 and 1 January 2022 -
Fair value loss of hedging instrument
recognised in other comprehensive income 25,663
Reclassified from other comprehensive income to
profit or loss 1,378
Deferred tax (6,760)
Non-controlling interest {15,006)
As at 31 December 2022 5,275

Amounts recognised in profit or Ioss

In addition to the amounts disclosed in the reconciliation of hedging
reserves above, the following amounis were recognised in profit or loss in
relation to derivatives:

For the year ended
31 December
2020 2021 2022
HK$°000 HK$000 HKS$’000

Net gain on foreign

currency forwards not

qualifying as hedges

included in profit or

loss - - 22,521
Hedge ineffectiveness of

foreign currency

forwards — amount

recognised in other

gains - — 518
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Hedge ineffectiveness

Hedge effectiveness is determined at the inception of the hedge
relationship, and through periodic prospective effectiveness assessments to
ensure that an economic relationship exists between the hedged item and hedging
instrument.

For hedges of foreign currency purchases, the Group enters into hedge
relationships where the critical terms of the hedging instrument match exactly
with the terms of the hedged itemn. The Group therefore performs a qualitative
assessment of effectiveness. If changes in circumstances affect the terms of the
hedged item such that the critical terms no longer match exactly with the critical
terms of the hedging instrument, the Group uses the hypothetical derivative
method to assess effectiveness.

In hedges of foreign currency purchases, ineffectiveness may arise if the
timing of the forecast transaction changes from what was originally estimated, or
if there are changes in the credit risk of the Group or the derivative counterparty.

DEFINED BENEFITS SCHEMES

As &1 31 Decerober
i M| an
14 Usa Totel UK USA Total UK USA Tatal
HES'000 HES'000 HKS000 HKS 000 HKS'060 HKS'000 HKS 800 HES000 HES000

Present value of abligation - - - - - - {6.991,588) (956,092) (1947,680)
Fair value of plan assets - - - - - - 1812936 364,118 8,672,054

Defined benefit surphs!
{obligation) - - - - - - 821,348 (31374 128,374

The Group, through Clark Group, operates pension schemes in the UK and USA

including defined benefit and defined contribution sections. The defined benefit plans under

the schemes in the UK and USA are administered by separate funds that are legally

separated from the entities. The trustees of the pension fund are required by law to act in the

interest of the fund and of all relevant stakeholders in the plan. The trustees of the pension

fund are responsible for the investment policy with regard to the assets of the fund. Both

UK and USA schemes were closed to new participates in 2018.

Full actvarial valuations were carried out by qualified independent actuaries for the

UK and USA defined benefit schemes,

The defined benefit plans in both the UK and USA typically expose the entity to

actuarial risks such as: investment risk, interest rate risk, longevity risk and salary risk. This

is considered in more detail below.
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Investment risk

The present value of the defined benefit plan obligation is calculated using a
discount rate determined by reference to high quality corporate bond yields; if the
return on plan asset is below this rate, it will create a plan deficit. Currently the plan
has a high proportion of its investments in debt instruments with smaller amounts in
equity securities and real estate. Due to the level of risk associated with each type of
asset, the trustees of the pension fund consider it appropriate that a reasonable portion
of the plan assets should be invested in debt instruments, while the long-term nature of
the plan obligation means that is considered appropriate that a portion of the
investrment portfolio is in equily securities and in real estate to leverage the return
generated by the fund.

Interest risk

A decrease in the bond interest rate will increase the plan obligation but this will
be partially offset by an increase in the return on the plan’s debt investments.

Longevity risk

The present value of the defined benefit plan obligation is calculated by reference
to the best estimate of the mortality of plan participants both during and after their
employment. An increase in the life expectancy of the plan participants will increase
the plan’s obligation.

Salary risk

The present value of the defined benefit plan obligation is calculated by reference
to the future salaries of plan participants. As such, an increase in the salary of the plan
participants will increase the plan’s obligation.
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The amounis recognised in the balance sheet and the movements in the net

defined benefit obligation and net plan assets over the year are as follows:

Present value

Fair value of

of obligation plan assets Total
HK$'000 HEKS$'000 HK$000
1 January 2020,
31 December 2020,
1 January 2021,
31 December 2021
1 January 2022 - - -
Cwrrent service cost 2,594 - 2,594
Administration costs 7,191 3,900 11,091
Interest expense/(income) 122,593 (135,884} (13,221)
Past service costs 2,773 - 2,173
Total amount recognised in
profit or loss for the year ended
31 December 2022 135,151 (131,984 3,167
Remeasurements
Return on plan assets, excluding
amounts included in interest
(income) - 1,480,567 1,480,567
Actuarial gain from change in
demographic assumptions (35,221) - (35,221
Actuarial gain from change in
financial assumptions (867,838) - {867,858)
Total amount recognised in other
comprehensive income for the
year ended 31 December 2022 {903,079) 1,480,567 577,488
Acquired in business combination
(Note 39) 9,072,310 (10,371,951) {1,299,641)
Exchange differences (97,887) 119,964 22,077
Contributions:
Employers ' - (32,465) (32,463)
Benefits paid (258,815) 258,815 -
As at 31 December 2022 7,947,680 (8,677.054) (729,374)
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The net assets disclosed above relates to funded and unfunded plans as follows:

As at 31 December

2020 2021 2022
HK$'000 HK3$’000 HK$’000
Present value of funded
obligations - - 7,940,622
Fair value of pian assets - — (8,677,054
Surplus of funded plans - - (736,432)
Present value of unfunded
obligations - — 7,058
Total surplus of defined benefit
pension plans
(before asset ceiling) — — (729.374)

Plan assets
The major categories of the fair value of the total plan assets are as follows:

As at 31 December

2020 2021 2022

HK$’000 HK$000 HK$'000

Equities - - 240,664

Bonds - - 4,277,266

Real assets/infrastructure - - 745,094

Insurance contract - - 1,778,496
Alternative credit/diversifying

strategies - - 1,231,225

Cash — — 404,309

Total plan assets = — 8,677,054

Included in the above, there are debt securities of HK$3,847.0 million where the
fair value of these debt instruments is determined based on quoted market prices as at
31 December 2022.
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The weighted average asset allocations at the year end were as follows:

UK plan assets as al 31 December USA plan assets as at 31 December
2020 2021 pLIFY) 2020 2021 2022
Asset calegory
Equities NIA NIA 0% NiA NiA 1%
Bonds NIA NIA 52% NiA N/A 2%
Real assetsfinfrastructure N/A NIA % NiA NIA 22%
[nsurance contract NIA WA 8% NiA NIA 0%
Alternative credit/
diversifying strategies Ni& NiA 13% Nia NiA 21%
Cash NIA N/A 5% N/A NIA 2%
N/A N/A 100% NiA NiA 100%

The weighted average duration of the defined benefit obligation is 11.4 years as
at 31 December 2022,

The significant actuarial assumptions were as follows:

As at 31 December

00 20U 022

UK US4 UK USA UK USA

Discount rate NiA Nia Nia NiA 4.75% 3.40%
Rate of increase in

pensions in payment NiA NiA N/A NiA 2.45%-3.05% NiA
Rate of increase in

pensions in deferment NiA NiA N/A NiA 245% NIA

[nflation assumption NiA NiA NiA N/A 3.15% LN
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Weighted average maorlalily rate assumptions
used (o determine net pension cost
for the period end
Member age 65 (current life expectancy)  Male
Female

Member age 45 (life expectancy at age 65) Male
Female

UK as at 31 December

2020 2021
NIA NiA
NiA NIA
NfA NIA
N/A N/A

2022

22
4.1

234
259

USA as al 31 December

2020

NiA
NIA

NiA
NiA

2021 2022
N/A 207
N/A 226
NiA 0.2
NIA 24.1

Significant actuarial assumptions for the determination of the defined benefit

obligation are discount rate, rates of inflation and mortality. The sensitivity analyses

below have been determined based on reasonably possible changes of the respective

assumptions occurring at the end of the reporting period, while holding all other

assumptions constant.

Sensitivity analysis: Impact of change in key assumptions on actuarial value of

obligation

Base case

0.5% decrease in discount rate

T year increase in member life expectation
40.5% change in inflation

Base case
0.5% decrease in discount rate
1 year increase in member life expectation

UK as at 31 December

2020 2021 2022
HK$7000 HK$000 HK$ 000
N/A N/A 6,991,588
N/A N/A 7,153,632
N/A N/A 7,035,632
N/A N/A 7,032,800
USA as at 31 December
2020 2021 2022
HK$'000 HK$'000 HKS$'000
N/A NiA 956,092
N/A N/A 1,011,047
N/A N/A 931,046
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20. INVENTORIES

As at 31 December

2020 2021 2022

HK$’000 HKS$’000 HK$’'000

Raw materials - 10,335 12,666
Work in progress - 5,740 9,241
Finished goods 221,067 300,098 4,120,963
221,067 316,173 4,142,870

Less: provision (37,204) (34,894) (81,740
183,863 281,279 4,061,130

Reversal of provision for inventories amounted to HK$5,798,000 and provision for
inventories amounted to HK$822,000 and HK$47,037,000 have been included in “cost of
sales” in the consolidated statement of profit or loss for the years ended 31 December 2020,
2021 and 2022 respectively.

As at 31 December 2022, certain inventories of the Group’s subsidiaries were charged
as security for bank borrowings. As at 31 December 2020 and 2021, no inventory has been
charged as security. Details are set out in Note 28. '

21. TRADE DEBTORS AND BILLS RECEIVABLE

As at 31 December

2020 2021 2022

HK$ 000 HK$'000 HK$000

Trade debtors and bills receivable 99,239 104,754 869,754
Less: loss allowance (16,352) (6,758 (10,276
32,887 97,996 859,478

The Group’s trading terms with its customers are mainly on credit, generally 30 to 90
days, extending up to six months for major customers. Each customer has a maximum credit
limit. Overdue balances are reviewed regularly by senior management. The Group does not
hold any collateral or other credit enhancements over its trade debtors and bills receivable
balances, Trade debtors and bills receivable are non-interest-bearing.
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As at 31 December 2022, certain trade receivables of the Group’s subsidiaries were

charged as security for bank borrowings. As at 31 December 2020 and 2021, no trade

debtors receivables has been charged as security. Details are set out in Note 28.

An ageing analysis of the trade debtors and bills receivable based on the payment due

date is as follows:

Current

Less than 3 months past due
3 to 6 months past due
More than 6 months past due

As at 31 December
2020 2021 2022
HK$ 000 HK$000 HK$'000

61,478 77,465 583,773
13,518 18,155 216,288
5,549 2,198 29,127
2,342 178 30.290
82,887 97,996 859,478

Information about the impairment of trade debtors and the Group’s exposure to credit

risk, foreign currency risk and interest risk can be found in Note 44.

As at 31 December 2020, 2021 and 2022, included in the Group’s trade debtors and
bills receivable are amounts of HK$3,861,000, HK$26,701,000 and HK$40,930,000 due
from associates respectively. As at 31 December 2020, 2021 and 2022, included in the
Group’s trade debtors and bills receivable are amounts of nil, nil and HK$42,665,000 due

from a joint venture respectively.

22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Prepayments

Deposits and other receivables

Less: loss allowance for deposits and other
receivables

Less: current portion

Non-current prepayment, deposits and other
receivables

IA -

As at 31 December

2020 2021 2022

Notes HK$'000 HK§ 000 HK$'000
85,413 334,252 789,146

(@) 232,219 223,672 320,223
44 {94,836) (96,013) (95,321)
222,796 461,911 1,023,048

(167,551) (160,028} (681,272)

(b} 55,245 301,883 341,776
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23.

Notes:

(a) Deposits and other receivables are measured at amortised costs. The detail information about the

credit risk and impairment analysis of deposiis and other receivables can be found in Note 44.
(b) As at 31 December 2021 and 2022, the Group’s non-current prepayment, deposits and other

receivables mainly included amounts of HK$253,177,000 and HK$280,976,000 respectively down
payment for the acquisition of properties located in Shanghat, PRC.

CASH AND CASH EQUIVALENTS
(a) Cash and cash equivalents

As at 31 December

2020 2021 2022
HK$°000 HK$'000 HK$000

Cash and cash equivalents other than
time deposits 982,537 742,481 1,561,063
Time deposits — less than three months 874.904 1,787,182 1,413,740
Cash and cash equivalents 1,857,441 2,529,663 2,974,803

As at 31 December 2020, 2021 and 2022, the cash and cash equivalents of the
Group denominated in RMB amounted to approximately HK$459,196,000,
HK$472,345,000 and HK$316,591,000, approximately HK$385,718,000,
HK$368,152,000 and HK$285,581,000 of which was domiciled in mainland China.
The RMB is not {reely convertible into other currencies in mainland China, however,
under the PRC’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.

Cash at banks other than time deposits earns interest at floating rates based on
daily bank deposit rates. Short-term time deposits are made for varying periods of
between cne and three months depending on the short-term cash requirements of the
Group, and carn interest at the respective short-term time deposit rates. The bank
balances are deposited with creditworthy banks with no recent history of default.
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(b) Net debt

This section sets out an analysis of net debt and the movements in net debt for

the Track Record Period.

Net debt

Cash and cash equivalents (included

bank overdraft)

Deposits with banks with maturity

period over three months

Restricted bank balances

Bank borrowings (excluded bank

overdraft)
Lease liabilities

Net debt

Net debt as at | January 2020

Cash flows

Interest expenses

Acquisition of subsidiaries
Addition - Jeases
Madification - leases
Foreign exchange adjustments

Nel debt s at 31 December 2020 and | Jaouary
w0

Cash flows

Interesl expenses

Addition - leases

Muodification - leases

Foreign exchange adjustments

Net debt as a1 31 Devember 2021 and 1 January
02

Cash flows

Interest expeiises

Acquisition of subsidiaries

Addition - leases

Madification - leases

Foreign exchange adjustments

Net debl as al 31 December 2022

As at 31 December

2020 2021 2022

HK$°000 HK$000 HK3'000

1,857,441 2,529,663 2,930,189

- 4,284 3,962

3,627 6,855 19,615
(1,256,000) - (299,516)
(408,788) (486,319) {1,957,299)

196,280 2,054,483 696,951

Liabilities from financing activities Other assets
Deposits with
banks with
Cash and maturily  Reslricted
Lease cash  perod over bank

Bank [oans Habilities Substatal  equivalents three months balances Total
HES 000 HKS000 HK$'000 HK$'000 HES'000 HKS'000 HK§ 060
(1,256,000) (164,638 (1,440,638) 649,261 - 3,342 {788,034)
162,71 103,683 206,436 1,023,968 - - L0424
47943 {17,198) (65,140 - - - (85,140)
(54,829 (273.069) (327,893} 170,753 - 5T (157,183)
- {38.954) (38,954) - - - (38,954)

- 12,623 12613 - - - 12,623

- 11,47 (11,242 13,458 - 28 244
{1,56,000) (408,788)  (1,664,188) 1,857,441 - 3621 196,250
1,272,078 169,114 1,441,192 667,396 4,284 312 1,116,493
{16,078 {20971) (31.049) - - - (37.049)
- (262,880 (262,380) - - - (262,880)

- 49,239 49239 - B - 9,13

- 112,033) (12,013) 4,326 - 107 (7.600)

- (486,319) (486,319) 2,529,563 4,284 6,855 21,054,483
25,759 174,389 590,148 (536,573) - 12,630 66,205
{20,364) 150,229) (71,093) - - - {11,093
(26,844 (1428065 (1,954.906) 990,962 - 1,007 {962,937
- 16404) (416.404) - - - [@16404)

- (16,856) {16.856) - - - (16,856)

1430 66,185 93,615 (53.863) (322) {2k 43,353
(299,516) (1,557,209 (1,256815)  2,930,18% 3,962 19,615 696,951
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24,

{¢) Company

As at 31 December

2020 2021 2022
HK$'000 HK$000 HK§°000

Cash and cash equivalents other than
time deposits 394,341 150,191 373,911
Time deposits — less than three months 826,055 1,758,100 1,354,370
Cash and cash equivalents 1,220,396 1,908,291 1,728,281

As at 31 December 2020, 2021 and 2022, the cash and cash equivalents of the
Company denominated in HKD amounted to approximately HK$950,820,000,
HK$1,842,897,000 and HK$913,196,000 respectively.

RESTRICTED BANK BALANCES

As at 31 Pecember

2020 2021 2022
HK$000 HK$’000 HK$000

Restricted bank balances ‘
Current 3,627 3,183 2,635
Non-current - 3,672 16,980
3.627 6,855 19,615

The restricted bank balances were pledged as security for the operation of sports parks

and as security for bank guarantee for subsidiaries of the Group.
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25. TRADE, BILLS AND OTHER PAYABLES

As at 31 December

2020 2021 2022

HK§'000 HKS$'000 HK$'000

Trade payables 112,493 233,478 2,090,720
Bills payable - 11,693 14,812
Other payables 201,134 272,913 691,061
313,627 518,084 2,796,593

As at 31 December 2022, included in trade payables is HK$351.6 million relating to a
vendor financing facility arrangement with a bank, allowing certain suppliers to be paid
earlier (by the bank) than the Group’s standard payments terms. If this option is taken by the
supplier, the Group will no longer be able to make earlier direct payments to the supplier
and will pay to the partner bank under the Group's standard payments terms when the
payable becomes due. The Group has determined that the terms of the trade payable under
this arrangement are substantially unchanged and that it is continued presenting the relevant
amounts within trade and other payables. No vendor financing facility arrangement is
included in trade payables as at 31 December 2020 and 2021.

The normal credit period for trade payables generally ranges from 30 to 60 days.
These terms may be extended by certain suppliers. Ageing analysis of trade payables based
on due date at the respective balance sheet date is as follows:

As at 31 December

2020 2021 2022

HK$'000 HK$000 HK$'000

Current 92,759 211,923 1,925,965
Less than 3 months past due 18,744 17,909 116,859
3-6 months past due 60 2,640 5,685
More than 6 months past due 930 1,006 42,211
112,493 233,478 2,090.720

As at 31 December 2020, 2021 and 2022, included in the Group’s trade, bills and other
payables are amounts of HK$2,570,000, HK$1,221,000 and HK$7,807,000 due to associates
respectively.
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26. ACCRUALS

As at 31 December

2020 2021 2022
HK$°000 HKS$'000 HK$000
Accruals 122,612 136,069 642,695

As at 31 December 2020, 2021 and 2022, included in the Group’s accruals are
amounts of HK$70,106,000, HK$75,845,000 and HK$236,616,000 for accrued staff cost
respectively. Other accruals mainly represent accrued rent, professional fee and other
operating costs.

27. DEFERRED INCOME

The movements in deferred income as stated under current and non-current liabilities
are as follows:

As at 31 December
2020 2021 2022
HK§'000 HK$'000 HK$'000

Carrying amount at the beginning of the year 10,831 9,810 7,759
Government grants received during the year 32,372 - -
Credited to profit or loss (33,187 (2,300) (1,028)
Currency translation differences (206) 249 {552
Carrying amount at the end of the year 9,810 1,759 6,179
Less: current portion (2,100 {1,199) {453)

7,710 6,560 5,726

Deferred income mainly represents government grants obtained for the purpose of
subsidising subsidiaries’ operation. Government grants received are initially recognised in
the consolidated statement of financial position as deferred income and are amortised
through profit or loss on a systematic basis over the periods in which the grants are intended
to compensate.
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28. BANK BORROWINGS

Bank overdraft, unsecured
Bank overdraft, secured
Bank loans, secured

Less; Current portion

As at 31 December

2020

HK$000

1,256,000

2022

HK$°000

41,652
2,962
299,516

1,256,000

344,130
(55,934

1,256,000

288,196

As at 31 December 2020, bank loans bear floating rate of HIBOR plus basis. As at 31
December 2022, bank loans bear fixed rate or floating rates of iy CHIBOR minus basis, ii)
EURIBOR plus basis and iii) secured overnight financing rate (“SOFR”) plus margin.

As at 31 December 2020, loan represented collateralised bank loan which is secured by
interest in an associate with a carrying amount of approximateiy HK$1,315,718,000, and the
loan is subject to certain covenants requirement relating to the quoted price of the associate.

As at 31 December 2021, no assets have been charged as security.

As at 31 December 2022, property, plant and equipment of HK$8,477,000, financial
assets at fair value through other comprehensive income of HK$7,939,000, inventories and
trade receivables of HK$863,883,000 had been charged as security for bank borrowings of

subsidiaries of the Group.

The Group has not breached any covenants for the years ended 31 December 2020,

2021 and 2022.
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29. DEFERRED TAX ASSETS AND LIABILITIES

Net deferred tax assets recognised in the consolidated statement of financial position
are as follows:

As at 31 December
2020 2021 2022
HK$000 HK$'000 HK$°000

Deferred tax assets 24,384 26,397 120,127
Deferred tax liabilities (80,669 (87.738) (96,664)

(56,285) (61,341) 23,463

The movement in deferred tax assets and liabilities during the year are as follows:

Depreciation

Impairment allowanee in

and other excess of

temporary Lease related
Deferred tax assets movement differences liabilities depreciation Tax losses Total
HES$ 000 HE$'000 HKS"000 HE5'000 HKS$'000
At 31 1 January 2020 21,654 2,046 - - 23,700
Acquisition of subsidiaries 389 - - - 389
{Charged)credited to profit or foss (2,302) 1,440 - - {1,062)
Currency transhtion difference 1,357 - - - 1,357
At 31 December 2020 and | January 2021 20,868 3486 - - 24,384
{Charged)credited to profit or loss (2,320} 3615 - - 1,295
Currency Iranslation difference 483 233 - - 718
At 31 December 2021 and 1 January 2022 19,061 1,336 - - 26,307
Acquisition of subsidiaries 0,575 - 58,263 229212 358,050
Credited/(charged) to profil or loss 88,974 4,361 {27,19%) 12,934 79,070
Credited to other comprehensive income 4,760 - - - 6,76
Currency tramslation difference (372) - {1,073) {1,650) (3,095)
At 3] December 2022 184,998 11,657 29,991 240,496 467.182
Set-off of deferred lay Tiabilities {341,055)
120,127
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Deferred tax labilities
movement

At January 2020

Acquisition of subsidiaries

(Charged)/credited to profit or
loss

Currency translation difference

At 31 December 2020 and

1 Jamvary 2021
{Charged)credit to profit ar loss
Curzency translation differsnce

At 31 December 2021 and
1January 2022

Acquisition of subsidiaries

Credited/(charged) to profit or
loss

Crediled 1o other comprehensive
income

Currency translation difference

At 31 December 2022

Set-off of deferred tax assets

Falr valve  Deprecialion
adjustments  allowance in

Revaloation arising from excess of Other

of investment Intangible Pension acquisition of related femporary
properties assets  Obligations  subsidiaries  depreciation  differences Total
HES'000 HK5'000 HKS'090 HKS'000 HK§'000 HKS'000 HKS'000
- (49,488 - (50 - - {49,538)
(31,652) {2,118) - - - - (33,770)
(481 6,073 - - - - 5,594
- (2,953) - {3 - - {2,955)
(32,133 (48,483) - {53 - - {80,669
{12,347) 6,531 - - - - {5,816)
- (1,251) - 2) - - {1,253)
{44,480} {43,203 - (53) - - {87,738
- - {340,862) {26,030) (92,890 (62,566) (522,448)
31,460 6,346 (8,319} - {6,258) {4,279 18,950
- - 136,957 - - - 136,957
- 2,889 0,385 222 623 441 10,560
(13,020) (33,968) (205.839) (25,863) (98,525) (66,504) (443,719)
347,055
(96,664)

As at 31 December 2020, 2021 and 2022, the Group had tax losses arising in Hong

Kong of approximately HK$1,150,637,000, HK$1,365,534,000 and HK$1,771,126,000
respectively, subject to the confirmation of tax losses from the Hong Kong Inland Revenue

Department. These tax losses are available indefinitely for offsetting against future taxable

profits of the companies in which the losses arose.

As at 31 December 2020, 2021 and 2022, the Group also has tax losses arising in
mainland China of HK$398,275,000, HK$474,623,000 and HK$783,049,000 that will expire
within five years to offsetting against future taxable profits respectively.

As at 31 December 2022, the Group had estimated tax losses arising in the USA of
HK$1,703,397,000 that are available indefinitely for offsetting against future taxable profits

of the companies in which the losses arose. There was no such estimated tax losses arising
in the USA as at 31 December 2020 and 2021,
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Deferred tax assets have not been recognised in respect of these losses as they have

arisen in companies that have been loss-making for some time and it is not considered
probable that taxable prefits will be available against which the tax losses can be utilised.

Deferred tax liability has not been recognised for withholding taxes that would be

payable on certain portions of the unremitted earnings that are subject to withholding taxes

of certain of the Group’s subsidiaries established in the PRC as all of those profits will not

be distributed in the foreseeable future.

During the year ended 31 December 2022, the reversal of deferred tax liabilities of

HK$30,616,000 was arising from the disposal of investment properties in March 2022,

There are no income tax consequences attaching to the payment of dividends by the

Company to its shareholders.

30. PROVISION

At | January 2020,

31 December 2020,

| January 2021,

31 December 2021 and

| Fanuary 2022
Acquisition of subsidiaries
Charged to profit or loss
Amounts utilised
Amount released
Currency translation difference

Balance at 31 December 2022
Less: current portion

Non-current portion

Dilapidation  Onerous lease

Guarantee to

provision” provision joint venture* Others Total
HK$'000 HEK§'000) HKS$'000 HK§ 000 HES 000
51,909 7,667 99,680 38,176 197,432
9,135 3,968 - 11,229 24,332
(521) (2,132) - - (2,653)
(4,325) {2,660} - {4,376) (§1,361)
516 (292) (5,387) (226) (5,389
36,714 6,551 94,293 44,803 202,361

- - (54,293) - (94,293)

56,714 0,551 - 44,803 108,068

A provision is recognised for expected costs required to restore leased properties to their original

condition per the current closure plan. It is expected that these costs will be incurred at the end of the

lease agreement.

* A provision is recognised in relation to a guarantee provided by Clark Group to its joint venture.
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31. SHARE CAPITAL

Shares
As at 31 December
202 2021 022
Nominal valee Nominal value Nominal value
No. of shares HES'000  No. of shares HKS'00  No. of shares HKS' 000
Authorised:
Ordinary shares of EK$0.05 each
{“Ordinary Shares™) 20,000,600,000 1,000,000  20,000,000,000 1,000,000 20,000,000,000 1,000,000
Redeemable convertible preferred shares of
HK$0.01 eack (“Preferred Shares™) 6,600,000,000 60,000  6,000,000,000 60,000 6,000,000,000 60,000
Totzl 26,800,000,000 1,060,000 26,000,000,000 1,060,000 26,000,000,000 1,060,000
[ssued and fully paid:
Ordinary Shares 9,496,332,726 474,817 9,621,242,726 481,062 9,680,413,727 484,021

A summary of the movements in the Company’s issued capital during the Track
Record Period is as follows:

Issued Capital

Number of
Ordinary Share
Shares in Issued premium
issue capital account Total
Notes HK$000 HK$'000 HK$'060
At | January 2020 $,864,332,726 443,217 2,543,460 2,986,677
Issue of ordinary shares (a) 632,000,000 31,600 173,800 205,400
Dividend paid - - (298,505) {298,305)
At 31 December 20220 and
1 Janvary 2021 9,496,332,726 474,817 2,418,755 2,893,572
Issue of ordinary shares (&) 124,910,000 6,245 166,232 172,477
Dividend paid - - (1,504,119} (1,504,119
At 31 December 2021 and
1 January 2022 9,621,242,126 431,062 1,080,868 1,561,930
Issue of ordinary shares {c) 59,171,001 2,959 47,227 50,186
At 31 December 2022 9,680,413,727 484,021 1,128,095 1,612,116
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32.

Notes:

(a)

(b)

()

632,000,000 Ordinary Shares were issued upon conversion of part of the perpetual convertible bonds
during the year of 2020.

64,910,000 Ordinary Shares were issued upon exercise of certain share options for proceeds totalling
HK$32,450,000 and 60,000,000 Ordinary Shares were issued upon conversion of part of the perpetual
convertible bonds during the year of 2021. The proceeds of issues upon exercise of certain share

options had been applied towards general working capital of the Group.

59,171,001 Ordinary Shares were issned upon exercise of certain share options during the year ended
31 December 2022 for proceeds totalling HK$39,645,000. The proceeds of such issues had been
applied towards general working capital of the Group.

SHARE OPTION SCHEME

(I

Share option scheme of the Company
(A) 2010 share option scheme

On 29 June 2010, the Company passed an ordinary resolution to adopt a
share option scheme (the “2010 Scheme”) for the purpose of providing
incentives to participants to contribute to the Group and/or to enable the Group
to recruit high-calibre employees and/or attract human resources that are valuable
to the Group. Participants of the 2010 Scheme include employee, officer, agent,
consultant, business associate or representative of the Company or any subsidiary
or otherwise contributes to the success of the Group, including any executive,
non-executive or independent non-executive director of the Company or any
subsidiary, who, as the board of directors or a committee comprising directors
and members of the senior management of the Company (as the case may be)
may determine in its absolute discretion, is regarded as valuable human resources
of the Group based on his working experience, knowledge in the industry and
other relevant factors, and subject to such conditions as the board of directors or
such committee (as the case may be) may think fit.
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The overall limit on the number of Ordinary Shares which may be issved
upon exercise of all outstanding options granted and yet to be exercised under
the 2010 Scheme and any other share option schemes of the Company must not,
in aggregate, exceed 30% of the number of Ordinary Shares in issue from time to
time. In addition, the total number of Ordinary Shares which may be issued upon
exercise of all options granted together with all options to be granted under the
2010 Scheme and any other share option schemes of the Company must not, in
aggregate, exceed 10% of the nominal amount of all the Ordinary Shares in issue
as at the date of adoption of the 2010 Scheme (the “2010 Scheme Mandate
Limit”}. The Company may, from time to time, refresh the 2010 Scheme
Mandate Limit by obtaining the approval of the shareholders in general meeting.
Once refreshed, the total number of Ordinary Shares which may be issued upon
exercise of all options to be granted under the 2010 Scheme and all other share
option schemes of the Company under the limit, as refreshed, must not exceed
10% of the number of Ordinary Shares in issue as at the date of approval of the
refreshment by the Shareholders.

The 2010 Scheme Mandate Limit amounted to 878,060,472 Ordinary Shares
following the approval of refreshment by the Shareholders on 16 June 2017.

The maximum number of Ordinary Shares issuable under share options to
each eligible participant in the 2010 Scheme within any 12-month period is
limited to 1% of the Ordinary Shares of the Company in issue as at the proposed
date of grant. Any further grant of share options in excess of this limit is subject
to Shareholders’ approval in a general meeting,.

The offer of a grant of share options under the 2010 Scheme may be
accepted within 28 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee, The exercise period of the share
options granted is determinable by the board of directors or such committee, save
that such period shall not be more than 10 years from the date of grant. Unless
the Board may otherwise determine, there is no minimum period required under
the 2010 Scheme for the holding of an option before it can be exercised.

The exercise price of share options is determinable by the Board or such
commiitee, but shall be at least the highest of (i) the Stock Exchange closing
price of the Ordinary Shares on the date of offer of the share options; (ii) the
average Stock Exchange closing price of the Ordinary Shares for the five trading
days immediately preceding the date of grant; and (iii) the nominal value of the
Ordinary Shares.

The 2010 Scheme was valid and effective for a period of 10 years
commencing on 29 June 2010 and expired on 29 June 2020. Upon expiry of the
2010 Scheme, no further share options should be granted thereunder. The share
options granted under the 2010 Scheme which remained outstanding immediately
prior to the expiry of the 2010 Scheme shall continue to be valid and exercisable
in accordance with the terms of grant and the 2010 Scheme.
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(B) 2021 share option scheme

On 18 January 2021, the Company passed an ordinary resolution to adopt a
new share option scheme (the “2021 Scheme™) for the purpose to recognise and
acknowledge the contributions that participants have made or may make to the
Group, to provide incentives and/or reward to participants for their contributions
to the Group and/or to enable the Group to recruit high-calibre employees and/or
attract human resources that are valuable to the Group. Participants of the 2021
Scheme include employee, officer, agent, consultant, business associate or
representative of the Company or any subsidiary or otherwise contributes to the
success of the Group, including any executive, non-executive or independent
non-executive director of the Company or any subsidiary who, as the Board or a
committee comprising Directors and members of senior management of the
Company (as the case may be) may determine in its absolute discretion, is
regarded as valuable human resources of the Group who has made important
contributions to the development of the Group based on his work experience,
knowledge in the industry and other relevant factors, and subject to such
conditions as the Board or such committee (as the case may be) may think fit.
The 2021 Scheme will remain in force for period of 10 years commencing on 18
January 2021.

The overall limit on the number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
2021 Scheme and any other share option schemes of the Company must not, in
agpgregate, exceed 30% of the number of Shares in issue from time to time. In
addition, the total number of Shares which may be issued upon exercise of all
options to be granted under the 2021 Scheme and any other share option schemes
of the Company must not, in aggregate, exceed 10% of the nominal amount of all
the Shares in issue as at the date of adoption of the 2021 Scheme (the “2021
Scheme Mandate Limit”). The Company may, from time to time, refresh the
2021 Scheme Mandate Limit by obtaining the approval of the sharehelders in
general meeting. Once refreshed, the total number of Shares which may be issued
upon exercise of all options to be granted under the 2021 Scheme and all other
share option schemes of the Company under the limit, as refreshed, must not
exceed 10% of the number of Shares in issue as at the date of approval of the
refreshment by the Shareholders. On the basis of 9,496,332,726 Shares in issue
on the date of adoption of the 2021 Scheme, the maximum number of shares that
may be issued upon exercise of share options that may be granted under it is
949,633,272 Shares.
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The maximum number of shares issuable under share options to each
eligible participant in the 2021 Scheme within any 12-month period is limited to
1% of the shares of the Company in issue as at the proposed date of grant. Any
further grant of share options in excess of this limit is subject to shareholders’
approval in a general meeting.

The offer of a grant of share options under the 2021 Scheme may be
accepted within 28 days from the date of offer, upon payment of a nominal
consideration of HKSI in total by the grantee. The exercise period of the share
options granted is determinable by the Board or such committee, save that such
period shall not be more than 10 years from the date of grant. Unless the Board
may otherwise determine, there is no minimum period required under the 2021
Scheme for the holding of an option before it can be exercised.

The exercise price of share options is determinable by the Board or such
committee, but shall be at least the highest of (i) the Stock Exchange closing
price of the Shares on the date of grant of the share options; (ii) the average
Stock Exchange closing price of the Shares for the five trading days immediately
preceding the date of grant; and (iii) the nominal value of the Shares.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.

The following share options were outstanding during the year:

Weighted

average Nuamber of

exercise price options

Notes (HKS$ per share) 000

At 1 January 2020 (@). (e) 0.71 221,154

Lapsed during the year (b) 0.79 (94,729
At 31 December 2020 and | January

2021 (d). (& 0.65 126,425

Granted during the year {2) 0.67 288,600

Lapsed during the year {(h) 0.79 (66,425)

Exercised during the year (e) 0.50 (64,910)

At 31 December 2021 and

1 January 2022 (), (&) 0.67 283,690

Granted during the year (a) 1.30 15,304

Lapsed during the period (b) 0.75 {1,621)

Exercised during the period (c) 0.67 {59,171)

At 31 December 2022 (@), (&) 0.71 232,202
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Equity-settled share option expenses of HK$5,862,000, HK$33,922,000 and
HK$17,743,000 were recognised in profit or loss in respect of the share options
granted under the 2010 Scheme and 2021 Scheme during the years ended 31
December 2020, 2021 and 2022 respectively.

Notes:

(a)

(b)

(c)

(d)

The fair values of the share options granted under the 2010 Scheme during the year
ended 31 December 2020 were HK$868,000 in aggregate while the fair values of the
share options granted under the 2021 Scheme during the year ended 31 December 2021
and 2022 were approximately HK$55,938,000 and 5,540,000 in aggrepate. The fair
values were estimated as at the respective dates of grant using a binominal model,
taking into account the terms and conditions upon which the options were granted. The

following table lists the inputs to the model vsed:

For the year ended
31 Decemher

2020 2021 2022
Dividend yield (%) NiA 3.6 5.1
Expected volatility {%) Nia 44.3-46.5 43.2-52.3
Expected life of options {years) NiA 2-8 .08-8
Risk-free interest rate {%) N/A 0.1-0.6 0.1-2.8

94,729,000 and 66,425,000 share options granted under the 2010 Scheme were lapsed
during the years ended 31 December 2020 and 2021, 7,621,000 shares options granted
under the 2021 Scheme were lapsed during the year ended 31 December 2022.

Total nil, 64,910,000 and 59,171,000 share options granted under the 2010 Scheme and
2021 Scheme were exercised during the years ended 31 December 2020, 2021 and 2022

respectively.

As at 31 December 2020, the Company had 126,425,000 share options cutstanding
under 2010 Scheme, which represented approximately 1.3% of the Ordinary Shares in
issue as at 31 December 2020. As at 31 December 2021 and 2022, the Company had
283,690,000 and 232,202,000 share options outstanding under 2021 Scheme, which
represented 2.9% and 2.4% of the Ordinary Shares in issue as at 31 December 2021 and
2022 respectively.
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(e) The exercise prices and exercise periods of the share options outstanding as at the end
of the reporting period are as follows:

31 December 2020

Number of options Exercise price* Exercise period

('000) (HK$ per share)

64,425 0.8 20 Jan 2019 to 19 Jan 2021
20,000 0.478 5 Sep 2019 to 4 Sep 2021

2,000 0.478 15 Aug 2020 to 14 Aug 2022
20,000 0.49 5 Sep 2020 1o 4 Sep 2022
20,000 0.49 5 Sep 2021 to 4 Sep 2023
126,425

31 December 2021

Number of options Exercise price* Exercise period
("000; (HK$ per share)
890 0.67 18 Jan 2021 to 17 Jan 2023
94,267 0.67 18 Jan 2022 to 17 Jan 2027
94,267 0.67 18 Jan 2023 to 17 Jan 2028
94,266 0.67 18 Jan 2024 to 17 Jan 2029
283,690

31 December 2022

Number of options Exercise price* Exercise period
000; (HK$ per share)
562 0.67 18 Jan 2021 to 17 Jan 2023
34,002 0.67 18 Jan 2022 to 17 Jan 2027
91,667 0.67 18 Jan 2023 to 17 Jan 2028
4,768 1.30 8 Jul 2023 1o 7 Jul 2028
91,667 0.67 18 Jan 2024 to 17 Jan 2029
4,768 1.300 8 Jul 2024 to 7 Jul 2029
4,768 1.30 8 Jul 2025 to 7 Jul 2030
232,202 .

The exercise prices of the share options are subject to adjustment in the event of
any capitalisation issve, rights issue, consolidation, sub-division or reduction of
the share capital of the Company (other than isswance of Ordinary Shares as

consideration in respect of a transaciion)
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As at 31 December 2020, the exercise in full of the outstanding share
opticns under the 2010 Scheme would, under the present capital structure of the
Company, result in the issue of 126,425,000 additional Ordinary Shares and
additional share capital of HK$6,321,000 and share premium of HK$75,335,000
respectively, before taking into account any transfer of share option reserve to
the share premium account.

As at 31 December 2021, the exercise in full of the outstanding share
optiens under the 2021 Scheme would, under the present capital structure of the
Company, result in the issue of 283,690,000 additional Ordinary Shares and
additional share capital of HK$14,184,000 and share premium of
HK$175,888,000, before taking into account any transfer of share option reserve
to the share premium account.

As at 31 December 2022, the exercise in full of the outstanding share
options under the 2021 Scheme would, under the present capital structure of the
Company, result in the issuve of 232,202,000 additional Ordinary Shares and
additional share capital of HK$11,610,000 and share premium of
HK$152,977,000, before taking into account any transfer of share option reserve
to the share premium account.

(II) Share option scheme of a subsidiary

Bossini, a non-wholly owned subsidiary of the Company and shares of which are
listed on the Main Board of the Stock Exchange (stock code: 592), operates a share
option scheme (the “Bossini Share Option Scheme”) for the purpose of providing
incentives and rewards to eligible participants who contribute to the success of the
operations of the Bossini Group.

Eligible participants of the Bossini Share Option Scheme include executive
directors, non-executive directors (including independent non-executive directors), and
other full-time or part-time employees of Bossini, and its subsidiaries. The Bossini
Share Option Scheme became effective on 12 November 2013 and, unless otherwise
cancelled or amended, will remain in force for 10 years from that date.

The maximum number of ordinary shares in the share capital of Bossini (the
“Bossini Shares”) which may be issued upon exercise of all share options to be
granted under the Bossini Share Option Scheme and any other future share option
schemes of Bossini (excluding share options forfeited in accordance with the terms of
the Bossini Share Option Scheme or any other future share option schemes of Bossini)
shall not exceed 10% of the total number of shares in issue on 12 November 2013, the
date of the annual general meeting that Bossini sought the approval of the shareholders
of Bossini for the adoption of the Bossini Share Option Scheme. The number of shares
issuable under the Bossini Share Option Scheme was 162,077,939, which represented
10% of Bossini’s shares in issue at 12 November 2013,
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The maximum number of shares issuable under share options to each participant
in the Bossini Share Option Scheme within any 12-month period is limited to 1% of
the total number of shares of Bossini in issue at any time. Any further grant of share
options in excess of this limit is subject to sharecholders’ approval in a general meeting
with such participant and his associates abstaining from voting.

Share options granted to a director, chief executive or substantial shareholder of
Bossini, or to any of their respective associates, are subject to approval in advance by
the independent non-executive directors (excluding any independent non-executive
director who is a grantee of the share options). In addition, any share options granted
to a substantial shareholder or an independent non-executive director of Bossini, or to
any of their respective associates, in excess of 0.1% of the shares of Bossini in issue at
any time or with an aggregate value (based on the closing price of Bossini’s shares at
the date of grant) in excess of HK$5 million, within any 12-month period, are subject
to shareholders’ approval in advance in a general meeting,

The offer of a grant of share options may be accepted within 28 days from the
date of offer, upon payment of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted is determinable by the
directors, and commences after a certain vesting period and ends on a date which is
not later than 10 years from the date of grant of the share options. Share options
granted during the term of the Bossini Share Option Scheme and remain unexercised
immediately prior to the end of the 10-year period of the Bossini Share Option Scheme
shall continue to be exercisable in accordance with their terms of grant within the
exercise period for which such options are granted, notwithstanding the expiry of the
Bossini Share Option Scheme.

The exercise price of the share options is determinable by the directors, but may
not be less than the highest of (i) the Stock Exchange closing price of Bossini’s shares
on the date of grant of the share options; (ii) the average Stock Exchange closing price
of Bossini’s shares for the 5 trading days immediately preceding the date of grant; and
(iii) the nominal value of Bossini’s shares.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.
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The following share options were outstanding during the years ended 31
December 2020, 2021 and 2022:

Notes
At 1 January 2020, 31 December 2020
and | Januvary 2021

Granted/adjusted during the year (a)
Lapsed during the year (b)
At 31 December 2021 and 1 January 2022 (c)
Granted during the period (2)
Lapsed during the period (b)
Exercised during the period (d)
At 31 December 2022 (c)

Weighted
average Number of
exercise price options
(HK$ per share) 000
0.57 124 818
0.46 (15,925)
0.58 108,893
0.59 29,000
0.54 (37,001}
.46 (4.608)
0.61 96,194

Equity-settled share option expenses of HK$8,363,000 and HK$6,700,000 was
recognised in profit or loss respectively in respect of the share options granted during
the years ended 31 December 2021 and 2022,

Notes:

(2)

(b}

The fair values of the share options granted during the year ended 31 December 2021 and 2022
were HK$22,300,000 and HK$6,694,000 in aggregate respectively, which were estimated as at

the respective dates of grant using a binominal model, taking into account the terms and

conditions upon which the options were granted. The following table lists the inputs to the

For the year ended 31 December

model vsed:

2020
Dividend yield (%) N/A
Expected volatility (%) N/A
Expected life of options (years) N/A
Risk-free interest rate (%) N/A

2021 2022
4.84-6.48 4.09-4.84
59.81-67.59 69.17-71.34
5.6-6.0 6.0
0.37-1.11 2.03-3.67

15,925,000 and 37,091,000 share options granted were lapsed during the year ended 31

December 2021 and 2022 respectively upon the resignation of certain grantees during the year.
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(c)  The exercise prices and exercise periods of the share options outstanding as at the end of the

reporting period are as follows:

31 December 2021

Number of options Exercise price* Exercise period
000) (HK§ per share)
25,610 0.456 1 Jan 2022 to 31 Dec 2026
25,616 0.456 1 Jan 2023 to 31 Dec 2026
25,667 0.456 1 Jan 2024 to 31 Dec 2026
666 0.510 1 Jan 2022 to 31 Dec 2026
666 0.510 1 Jan 2023 to 31 Dec 2026
668 0.510 1 Jan 2024 to 31 Dec 2026
3,332 0.620 8 Aug 2022 10 7 Aug 2027
3,334 0.620 8 Aug 2023 10 7 Aug 2027
3,334 0.620 8 Aug 2024 to 7 Aug 2027
6,660 1.060 16 Nov 2022 to 15 Nov 2027
6,670 1.060 16 Nov 2023 to 15 Nov 2027
6,670 1.060 16 Nov 2024 to 15 Nov 2027
108,893

31 December 2022

Number of options Exercise price* Exercise period

oo (HKS$ per share)

15,276 0.456 1 Jan 2022 to 31 Dec 2026
16,942 0,456 1 Jan 2023 to 31 Dec 2026
16,976 0,456 1 Jan 2024 to 31 Dec 2026
5,996 1,060 16 Nov 2022 to 15 Nov 2027
6,002 1,060 16 Nov 2023 to 15 Nov 2027
6,002 1,060 16 Nov 2024 to 15 Nov 2027
6,997 0.660 23 Mar 2023 to 22 Mar 2028
6,997 0.660 23 Mar 2024 to 22 Mar 2028
7,006 0.660 23 Mar 2025 10 22 Mar 2028
2,666 0.390 17 Nov 2023 to 16 Nov 2028
2,666 0.390 17 Nov 2024 to 16 Nov 2028
2,668 0.390 17 Nov 2025 to 16 Nov 2028

96,194

* The exercise prices of the share options are subject to adjustment in the event of any

capitalisation issue, rights issue, consolidation, sub-division or reduction of the share
capital of Bossini (other than issuance of Ordinary Shares as consideration in respect of

a transaction)

(d}  Total nil and 4,608,000 share options pranted were exercised during the year ended 31
December 2021 and 2022,

IA - 119



APPENDIX JTA ACCOUNTANT’S REPORT OF OUR GROUP

33.

PERPETUAL CONVERTIBLE BONDS

The perpetual convertible bonds issued are as follows:

As at 31 December
2020 2021 2022
HK$'000 HK$000 HK$'000

Perpetual convertible bonds 933,646 810,621 810,621

The perpetual convertible bonds were issued in 2013 in relation to the acquisition of

approximately 25.2% equity interest of Li Ning Co, which had no maturity date, were not

redeemable and the Group had no contractual obligation to deliver a variable number of its

own equity instruments.

Perpetual convertible bonds with principal amount of HK$205,400,000 and

HK$19,500,000 were converted into 632,000,000 and 60,000,000 Ordinary Shares during
the years ended 31 December 2020 and 2021 respectively. There was no conversion of

perpetual convertible bonds during the year ended 31 December 2022,

34.

RESERVES

(i) The amounts of the Group’s reserves and the movements therein for the current
and prior year are presented in the consolidated statement of changes in equity.

(ii) The share option reserve represents the fair value of share options vested which
are yet to be exercised, as further explained in the accounting policy of share-
based payments in Note 2.3. The amount will either be transferred to the share
premium account when the related share options are exercised, or transferred to
retained profits/accumulated losses should the related share options lapse or be
forfeited.

(iii) Pursuant to the relevant laws and regulations for wholly-owned enterprise, a
portion of the profits of the Group’s wholly-owned-subsidiary which is
established in mainland China has been transferred to reserve funds which are
restricted as to use.
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(iv) The hedging reserve includes the cash flow hedge reserve, see Note 18 for

)

(vi)

details. The cash flow hedge reserve is used to recognise the effective portion of

gains or losses on derivatives that are designated and qualify as cash flow

hedges. Amounts are subsequently either transferred to the initial cost of

inventory or reclassified to profit or loss as appropriate.

Exchange differences arising on translation of the foreign controlled entity are

recognised in other comprehensive income and accumulated in a separate reserve

within equity. The cumulative amount is reclassified to profit or loss when the

net investment is disposed of.

Reserve movement of the Company

As at 1 January 2020

Profit for the year and total comprehensive income for the year
Shares issued upon conversion of perpetual convertible bonds
Equity-seitled share option arrangements

Transfer of share oplion reserve upon the lapse of share aptions
Dividend paid

As at 31 December 2020 and 1 January 2021

Profiz for the year and total comprehensive income for the year
Share issued upon exercise of share option

Shares issued upon conversion of perpetual convertible bonds
Equity-seltled share option arrangements

Transfer of share option reserve upen the lapse of share options
Dividend paid

As at 31 December 2021 and | Janzary 2022
Loss and total comprehensive loss for

the period
Share issued upon exercise of share option

Equity-settled share option arrangements
Transfer of share option reserve upon the lapse of share options

As al 31 December 2022
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Share

premium  Share option  Accumulated
account reserve losses Taotal
HKS' 000 HK§'000 HEKS'ton HKS$'600
2,543,460 56,824 {2,444,136) 156,148
- - 282277 282,277
173,800 - - 173,800
- 5,862 - 5862
- (17,834} 17,834 -
(298,505) - - (298,505)
2,418,755 44,852 {2,144,025) 319,582
- - 1,385,824 1,385,824
46,207 (17,002} - 29,205
120,025 - - 120,025
- 33922 - 33,022
- (30,387) 30,387 -
(1,504,119} - - (1,504,119)
1,080,868 31,385 (721.814) 384,439
- - (168,484) {168,484)
47,207 (10,541) - 36,686
- 17,743 - 17,743
- {551) 651 -
1,128,045 37,936 {895,647 270,584
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35. NON-WHOLLY OWNED SUBSIDIARIES WITH MATERIAL NON-

CONTROLLING INTERESTS

Viva Qile Limited (formerly known as “LionRock Capital Partners Qile Limited™), a
non-whoelly owned subsidiary (51%), holds 51% equity interest of C&J Clark (Nol) Limited
(*“Clark”, together with its subsidiaries, the “Clark Group”). The details of non-

controlling interest of Clark Group are set out below:

2020 2021 2022
Percentage of equity interest held by non-

controlling interests N/A N/A T4%
2020 2021 2022
HK$000 HK$000 HK$°000
Profit allocated to non-controlling interest N/A N/A 91,756
Dividend paid to non-controlling interest N/A N/A 46,795

Accumulated balances of non-controlling interests
at the reporting date N/A N/A 2,396,105

The following tables illustrate the summarised financial information of Clark Group.

The amount disclosed are before any inter-company eliminations:

2020
HK$°000
Revenue N/A
Total cosis and expenses N/A
Profit after tax N/A
Total comprehensive loss N/A
Corrent assets N/A
Non-current assets N/A
Current liabilities N/A
Non-current liabilities N/A
Net cash flows from operating activities N/A
Net cash flows used in investing activities N/A
Net cash flow vsed in financing activities N/A
Net decrease in cash and cash equivalents
{including bank overdraft) N/A
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2021
HK$000

N/A
N/A
N/A
N/A

N/A
N/A
NIA
N/A

N/A
N/A
N/A

N/A

2022
HK$000

5,390,187
(3,057,481)
124,009
(397.452)

3,920,202
3,584,576
(3,604,069
(2,662,288)

490,614
{164,591)
{502,238)

(176,215)
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36. OPERATING LEASE ARRANGEMENT
As lessor

As at 31 December 2020, 2021 and 2022, the Group leased sports park facilities
and investment property to independent third parties under operating lease
arrangements, with each lease negotiated for a term of 1 to 10 years.

As at 31 December 2020, 2021 and 2022, the Group had total future minimum
lease receivables under non-cancellable operating leases with its tenants falling due as

follows:
As at 31 December
2020 2021 2022
HK$'000 HK$000 HK$'000
Within one year 11,394 7,821 6,494
In the second to fifth years, inclusive 6,389 11,305 12,544
Over five years 2,726 5,770 5,044

20509 24,896 24,082

37. COMMITMENTS FOR CAPITAL EXPENDITURE

As at 31 December 2020, 2021 and 2022, the Group had the following commitments
for capital expenditure:

As at 31 December
2020 2021 2022
HK$ 000 HK$ 000 HK$°000

Contracted, but not provided for:

Property, plant and equipment 10,026 101,944 81,733

Capital contribution/acquisition of joint
ventures/associates 17,349 19,847 17,604
27,375 121,791 99,337
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38. MATERIAL RELATED PARTY TRANSACTIONS

In addition to the transactions detailed in revenue, other income and other gains — net,

trade debtors and bills receivable and trade, bills and other payables disclosed in Notes 5, 21

and 25, the Group had the following material transactions with related parties in the

ordinary course of business during the Track Record Period:

For the year ended
31 December

2020 2021 2022

Notes HK$'000 HKS$'600 HK$'000

Marketing service income from associates (i) 199,695 229,106 237,752
Purchases from an associate (ii) 7,543 9,542 14,834
Sales of goods to an associate (iii) 3,974 67,637 239,679
Office and car-park rental expense to associates (iv) 1,947 2,589 9,978
Dividend received from associates (v} 68,058 82,247 167,92
Consuitancy and other service income from an associate (vi) 586 2,618 1,013
Sales of goods to a non-controlling sharcholder (vii) - 2,191 -
Consultancy fee paid to a non-controlling shareholder (viii) - - 6,972
Purchase from a non-controlling shareholders (ix) - - 42,360
Sales of goods to a joint venture (x) - - 31,354

(i

(ii)

(iii}

(iv)

v

{vi)

{vii}

(viil)

(ix)

Marketing service income from LN Group* and Double Happiness* in relation to some sports events
and competitions and the endorsement of brand products of LN Group* and Double Happiness*
managed by the Group received and receivable from LN Group* and Double Happiness*, was charged

in accordance with the terms negotiated between the related parties,

Cost of purchases in relation to brand preducts of LN Group* paid and payable to LN Group*, was

charged in accordance with the terms negotiated between the Group and LN Group*.

Sales of goods in relation to brand products of the Group received and receivable from LN Group*,

was charged in accordance with the terms negotiated between the Group and LN Group*.
During the years ended 31 December 2020, 2021 and 2022, the Group teased certain offices and car-
parking spaces from LN Group* and Double Happiness*. The lease rates were determined after

negotiations between the related parties with reference to current prevailing market rate.

The dividend received were made pursuant to the dividend rates proposed and declared by Li Ning

Co* and Double Happiness™*.

The consuitancy and other service income was charged in accordance with the terms of an agreement

entered into between the Group and an associate.

Sales of goods to a non-controlling shareholder of a subsidiary was charged in accordance with the
terms negotiated between the Group and the non-controfling shareholder.

The consultancy fee was charged in accordance with the terms of an agreement entered into between

the Group and the non-controlling shareholder.

Cost of purchase paid and payable were charged in accordance with the terms negotiated between the

Group and the non-controlling shareholder.
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39.

)

(a)

Sales of goods to a joint venture was charged in accordance with the terms negotiated between the

Group and the joint venture.

Mr, Li Ning and Mr. Li Qilin, the nephew of Mr. Li Ning, are common directors of the Company, LN
Group and Double Happiness.

Outstanding balances with related parties

Details of the Group’s material balances with related parties as included in

revenue, other income and other gains-net, trade debtors and bills receivable and trade,

bills and other payables are disclosed in Notes 5, 21 and 25.

(b) Compensation of key management personnel of the Group

Details of directors’ emoluments and highest paid individuals are included in

Notes 8 and 9, respectively.

All related party transactions set out in this note did not fall within the definition

of “connected transaction” or “continuing connected transaction” in Chapter 14A of
the Listing Rules.

BUSINESS COMBINATION AND DISPOSAL OF SUBSIDIARIES

(a)

In July 2020, the Group acquired 1,093,091,098 shares of Bossini, representing
approximately 66.6% of the entire issued share capital of Bossini as at 21 July
2020, for consideration of HK$46,620,000. Following completion, the Group
made a mandatory unconditional cash offer for all the issued shares of Bossini
and an offer to cancel all outstanding share options of Bossini. The Offers were
closed on 14 August 2020 and additional 748,148 shares were acquired for
consideration of HK$38,000. The Group holds approximately 66.5% of the total
number of issues shares of Bossini immediately after the close of the Offers.

Bossini and its subsidiaries are principally engaged in the retail and distribution
of casual wear garments.

Details of the purchase consideration, the net assets acquired and gain on bargain
purchase are as follows:

HK$°000

Purchase consideration
Cash paid 46,658
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The assets and liabilities recognised as a result of the acquisition are as follows:

Fair value

HKS$’000

Cash and cash equivalents 170,753
Restricted bank balances 57
Investment properties 205,100
Property, plant and equipment 24,593
Right-of-use assets 153,089
Trademark 14,000
Inventories 219,960
Prepayment, deposits, trade and other receivables 184,975
Financial assets at fair value through profit or loss 546
Deferred tax assets 389
Trade payables, other payables and accruals (173,021)
Borrowing (54,829)
Lease liabilities (273,064)
Financial liabilities at fair value through profit or loss (7)
Deferred tax liabilities (33,779)
Net identifiable assets acquired 438,771
Less: gain on bargain purchase (245,300)
non-controlling interest (146,813
46,658

The fair value of the acquired intangible assets, investment properties and
inventories of HK$14,000,000, HKS$205,100,000 and HK$219,960,000
respectively and deferred tax of HK$32,997,000 has been provided in relation to
these fair value adjustments,

Gain on bargain purchase was mainly due to the fact that the sellers had the
intention to exit from part of their investment in Bossini due to operational
reasons.

(i) Acquisition-related costs

Acquisition-related costs of HK$6,548,000 are included in administrative
expenses in profit or loss.
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(b)

(c)

(ii} Acquired receivables

The fair value of trade and other receivables is HK$63,022,000 and
includes trade receivables with a fair value of HKS$42,129,000. The gross
contractual amount for trade receivables due is HK$15,563,000 of which nil
is expected to be uncollected.

(iii) Non-controlling interest

The Group has chosen to recognise the non-controlling interest at the
proportion of net assets acquired shared by the non-controlling interest.

(iv) Revenue and profit contribution

The acquired business contributed revenues of HK$421,026,000 and net
loss of HK$72,724,000 to the Group for the period from the acquisition
date to 31 December 2020. If the acquisition had occurred on 1 Janvary
2020, consolidated revenue and consolidated profit after tax for the year
ended 31 December 2020 would have been HK$1,262,282,000 and
HK$912,789,000 respectively.

There was no business combination in the year ended 31 December 2021,

On 16 March 2021, Viva China Yangzhou Community Development Holdings
Limited (the “Seller™), a non-wholly owned subsidiary of the Company, entered
into the share purchase agreement with Yangzhou City Huacheng Property
Development Limited (the “Buyer™), pursuant to which the Seller agreed to sell
and the Buyer agreed to acquire the entire issued share capital in Yangzhou Viva
Property Development Limited (the “Target Company”), a non-wholly owned
subsidiary of the Group, at a consideration of RMB313.69 million.

In March 2021, the Seller has transferred 90% issued share capital of Target
Company to the Buyer in according to the terms of the Share Purchase
Agreement. The Transaction had been completed after the transfer of remaining
10% issued share capital of Target Company to the Buyer in October 2021, For
details, please refer to the announcements of the Company dated 16 March 2021.

Total cash consideration for the disposal was HK$375,801,000 (equivalent to
RMB313,690,000), net assets disposed of were HEK$319,722,000, exchange
fluctuation reserve previous recognised to the consolidated statement of profit or
loss of HK$3,212,000 was reclassified to the consolidated statement of profit or
loss resulting in a gain of disposal HK$52,867,000. Net cash inflow arising on
disposal of such was HK$364,186,000, net-off bank balances and cash disposal
of HK$11,615,000.
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(d) On 3 January 2022, the Group acquired 100% equity interest Viva China
Premivm Brands Limited (formerly known as Sitoy AT Holdings Company
Limited, “VC Premium”) at the consideration of HKS$1 and the post-closing
payment of EUR2,253,000 (equivalent to HK$19,894,000 as at the acquisition
date}. In addition, pursuant to the share purchase agreement, the inter-company
loans due to Sitoy Group Holdings Limited amounted to RMB40,643,000
{equivalent to HK$48,770,000 as at the acquisition date) would be repaid by the
Group as part of the consideration by January 2023. As at 31 December 2022,
the Group paid the consideration of HK$1, EUR2,253,000 and RMB32,661,000.
The remaining consideration of RMB7,982,000 were fully settled in January
2023. VC Premium became a wholly owned subsidiary of the Company and the
financial results were consolidated into the financial results of the Group since
January 2022.

VC Premium and its subsidiaries own a century-old Italian luxury leader label
brand, Amedeo Testoni (formerly known as “a. testoni”) and its diffusion line
“§29™ and are principally engaged in wholesale and retail of leatherware, fashion
garments and apparel.

Details of the purchase consideration and the net assets acquired are as follows:

HK$’000
Purchase consideration
Cash paid 59,085
Consideration payable 8,579
Total consideration 68,664
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Fair value

HK$'000

Cash and cash equivalents 23,366
Restricted bank balances 1,007
Trade and other receivables 20,343
Inventories 63,591

Financial assets at fair value through other

comprehensive income 8,280
Prepayments 5,723
Property, plant and equipment 16,266
Right-of-use assets 11,567
Deferred tax assets 2,146
Trade payébles and other payables (14,781)
Accrual (25,406)
Contract liabilities (3,991)
Bank borrowings (7,513)
Lease liabilities (23,973)
Deferred tax liabilities (1,139)
Net identifiable assets acquired 75,486
Less: non-controlling interest (6,670}
gain on bargain purchase 152
63,664

(i) Acquisition-related costs

Acquisition-related costs of HK$2,420,000 are included in administrative
expenses in profit or loss.

(ii) Acquired receivables

The fair value of trade and other receivables is HK$20,343,000 and
includes trade receivables with a fair value of HK$12,892,000. The gross
contractual amount for trade receivables due is HK$13,881,000 of which
HK$989,000 is expected to be uncollected.
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(e)

(iii) Non-contrelling interest

The Group has chosen to recognise the non-controlling interest at the
proportion of net assets acquired shared by the non-controlling interest.

(iv} Revenue and profit contribution

The acquired business contributed revenues of HK$76,769,000 and net loss
of HK$76,062,000 to the Group for the peried from the acquisition date to
31 December 2022.

On 2 July 2022, the Group acquired 51% equily interest Viva Qile Limited
{formerly known as “LionRock Capital Partners QiLe Limited”), which holds a
majority interest in Clark Group, Total consideration was GBP56,831,000
(equivalent to HKS$541,027,000), which equal to the principal of purchase
shareholder’s loan of GBP53,550,000 (equivalent to HK$509,796,000) and its
respective interest of GBP3,281,000 (equivalent to HK$31,231,000) payable by
LicnRock before the acquisition. The principal and its respective interest were
setting off against the subscription price payable, and the purchase shareholder’s
loan was deemed fully paid and satisfied in full and was termination upon the
completion of the acquisition, and Clark Group became an indirect non-wholly
owned subsidiary of the Company and the results were consclidated into the
financial results of the Group since July 2022,

Clark is principally engaged in wholesaling and retailing of a shoes and trading
in the brand name “Clarks”. Clarks brand has a history of nearly two hundred
years. Its main markets cover the UK, and the presence in the United States and
the Greater China region.

Details of the purchase consideration, the net assets acquired and provisional gain
on bargain purchase are as follows:

HKS$’000

Purchase consideration
Non-cash payment — settled by purchase shareholder’s loan 541,027
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The assets and liabilities recognised as a resuolt of the acquisition are as follows:

Fair value

HK$’000
Cash and cash equivalents 1,028,255
Trade and other receivables 856,197
Deposits 7,721
Inventories 3,432,662
Derivative financial assets 147,386
Prepayments 674,979
Property, plant and equipment 1,284,151
Intangible assets 381,990
Right-of-use assets 1,078,637
Defined benefit surplus 1,361,213
Deferred tax assets 2,612
Trade payables and other payables (2,455,384)
Accruals (490,324)
Contract liabilities (48,315)
Other liabilities (64,099)
Income tax payables (74,880)
Bank borrowings (579,987
Lease liabilities (1,404,092
Derivative financial liabilities (3,899
Deferred tax liabilities (168,017)
Defined benefit obligation 61,572)
Provision (197,432)
Net identifiable assets acquired 4,717,302
Less: non-controlling interest (3,220,081)
provisional gain on bargain purchase* (956,194)
541,027
* Clark Group encountered difficulties in refinancing in 2020. The gain on bargain purchase is

mainly due to the fact that the Clark Group’s shareholders were willing to exit from part of

their investmemts at a large discount on considerations in order to solve liguidity issues and

avoid bankruptcy.

(i) Acquisition-related costs

Acquisition-related costs of HK$21,228,000 are included in administrative

expenses in profit or loss,
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(i) Acquired receivables

The fair value of trade and other receivables is HK$856,197,000 and
includes trade receivables with a fair value of HKS$799.,043,000. The gross
contractual amount for trade receivables due is HK$934,755,000 of which
HK$155,712,000 is expected to be uncollected.

(iii) Non-controlling interest

The Group has chosen to recognise the non-controlling interest at the
proportion of net assets acquired shared by the non-controlling interest.

(iv) Revenue and profit contribution

The acquired business contributed revenues of HK$5,390,187,000 and net
profit of HK$170,579,000 to the Group for the period from the acquisition date
to 31 December 2022. If the acquisition had occurred on 1 January 2022,
consolidated revenue and consolidated profit after tax for the year ended 31
December 2022 would have been HK$10,505,615,000 and HK$654,280,000
respectively.

40. ASSETS AND LIABILITIES CLASSIFIED AS HELD-FOR-SALE

(a)

(b)

Assets of disposal group classified as held-for-sale

As at 31 December
2020 2021 2022
Notes HK$000 HK$000 HK$'000

Investment properties b - 184,730 -
Stock of properties (a) 305,411 - -
Other receivable (a) 640 - ~
Total 306,051 184,730 =

Liabilities of disposal group classified as held-for-sale

As at 31 December

2020 2021 2022
Note HK$°000 HK$000 HK$°000
Other payables {a) 39 - -
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Notes:

(@)

(b)

As at 31 December 2020, the assets and liabilities classified as held for sale was related to
Yangzhou Viva Property Development Limited (the “Target Company™), a non-wholly owned
subsidiary of the Group.

In the fourth quarter of 2020, the management of the Group decided to sell a parcel of vacant
land adjacent to Yangzhou Li Ning Sports Park which was originally acquired for commercial
and residential development of Yangzhou sports community. The Group had initiated a
program to locate a buyer for selling the Target Company which held the vacant land.
Therefore, the associated assets and liabilities were presented as held for sale in the financial
statements as at 3] December 2020,

COn 16 March 2021, Viva China Yangzhou Community Development Holdings Limited (the
“Seller”), a non-wholly owned subsidiary of the Company, entered into the share purchase
agreement with Yangzhou City Huacheng Property Development Limited (the “Buyer”),
pursuant to which the Seller agreed to sell and the Buyer agreed to acquire the entire issued
share capital in the Target Company at a consideration of RMB313.69 million.

In March 2021, the Seller has transferred 90% issued share capital of Target Company to the
Buyer in according to the terms of the Share Purchase Agreement. The Transaction had been
completed after the transfer of remaining 10% issued share capital of Target Company to the
Buyer in October 2021,

For details, please refer to the announcements of the Company dated 16 March 2021,

Total cash consideration for the disposal was HK$375,801,000 (equivalent to
RMB313,690,000), net assets disposed of were HK$319,722,000, exchange fluctuation reserve
previous recognised to the consolidated statement of profit or loss of HK$3,212,000 was
reclassified to the consolidated statement of profit or loss resulting in a gain of disposal
HK$52,867,000. Net cash inflow arising on disposal of such was HK$364,186,000, net-off
bank balances and cash disposal of HK$11,615,000.

On 30 December 2021, Rapid City Limited (“Rapid City”, a wholly owned subsidiary of
Bossini), Shine Wealthy Limited (“Shine Wealthy”, an independent purchaser) and Knight
Frank Hong Kong Limited (the “Agent”) entered into two provisional sale and purchase
agreements (the “Provisional Agreements”) for the sale and purchase of two properties held
by Rapid City at the aggregate consideration of HK$184,729,500. Pursuant to the terms of the
Provisional Agreements, Rapid City and Shine Wealthy entered into the formal agreemenis on
13 January 2022. The transaction was completed on 15 March 2022, Therefore, the associated
assets were presented as held for sale in the financial statements as at 31 December 2021.

Details of the above were set out in Bossini’s announcements dated 30 December 2021,
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41. PARTICULARS OF SUBSIDIARIES

The following is a list of the principal subsidiaries:

Percentage of altribulable equity Jnlerest

Place and daie of As al the
Tncorporationfestablishment  Peinelpal acthvities and plate of Reglsleredfissued At 91 31 Decerber date of this
and kind of legal entity aperalion caplisl W W w32 report Mo
Uirertly held:
¥iva China Development Limited BYIS Sepiember 2000 Limied lovesiment bolding/Hong Kong UssiE  100.00% 100.00% 100.00% 100.00% {2
lizbility company HK$2,079,000,000¢
usslg
HK$2.079,000.000
Wioner Rich Invesment Limited Hong Koogl8 July 2010 lovestment holding! HESH 100.00% 1H.00% 100.00% 100,008 &
limited liabify campany Hoog Xong HKn1
Viva China Sperts Halding Limited Hong Kongrd® Ociober 2009 lovestment holdingMong Kong KK$5200007  100.00% 1H.00% 100.00% 100.00% {3
limited lisbiby company HK$§520,000
Viva Chita Commuaily Development Heldings Limiled BYY]2 November 2010 lovestment boldingong Kong ussl;  100.00% 100.00% 100.00% 100.00% £
limited liability campapy Ussi
Indiceclly beld:
Viva China Premier Fropenics Limiled BYYI? Junc 2021 lavesiment boldingfHong Kong ussi? NA 100.00% 100.00% 0.00% ()
limited liability company Uss1
¥iva China Consumables Limited BYI26 May 2011 lovestment holdieg/Hong Xeng ussy  100.00% 100.00% 100.00% jon.o0% ()
limived liability campany Uss!
Dragon Leap Development Linited BYI2! Jun 2018 lavesiment holdingfHeng Kong ussif £0.00% B0.00% §000% 100004 21
limited liability company usst
REMTEATHARARLT FRC/9 August 2015 Invesiment bolding! RMBISO.000.L0  100.00% 100.00% 100.00% 10000% {0
limited liability company PRC RMB150,000,080
RHSY R R AARAT PREALS Febeuary 2017 lnvesiment boldingl RMBICOG00.000  100.00% 1000% 100.00% 100.00% (4
Timined liability company PRC RM338,000,000
BEMELARFRNCEESRESREDO RO/ Fodnary 2016 Limited Pantnershipt RMBIZS 000000 100.00% 100.00% 100.00% 100.00% (D
(HRAY) lusited lisbility company PRC RMB135,000,000
BAGEANR XL E RO RAMAT) PRC/29 September 2015 Retalting 2nd distribution of RMBIOMOOO0  100.00%  100.00% 100.00% [LudiliC 3]
limited liability company gamenty! RMB500,000
PRC
AR RS R R PRCAID Augost 2015 Rea! estate developmeat and saled/ RMBO.000000/  TO00% MA NA NA {10
limited liability company PRC RMB210.000,000
BHEAREREARLR PRE/I? March 2013 Spors park management and RMBIOOSO  100.00% 100.00% 160.00% 100.00%  (§)
limiled liability company aperation/PRC RMBI0.000
HF AN S EEmATE PRC/30 Golober 2017 Sports patk management and RMBIO00000F  100.00% 100.00% 100.00% 100005 (7
limited liability cempany aperation/PRC RME1.000.000
XBNEREH LS RARRELD PRCA November 2018 Sports park management and RMBILOOOO0E 70005 100.00% 100.00% 100.0% (%
limited liahility company operation/PRC RMEL000.000
EAANRFRROLMHRLE PRC/AI Tanuary 2010 Sports talent masnagement.campetition RMBELSD000.000  100.00% 100.00% 100.00% 10005 (%
limited lizbility company ~ and event production and RMBI03,100,000

managementand sporis-related
markedng and consuliancy

servicefPRC
ARG LBIRETEARLT BRCH Augusl 202 Preperty holding/PRC 202: NA 100 0% 100.00% 0005 (2
limited liabilny company RMBI07.000,080f
RAB207.000.000
0
RMB258, 100,000/
RMB258.1 00,000
FEREMRUSER A PRC2S Seplember 2013 Preductien and disiribution ef speris RMBI00.000 20.00% 99.00% 55.00% 55.008  (Mn
limited [iability company conteat, manigement and RMED
marketing of sports talentsfPRC
RERBGONARSRARLT PRCI2Y February 2008 Operatint of ice skaling Hoks/PRC RMBIIILIEH  100.00% 100.005- 100.00% 06008 (2
limited liabiliy company RMB14,312.160
BERD( LY AN RRESRET PRCHE November 2015 Operation of ice skaling riaks/PRC RMBS Q00,0004 100.00% 100.00% 190.00% 0000 [y
limiteg lisbilily company RMBS,000,000
ERRREORRERITLY PRCIS March 2012 Openaiion of ice skaling tioks/PRC RMBS. 00000/ 100.00% 100.00% 100.00% 100.00% (2
limiled lishilily company RMBS.060,000
FRFRNEEHALE PRCIZE October 2020 Manafacruring of shocsPRC RMBAS.000000  70.00% 0005 0.00% 0005 (1)
Jimited liabilily company RMB35,000,000
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Percenlage of atiributable eqoity inlerest

Place ang date of As at the
incorporationfestsblishment  Princlpsl activities and place of Regisleredfissued At at 31 December dste of this
4od kind of legal eatily speralion capital Ht 202 un repoet Nodcs
Active Link Limited Hong Koogf2? March 2000 Retailing and distribution of HK$3,000,000/ 6654% 0.65% SE41% 56418 (1D
Timied liabifiy company germenisHong Kong KK$5,000,000
Bossini Clothing Limited Hong Keogf29 May 1598 Retailing and distribution ef L2 §6.53% 065% 56418 5641% (12
limited Nability company purments! HK$Y
Heog Kong
Bossini Distribution Limited Hong Kongrl4 April 2005 Relailing and distribulion of HK 66538 1085% $641% 1631 (1
Timited ability company germenisHong Kosg HXS1
Bossini Enterprises Limiled Hoog Kongt November 1997 Relailing and distribulion of HE3Y 86544 10.55% $6A1% LLXTL IiH]
Timited abiliny company germenls’Hong Kong HXS2
Bossioi Oamay Interastional Limited Rocg Keaglt? May 1998 Relailing and distibution of HE$Y 66.54% 10.65% S6A1% S841% (i
limited liability company germenisiHong Kong Hxs2
Bossini Garmeal Limited Hoop Xengl2d May 1998 Distribution of garmenisfHong Koog HE$H 66.54% 065% $641% S641% (i)
limifed lisbility company Hxs2
Bossini Investmenl Limiled BYU31 Aupust 1993 Invesiment belding/Hong Kong Uss1928/Us811928 66.54% T0.65% $641% %414 {2

limited lisbility company

Bogsini Inlernativaal Heldings Limiled Bermudafl$ July 1993 Investment baldingHang Kong 020 & 1ML 6654% 065% S641% 641% (2
limited lishility company HES 383,000
HK$!64.383.000
i
HKI147.035,809¢
KK5247,035,800

Bassini Retnil] Limited Haog Koagh5 Pecember Retailing and distribution of HR$Y  g654% H0.65% Sed1% So0% (13
1957 garmenis’Hoog Kong HX52

Jimited lighility company

Bright Swar Fashion Limited Macaw/I8 Tanuary 2007 Retailiog #od distribution of MOPS 25000 66.54% 065% §ed1% 41% (2
limiled ligbiliy company gammeatslacay MOPS25,000

Guangzhou Baeshilonp Indosiry Co.Lid. PRC/H July 1991 Retailing and distribution of RMBLOIDOOO 66.54% T065% 5641% A% (13
(AR NERERRAT) Limiled ligbility company parmentsPRC RMB1,010,000

Guangthou Fu Bae Long Trading Company L. PRCIS Noverber 2010 Retailing and distributicn of RMBE, 600,000/ 66.54% 065% 6d1% sedlE (13
(B ERRERBAR L) limiled Tisbitily company garmentsPRC RAIBI48,000,000

I & R Bossind Fashion Pie. Lud. Singapore/10 December 1986 Rerailing and distibution of 552,000,000 66.54% T0.65% 5641% edlE (M
Limited Tiability company gameats/Singapore $G$2,000,000

Lead Commence Limited Hong Kongt1B February 1998 Retailing and disuibulion of HKS2 6E.34% T0.65% Jo41% S641% (1
limited liability company garmentdHong Kong HES$2

Rapid City Limited Heng Kong2? May 1998 Froperty holding and lewing! HKSH# 66.54% T0.65% $641% 56.41% (12}
limited linbility company Hong Kong HER

Viva China Premium Brands Limited Hong Koogf30 August 2018 Tovesmeol hoMingMoog Koap HRSVHES1 NA NA 1H.E0% 100.00%  (16)

limited liabifiy campany

a. Testoni 5.p.A 1Ulyf21 Febary 1989 limited Szkes of footwear and EDRS,016, 542/ NA N& 100.00% 100.00%  {ig)
Tiahility company leather goodillaly EURS.018.542
4. Testoni Hong Koog Limited Hogg Koogl24 February 1984 Sakes of foctwear and HK31,000,000/ NA NA 100.00% 10000%  {7&)
limited Labiliy company leather govditong Kong HK$1,000,000
A, Tesloni Japan Co, L1d. Tapan/ 14 February 1986 Sales of loolwear and IPY50,000,000/ NA NA 100.00% 10000% (2
limited Liability company teather govdfiapan JPY 50,000,000
2. Teuoni Korea Co., LId. Koreaf2§ Avgust 1993 limited Sales of foolwear and RWD 142,860,000/ NA N& 100.00¢ 100004 2
liability company leatber goad/Xotea KWL 152,850,000
Viva Qite Limited ifermedy knewn as “LiooRock BV Seglember 2020 Insesiment holdingiHong Xong GBP100,000,00) A Ha 51.00% 100005 (2
Capital Partners QiLe Limned™y limited Jiabiliy company GBPI00.000.001
C&) Clak (No 1) Limited UKA April 1997 Investment bolding/UR OBRIOY/ Na HA 26015 51.00%
limited Jiability company GBPITD
C&I Infernations] Limijted UKNT lly 1915 Sales of footwsar/UX GBP18.028.201 Na NA H% 51.00%
limited liability cempany GDPIB 025,202
C&) Clafk Reuit, Tne USAT December 1971 $ales of fomweantlU3a L353.000 Na NA 601% 0%
limited liahidity company U55),000

IA - 135



APPENDIX IA ACCOUNTANT’S REPORT OF OUR GROUP

Percentage of atiributable equlty fnteres!

Place and dai¢ of As 3t the
Incorporationfestablshment  Princpal actlsitles and place of Registeredi As at 3] December dale of this
and kind of legal enlity operalion fsued capital 1020 U] ik repart Noves
C. & 1 Cluk America, Inc. USAST December 1997 lmited Sales of footweacfUSA ussiam NA NA 601% S1.00%
liabilily company Ussim
C & I Cluk China Trading Company Limited PRCI6 July 2004 limited Stks of footwearfPRC US55200,000/ NA A W601% 3.00%
liabilily company U$5200.000
€. & ). Clark Canada Limited Canadaf26 November 1379 Seks of foctwear/Cacada CAD62, 300/ NA NA 2601% $1.00%
|imited Jiability company CADE2300
Clarks Japan Cempany Limittd Tapanf12 Dreember 1983 Sales of foolwearfapan JPY¥E0,000,080/ NA NA 801% $1.00%
limited lisbility company IPYRIL000.000
Clarks Shoes Yeruiehs GmbH Germany/22 May 1978 Limited Sales of foolwtariGermeny EURIL2,000/ NA NA 601% $1.00%
Tiahility company EURLS12.600
€ & T Clark Latin America, Ine USANS Jaouary 2014 limited  Sales of foolweat@USA ussi NA LE) 2601% $1.00%
cempany usst
C & I Clark (M Sdo Bhd Maluysind19 Decemiber 2003 Sales of footwearfialuysia MYR$00,000/ NA HA 2601% $1.00%
liability company MYRS00,000
C & I Clark i5) Pre. Lid Singapore!19 December 2005 Sales of foolw tar/Singapare SGD300,000/ HA Na 2601% $1.00%
limited Fability company 5GD300,000
Clarks $hoes Benelur BY Neersndsf2d April 1980 Sales of oolw ratfNetberlands EURIIIALS NA K& 2601% 31.00%
limited Fability company EURLILHS

Notes:
(1)  All companies comprising the Group have adopted 31 December as their financial year end date.

(2) No statutory audited financial statements were issued for these companies as there is no statutory
requirement in their respective places of incorporation.

(3)  The statutory audited financial statements of these companies for the years ended 31 December 2020
and 2021 were audited by PricewaterhouseCoopers.

(4)  The PRC statuiory audited financial statements of these companies for the year ended 31 December
2020 were audited by RSM China (&S TS BHATHRSESHE)). No stawtory audited
financial statements were issued for these companies for the year ended 31 December 2021 as there is
no statutory requirement in their respective places of incorporation.

(3)  The statutory audited financial statements of HRIITTIEFURE EEEBEAR AT for the years
ended 31 December 2020 and 2021 were audited by Shenzhen Zhongrui Huazheng Certified Public
Accountants (general Parinership) (Y PREESETEEBET(EESE)).

(6) The statutory awudited financial statements of these companies for the years ended 31 December 2020
and 2021 were audited by Yangzhou Depu Certified Public Accountants (General Partnership) (B
BT E ST (EASE)).

) The statutory sudited financial statements of ESITIERLBEEBEAMRAT for the years ended 31
December 2020 and 2021 were audited by Shandong Hongcheng Accounting Firm Co., Lid. (LR
BEEMEBRERAT).

(8)  The statutory audited financial statements of RITTEIEME W EBEANRRBRIAFT for the years
ended 31 December 2020 and 2021 were audited by Tianjin Lixin Accounting Co., Lid. { KB {EE
BB AERAT.

(9)  The statutory andited financial statements of FEFLEMEEBE(IEFK)BRAFT for the years ended
31 December 2020 and 2021 were audited by Jingzhou Accountant Affairs Office Co., Ltd. (&t
FTE BRI A R R L),
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(10) The statntory audited financial statements of E¥EREMMEAERRAT for the years ended 31
December 2020 and 2021 were andited by Shanghai Yongfan Certified Public Accountants (General
Partnership) (LK@ H VI (B EH) ).

(11) The statutory andited financial statements of FEBERNEHERMAT for the vear ended 31
December 2021 were andited by RSM China (FH &M HBAT(FHRSHESHE)D.

(12) The statutory andited financial statements of these companies for the years ended 30 June 2020 were
audited by Ernst&Young. The statutory audited financial statements of these companies for the
18-month period ended 31 December 2021 were vet to be issued.

(13) The statutory audited financial statements of these companies for the vears ended 31 December 2020
and 2021 were audited by BDI4China Shu Lun Pan Certified Public Accountants LLP Guangdong
Branch.

(14) The statutory audited financial statements of J & R Bossini Fashion Pte. Lid. for the years ended 30
June 2020 and the 18-month period ended 31 December 2021 were audited by Ecovis International.

(i5) The statotory audited financial statements of EHIFEFLEMERBERAT for the years ended 31
December 2020 were audited by LR B ENBBEHIETRELLE.

{16) The statutory audited financial statements of these companies for the years ended 30 June 2020 and
2021 were audited by Ernst & Young.

The statutory audit reports of financial statements of all the above companies for the
year ended 31 December 2022 has not been issued.

Apart from BRIEWZBIFFLERBE CEZREREEEDL(EREH) being
registered as limited partnership, all the other principal subsidiaries of the Company are
registered as limited liability companies.

The above table lists the subsidiaries of the Company which, in the opinion of the
Directors, principally affected the results for the year or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries would, in the opinion of the
Directors, result in particulars of excessive length.

42, AMOUNTS DUE FROM/TO SUBSIDIARIES - THE COMPANY

Except for the non-current portion of an amount due to a subsidiary which the
Company does not expect to repay within one year, balances with subsidiaries are
unsecured, interest-free and repayment on demand.

43. INVESTMENTS IN SUBSIDIARIES - THE COMPANY

As at 31 December
2020 2021 2022
HK$’000 HK$’000 HK$000

Investments at cost
Unlisted shares 1,376,837 1,376,837 1,376,837

Particulars of the Company’s subsidiaries are set out in Note 41.
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44, FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to financial risks through its use of financial instruments in its
ordinary course of operations and in its investment activities. The Group does not have
written risk management policies and guidelines. However, the board of directors of the
Company meets periodically to analyse and formulate measures to manage the Group’s
exposure to market risk (including foreign currency risk, interest risk and other price risk),
liquidity risk and credit risk. Generally, the Group employs a conservative strategy
regarding its risk management, The Group enters into derivative transactions, including
principally forward currency contracts. The purpose is to manage the foreign currency risk
arising from the Group’s operations. The most significant financial risks to which the Group
is exposed are discussed below.

Interest rate risk

Interest rate risk relates to the risk that the fair value or cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The Group has
interest-bearing assets and liabilities in relation to cash and cash equivalents and bank
loans, details of which are disclosed in Notes 23 and 28, respectively, to the financial
statements. The Group has not used any financial instrument to hedge potential
fluctuations in interest rates. The exposure to interest rates risk for the Group’s cash
and cash equivalents and bank loans are considered minimal.

As at 31 December 2022, the Group has bank borrowing with floating rate of
HK$302,478,000 (2021: Nil). If interest rate increase/decrease by 1%, the pre-tax
result of the Group would be decreased/increased by HK$3,025,000 (2021: Nil).

Foreign currency risk

Foreign currency risk refers to the risk that the fair value or future cash flows of
a financial instrument {excluding investment in associates} will fluctuate because of
changes in foreign exchange rates. The Group operates in the UK, USA, mainland
China, Hong Kong, European and Asian countries. Most of the Group’s sales are in
GBP, US$, EUR, RMB and HK$. The Group invested into various bank deposits
mainly denominated in GBP, US$, EUR, RMB and HK$.
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The Group’s exposure to foreign currency risk arising from monetary assets and
liabilities denominated in a currency that is not the functional currency of the relevant
group entities at the end of the reporting period, expressed in HKS, was mainly as
follows:

As at 31 December
flie]] 021 b FH)
RMB GBP EUR US$ RMB GBP EUR [ RMB GBP EUR Us$
HKS000  HKS'000  HKS000  HKS'00D HKS'000 HKS'00D HKS'00 HKS000 HKS'000  HKS'GO0  HKS000  HKS'000

Cash and cash

equivilens 13478 269,484 - - 104,193 15,794 B - SN w986 2331 401,786
Trade receivables - - - - - - - - - - 62,103 -
Financia! assets at

fair value through

prafit or luss - AN - - - BN - - - - -
Trade payables - - - - - - - - (588D - - (3903

It is the Group’s policy to enter into forward currency contracts to mitigate
foreign currency risk arising from material transactions.

The Group uses foreign currency forwards to hedge its exposure to foreign
currency risk. Under the group’s policy, the critical terms of the forwards must align
with the hedged items.

Sensitivity analysis

The sensitivity analysis below have been determined based on the exposure to
foreign cuirency risk at year end date.

If RMB appreciates/depreciates against HK$ by 5%, the pre-tax results of the
Group would be increased/decreased by approximately HK$6,287,000 and
HK$3,210,000 for the years ended 31 December 2020 and 2021 respectively.

If RMB appreciates/depreciates against HK$ by 5%, the pre-tax results of the
Group would be decreased/increased by approximately 1,087,000 for the years ended
31 December 2022.

If GBP appreciates/depreciates against HK$ by 5%, the pre-tax results of the
Group would be increased/decreased by approximately HK$22,663,000,
HK$29,674,000 and HK$42,991,000 for the years ended 31 December 2020, 2021 and
2022 respectively.

If EUR appreciates/depreciates against GBP by 5%, the pre-tax results of the
Group would be increased/decreased by approximately nil, nil and HK$4,187,000 for
the years ended 31 December 2020, 2021 and 2022 respectively.

If USS appreciates/depreciates against GBP by 5%, the pre-tax results of the

Group would be decreased/increased by approximately nil, nil and HK$26,181,000 for
the years ended 31 December 2020, 2021 and 2022 respectively.
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Credit risk

Credit risk refers to the risk that the counterparty to a financial instrument would
fail to discharge its obligations under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s exposure to credit risk mainly arises from
granting credit to customers in the ordinary course of its operations. The carrying
amounts of trade debtors and bills receivable, deposits and other receivable carried at
amortised cost and cash and cash equivalents included in the face of the statements of
financial position represent the Group’s maximum exposure to credit risk in relation to
its financial assets.

The Group generally has established long-term and stable relationships with its
customers, The Group has policies in place to ensure that sales of products are made to
customers with an appropriate credit history. The Group generally allows credit period
of one month extending up to six months to its major trade customers. The credit risk
of other receivables arises from that borrowers fail to repay loans on time. The Group
has assessed the historical payment pattern and credit status of each borrower and the
value of the collaterals has been taken into account when calculating the allowances of
expected credit loss. The Group’s historical experience in collection of trade and other
receivables falls within the recorded allowance and the directors are of the opinion that
adequate allowance for credit loss for uncollectible receivables has been made in the
consolidated financial statements.

The Group maintains its cash and cash equivalents with reputable banks in
mainland China and Hong Kong, therefore the directors consider that the credit risk for
such is minimal. The credit and investment policies have been followed by the Group
since prior years and are considered to have been effective in limiting the Group’s
exposure to credit risk to a desirable level.

Impairment of financial assets

The Group applies the expected credit loss model to financial assets measured at
cost, including trade debtors and bills receivable, deposits and other receivables and
cash and cash equivalents.

Impairment on trade debtors and bills receivable is measured as the simplified
approach permitted by HKFRS 9, which requires expected lifetime losses to be
recognised from initial recognition of the receivables, and deposit and other
receivables is measured as either 12-month expected credit losses or lifetime expected
credit losses, depending on whether there has been a significant increase in credit risk
since initial recognition. To assess whether there is a significant increase in credit risk,
the Group compares the risk of default occurring on the asset as at the reporting date
with the risk of default as at the date of initial recognition by considering available,
reasonable and supportive information,
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Trade debtors and bills receivable, and deposit and other receivables are written
off when there is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, 'significant financial
difficulties of the debtor, probability that the debtor will enter bankruptey or financial
recrganisation, default or delinquency in payments, and the failure of a debtor to
engage in a repayment plan with the Group.

While cash and cash equivalents are also subject to the impairment requirements
of HKFRS 9, no impairment loss was identified.

Trade debtors and bill receivables

To measure the expected credit losses, trade debtors and bills receivable have
been grouped based on shared credit risk characteristics and the days past due.

Less than Jtob More than
3 months months 6 months
Current past due past due past due Total
31 December 2020
Expected loss rate 0.2% 2.5% 13.3% 84.8% 16.5%
Gross carrying amount
(HK$000) 61,610 13,858 8,319 15,452 99,239
Loss allowance
(HK$000) {132 (340) (2,770) (13,110 (16,352)
61,478 13,518 5,549 2342 82887
31 December 2021
Expected loss rate 02% 0.3% 154% 97.2% 6.5%
Gross carrying amount
(HK$'000) 77,623 18,208 2,598 6,325 104,754
Loss allowance
(HK$000) {158) (53) (400) (6,147) (6,758)
77,465 18,155 2,108 178 917,996
31 December 2022
Expected loss rate 0.1% 0.1% 25% 22.8% 1.2%
Gross carrying amount
(HK$'(00) 584,222 216,442 29,886 39,224 869,754
Loss allowance
(HK$'000) (449) (134) (759) (8,934) (10,276)
583,773 216,288 29,127 30,200 859,478
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The movement of loss allowances for trade debtors and bill receivables during
the Track Record Period is as follows:

For the year ended 31 December
2020 2021 2022
HK$000 HK§'000 HK$'000

At the beginning of the year 20,758 16,352 6,758
Net credit loss allowance (reversed)/recognised {3,765) (9,893) 4,116
Currency translation difference 1,359 29% (598)
At the end of the year 16,352 6,758 10,276

Deposits and other receivables

The management of the Group makes periodic collective assessments as well as
individual assessment on the recoverability of deposits and other receivables based on
historical settlement records and past experiences locking forward, The Group
measures credit risk using probability of default (“PD"), which is similar to the
approach used for the purposes of measuring expected credit loss (“ECL”) under
HKFRS 9.

. Deposits and other receivables that are not credit-impaired on initial
recognition are classified in ‘Stage 1° and have their credit risk
continuously monitored by the Group. The expected credit loss is measured
on a 12-month basis.

. If a significant increase in credit risk (specifically, when the debtor is more
than 1 day past due on its contractual payments) since initial recognition is
identified, the financial instrument is moved to ‘Stage 2' but is not yet
deemed to be credit-impaired. The expected credit loss is measured on
lifetime basis.

. If the financial instrument is credit-impaired (specifically, when the debtor
is more than 90 days past due on its contractual payments), the financial
instrument is then moved to ‘Stage 3'. The expected credit loss is measured
on lifetime basis.

In view of the history of cooperation with the debtors and collection from them,
deposits and other receivables of approximately HK$118,983,000, HK$1259,937,000
and HK$236,673,000 are classified in Stage 1 as at 31 December 2020, 2021 and 2022
respectively and the credit risk inherent in these other receivables is not significant.
The average loss rate of 2%, 2% and 1% respectively was applied as at 31 December
2020, 2021 and 2022.
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For the remaining deposits and other receivables of approximately
HK$113,236,000, HK$93,735,000 and HK$92,550,000 as at 31 December 2020, 2021
and 2022 respectively, it was classified in Stage 3 and the loss allowance associated
with these deposits and other receivables was approximately HK$93,505,000,
HK$93,735,000 and HK$92,550,000 as at 31 December 2020, 2021 and 2022
respectively.

The movement of loss allowances for deposits and other receivables during the
Track Record Period is as follows:

For the year ended 31 December
2020 2021 2022
HK$060 HEK$000 HK$000

At the beginning of the year 88,166 94,336 96,013
Net credit loss allowance recognised 6,039 1217 301
Currency translation difference ’ 631 45( (i,193)
At the end of the year 94,836 96,013 95,321

Liquidity risk

Liquidity risk relates to the risk that the Group will not be able to meet its
obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Group is exposed to liquidity risk in respect of settlement
of trade payables, other payables and accruals and bank loans, also in respect of its
cash flow management.

The Group’s objective is to maintain an appropriate level of liquid assets and
committed lines of funding to meet its liquidity requirements in the short and longer
term. The Group manages its liquidity needs on a consolidated basis by carefully
monitoring scheduled debt servicing payments for long-term financial liabilities as well
as forecast cash inflows and outflows due in day to day business. Liquidity needs are
monitored in various time bands, on a day to day and week to week basis, as well as
on the basis of a rolling 3 months projection. Long-term liquidity needs for a 180-day
and 365-day lockout period are identified monthly. Net cash requirements are
compared to available funds in order to determine headroom or any shortfalls. This
analysis shows if available funds are expected to be sufficient over the lookout period.
The Group maintains cash and short-term bank deposits to meet its liguidity
requirements for 90 days to 365 days at a minimum. Funding for longer term liquidity
needs is additionally secured by an adequate amount of borrowings and the ability to
sell longer term financial assets. The Group’s liquidity is mainly dependent upon the
cash received from its trade customers.
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The directors of the Company are satisfied that the Group will be able to meet in
full its financial obligations as and when they fall due in the foreseeable future. The
liquidity policies have been followed by the Group since prior years and are
considered to have been effective in managing liquidity risks.

Apart from the non-current bank loan disclosed in Notes 28 for the financial
statements, the maturity profile of the Group’s major financial liabilities as at the end
of the reporting period, based on the contractual undiscounted payments, is within one
year or on demand and the contractual undiscounted payments approximate to their
carrying amounts,

The Group considers expected cash flows from financial assets in assessing and
managing liquidity risk, in particular, its cash resources and other liquid assets that
readily generate cash. The Group’s existing cash resources and other liquid assets
significantly exceed the cash outflow requirements.

As at 31 December 2020, 2021 and 2022, the Group has bank facilities of
HK$1,256,000,000, HK$205,890,000 and HK$2,614,763,000 of which nil,
HKS$193,138,000 and HK$1,828,321,000 remained unutilised at 31 December 2020,
2021 and 2022 respectively.

The following table shows the remaining contractual maturities at the end of the
year, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rate) and the earliest date the Group can be
required to pay:

As at 31 December 2020
More than  More than

1 year but 2 years but Total
Within less than less than Over  conlractual Carrying
1 year 2 years § years 5 years  cash flows amount

HES§"00% HEK§ 00 HK$'000 HE$"000 HK$'000 HKS$'000

Non-derivative financial

liabilities
Trade payables 112,493 - - - 112,453 112,493
(Other payables and accruals 240,947 - - - 240,947 240,947
Bank borrowings 36,951 1,292,951 - - 1,328,902 1,256,000
Lease liabilities 155,922 82,277 96,428 205,273 539,500 408,788
Derivative financial liabilities
Forward cumency contract 456 ~ - - 456 456

As at 31 December 2021
More than  More than

1 year but 2 years but Total
Within less than less than Over  contraclual Carrying
1 year 2 years 5 years 5 years  cash flows amount

HKS 000 HE$'060 HKS 000 HK$'000 HK§'000 HE§ 000

Non-derivative financial

liabilities
Trade payables 233,478 - - - 233,478 233,478
Bills payables 11,693 - - - 11,693 11,693
Other payables and accruals 322,222 - - - 322,222 322,222
Lease liabilities 169,900 135,007 206,922 197,255 709,088 486,319
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Non-derivative financial
liabilities

Trade payables

Bills payables

Other payables and accruals

Bank borrowings

Lease liabilities

Financial guarantee contragt to
a joint venture

Derivative {inancial liabilities

Derivative financial instruments
- forward exchange
contract cash flow hedges

— Net settled (foreign currency
forwards ~ cash flow
hedges)

Derivative financial instruments
- forward exchange
contract not qualified for
hedge accounting

— Net settled (foreign currency
forwards - not qualified for
hedge accounting)

2022

More than  More than
1 year but 2 years but Total Carrying
Within less than less than Over  contractual  amount at
1 year 2 years § years 5 years  cash flows 31 December
HE$000 HES$'000 HKS$'000 HE$ 000 HK$'000 HK3"000
2,090,720 - - - 2,080,720 2,080,720
14,812 - - - 14,812 14,812
1,043,589 - - - 1,043,389 1,043,589
82,958 26,980 355,646 - 465,584 344,130
631,503 466,886 703,079 401,304 2,203,272 1,957,299
94,293 - - - 94,293 94,293
25,226 11,469 - - 36,695 36,695
3219 - - - 3,219 3,219

Fair value risk and disclosures

At 31 December 2020, 2021 and 2022, the Group held certain derivative
financial instruments and loans and interest receivables which are carried in the

financial statements at fair value, as further detailed in Notes 16, 17 and 18.
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(I} Fair value hierarchy

The following table presents the Group’s financial assets and liabilities that are

measured at fair value as at 31 December 2020, 2021 and 2022;

Level 1 Level 2 Level 3 Total
HKS$'000 HK$'000 HK$000 HK$'000
Financial assets at fair value
through profit or loss
As at 31 December 2020
- Forward currency contracts - 1,464 - 1,464
- Loan and interest receivable - - 271,874 271,874
Total - 1,464 271,874 273,338
As at 31 December 2021
- Loan and interest receivable - - 587,129 587,129
Total - - 587,129 587,129
As at 31 December 2022 - - - -
Financial liabilities at fair value
through profit or loss
As at 31 December 2020
- Forward currency contracts - 456 — 456
Total - 456 — 456
As at 31 December 2021 and 2022 - - — -
Derivative financial assets
As at 31 December 2020 and 2021 — — — -
As at 31 December 2022
~ Forward currency contracts - 91,987 — 91,987
Total - 91,987 — 91,987
Derivative financial liabilities
As at 31 December 2020 and 2021 — - = =
As at 31 December 2022
— Forward currency contracts - 39,914 - 39914
Total - 39,914 - 39,914
Financial assets at fair value
through other comprehensive
income
As at 31 December 2020 and 2021 - - - -
As at 31 December 2022
— Government bonds 7,959 - - 7,959
Total 7,959 - - 7,959
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Description

Loan and intercst
teceivable

There were no transfers among different categories during the years ended 31
December 2020, 2021 and 2022.

Investments measured at fair value through other comprehensive income are
mainly investments in government bonds, where the contractual cash flows are solely
principal and interest. The fair values of such debt securities were determined based on
market price. None of these investments are past due.

The Group analyses the financial instruments carried at fair value, by valuation
method. Different levels are defined as follow:

Level 1: The fair value of financial instruments traded in active markets
(such as publicly traded derivatives, and equity securities) is based
on quoted market prices at the end of the period. The quoted
market price used for financial assets held by the Group is the
current bid price. These instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an
active market (for example, over-the-counter derivatives) is
determined using valuation techniques which maximise the use of
observable market data and rely as little as possible on entity-
specific estimates. If all significant inputs required to fair value an
instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable
market data, the instrument is included in level 3. This is the case
for unlisted equity securities.

(II) Fair value measurements using significant unobservable inputs (Level 3)

The fair value assessment methods and related key assumptions and judgements
adopted by the Group’s management are income approach (specifically, discounted
cash flow method), which uses valuation techniques to convert future amount
(specifically, cash flows based on the expected rate of return) to a present value.

Fair value Fafr value Fair valee Range of lopels
=l s Al s al As at 4s al As al Relatienship of
31 Decersber 31 December 31 December Significant 3 December 31 December 31 December unobservable inputs 1o fair
020 0 2022 Valuation (echniqae unobservable inputs 0 plik} 2022 value
HKS'000 HKS 000 HKS'000 HKS'000

e 58719 - Discounted Discount rate 40% 1.0% Nf& The higher the discount rate,
cath flew the lower the fair value.

A change in the discount rate
by ‘10% does nol have a
significant impact on the
fair value.
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45.

Capital management

The primary objectives of the Group’s capital management are to safeguard the
Group’s ability to continue as a going concern and to maintain healthy capital ratios in
order to support its business and maximise shareholders’ value.

The Group actively and regularly reviews and manages its capital structure to
ensure optimal structure and shareholder returns, taking into consideration the future
capital requirements of the Group, prevailing and projected capital expenditure,
projected strategic investment opportunities and economic conditions.

To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. The Group
is mot subject to any externally imposed capital requirements. No changes were made
in the objectives, policies or processes for managing capital during the years ended 31
December 2020, 2021 and 2022,

The Group regards total equity plus total debt (including bank borrowings and
lease liabilities) of the company presented on the face of the consolidated statement of
financial position as capital, for capital management purpose. The amount of capital as
at 31 December 2020, 2021 and 2022 amounted to approximately HK$6,196,090,000,
HK$8,240,761,000 and HK$13,299,657,000 respectively, which the management
considers as optimal having considered the projected capital expenditures and the
forecast strategic investment opportunities.

FINANCIAL INSTRUMENTS BY CATEGORY

Other than financial asset/liabilities at fair value through profit or loss and financial

assets at fair value through other comprehensive income as disclosed in Notes 16, 17 and 18
to the financial statements, all financial assets and liabilities previously measured at
amortised cost which meet the conditions for classification at amortised cost under HKFRS
9, respectively.

46.

GUARANTEES AND CONTINGENT LIABILITIES

As at 31 December
2020 2021 2022
HK$000 HK$’000 HK$000

Guarantee related to arrangement with land

lords, HMRC and insurance cover - - 54,461
Bank guarantee given

in lien of utility and

property rental deposits 5,359 1,047 8.855
Total 5,359 1,047 63,316
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47. DIVIDEND

For the year ended 31 December
2020 2021 2022
HK$'000 HK$000 HK$'000

Special dividend of HK$0.0265 and HK30.133 per share during the
years ended 31 December 2020 and 2021 respectively 298,505 1,504,119 -

The Directors do not recommend the payment of any final dividend in respect of the
Track Record Period.

48. SUBSEQUENT EVENTS

(a)

(b)

On 17 November 2022, Viva China Consumables Limited and the LionRock
Capital GP Limited entered into a sale and purchase agreement in relation to the
acquisition of the remaining 49% interest in the Viva Qile Limited (formerly
known as “LionRock Capital Partners QilLe Limited”) (the “Clark SPA”).
Pursuant to the Clark SPA, Viva China Consumables Limited agreed to acquire
490 shares of the Viva Qile Limited at the consideration of GBP110,000,000.

Following the shareholders’ approval of the Clark SPA at the extraordinary
general meeting of the Company on I8 January 2023, the acquisition was
completed in late January 2023 and the SPV become a wholly owned subsidiary
of the Company.

Further details of the above were set out in the Company’s announcement dated
17 November 2022 and 30 January 2023 and the circular dated 30 December
2022,

Rights issue by a non-wholly owned subsidiary

On 24 February 2023, Bossini International Holdings Limited (“Bossini”), a
non-wholly owned subsidiary of the Company with its shares listed on the Main
Board of the Stock Exchange (stock code: 592), proposed to implement a rights
issue on the basis of one (1) rights share for every two (2) existing shares held
on the record date at the subscription price of HK3$0.370 per rights share. On 27
April 2023, Boessini announced the results of the rights issue (the “2022 Bossini
Rights Issue”), of which, 852,362,086 shares are to be issued and the net
proceeds from the 2022 Bossini Rights Issue, after deducting professional fees
and all other relevant expenses, are estimated to be approximately HK$312
million.

Details of the above were set out in Bossini’s announcement dated 24 February
2023 and 27 April 2023,
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III SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of the
companies now comprising the Group in respect of any period subsequent to 31 December 2022
and up to the date of this report. No dividend or distribution has been declared or made by the
Company or any of the companies now comprising the Group in respect of any period subsequent
to 31 December 2022,
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