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

GEM has been positioned as a market designed to
accommodate small and mid-sized companies to which
a higher investment risk may be attached than other
companies listed on the Exchange. Prospective investors
should be aware of the potential risks of investing in such
companies and should make the decision to invest only
after due and careful consideration.

Given that the companies listed on GEM are generally small
and mid-sized, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than
securities traded on the Main Board of the Exchange and
no assurance is given that there will be a liquid market in
the securities traded on GEM.

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

This report, for which the directors (the "Directors”) of Neo
Telemedia Limited (the “Company’) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM of
the Exchange for the purpose of giving information with regard
to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief:

1. the information contained in this report is accurate and
complete in all material respects and not misleading or
deceptive; and

2. there are no other matters the omission of which would
make any statement in this report misleading.
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Financial Summary
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The following is a summary of the published consolidated results WA T AREB DB 2G5 %E BELE

and of the assets and liabilities of the Group: EHE:
RESULTS e
Year ended 31 December
BE+-A=t-HLEE
2020 2019 2018 2017 2016
—EEF 2% - \F ZZ—+tF ZT-R%
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TR TEL AL TET FEL
Turnover LEm 464,908 817,141 2,529,051 1,214,772 2,513,845
Cost of sales HEKA (393,607) (743,785)  (2,340,730) (981,079)  (2,290,382)
Gross profit EH 71,301 73,356 188,321 233,693 223,463
(Loss)/profit from operation LXK (BER) /5H (122,923) (118,971) (118,771) 71,611 233,322
Finance costs BERK (17,069) (3,317) (7,726) (3,884) (10,356)
(Loss)/profit before taxation BRBAT (BR) /57 (139,992) (122,288) (126,497 67,727 222,966
Income tax credit/(expense) FEREe/ (A%) 12,421 6,645 (498) (14,667) (20,779)
Net (loss)/profit for the year FR(ER) /BFF8 (127,571) (115,643) (126,995) 53,060 202,187
> = =
ASSETS AND LIABILITIES BEENBE
As at 31 December
R+-—A=+—-H
2020 2019 2018 2017 2016
—B-BfE -—FT-Af —E-\f ZT—+tF ZE—RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER AT AT AT FAT
Non-current assets ERBEE 3,151,823 2,226,406 1,823,027 1,190,488 926,859
Current assets MEEE 285,417 331,617 495,210 1,314,976 925,941
Current liabilities MENEE (2,050,774)  (1,291,505) (938,956) (792,892) (206,993)
Net current (liabilities)/assets R (AfE) JEEFE (1,765,357) (959,888) (443,746) 522,084 718,948
Non-current liabilities EREBBE (285,444) (79,372) (53,667) (65,830) (98,300)
Net assets BEFE 1,101,022 1,187,146 1,325,614 1,646,742 1,547,507
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Chairman’s Statement
FREHESE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Neo Telemedia Limited (the “Company”), |
hereby present to the shareholders of the Company the annual
results of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2020.

REVIEW AND ANALYSIS

To better reflect the Group’s strategic focus and growth
initiatives, the Group has realigned its reportable operating
segments for the year ended 31 December 2020. The new
reportable operating segments are provision of data centre
services and trading of telecommunication products.

PROVISION OF DATA CENTRE SERVICES

The Group provides data centre services to its customers in
mainland China through self-developed data centres and server
cabinets leased from third parties.

As of 31 December 2020, the Group operated two data centres
with an aggregate of 2,854 server cabinets in service. The
Group also operated an aggregate of approximately 1,380
server cabinets in service, which were leased from third parties.
In addition, the Group had a further three new self-developed
data centres with an aggregate of 32,353 server cabinets under
construction.
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Chairman’s Statement

3 +
FEHRESE
A summary of the Group’s self-developed data centres by data #HZE-Z-TF+_-_F=+—H L&HEH
centre as of 31 December 2020 is set out below. DED E’JZF;EK@ BREEUEFRLBEZHINT -
Number of server cabinets
RREREHE
Under Server cabinets
In service construction Total % of total
GEE2 T
Name of data centre HEFLEE EHH rE @i eEnEst
Guangzhou Lotus Hill Data Centre BHETLEERL 1,499 - 1,499 4.3
Guangzhou (Nanxiang) Cloud Data Centre &N () EHEF L 1,355 1,510 2,865 8.1
Bluesea Intelligence Valley Mega
Data Centre EEBABAEERL - 26,500 26,500 75.3
Shanghai Baoshan Data Centre ERELEESL - 1,328 1,328 38
Shenzhen Guanlan Flagship Data Centre  F3I|EB &S EH L - 3,015 3,015 8.5
Total @t 2,854 32,353 35,207 100.0
The Group’s profitability is largely determined by the utilisation ANEEE B F e HEREBUAR E 5B &% EH

of its self-developed data centres. As of 31 December 2020,
the utilisation rates of Guangzhou Lotus Hill Data Centre and
Guangzhou (Nanxiang) Cloud Data Centre were approximately
60% and 83.6%, respectively.

Due to the outbreak of COVID-19, the Group’s customers
had delayed to house their servers and data storage in the
abovementioned data centres in service, which adversely
affected the Group'’s profitability for the year under review.

During the year under review, revenue from provision of data
centre services was approximately HK$324.7 million (2019:

/L\E)]ffﬁﬁt @I—?—?i—f— ﬂ +_
B EMELZLESEEROREN(FEH) ZH
BEAROLEERES B A#60% %83.6% °

EEEACOV|D19E|'JJ<%€* AEBRFEHER

MEERPEEROFREEARSERBEST
1,1% MmE AL EERESE R BT
BT -

REBEFE BRESEBEFLREEERZLD
24 7TEABBT(ZE—NLF 32048873

HK$320.4 million), representing an increase of approximately 7o) FlItLE K 494.38 & T501.8% 547
HK$4.3 million or 1.3% year-on-year, and is analysed as follows:  Z1T :

2020 2019
—E-EF —NF
HK$’000 HK$’000
F&T FAET
Self-developed data centres BHEZEF D 153,861 127,549
Server cabinets leased from third parties ME=ZFHEEMNE RS EIE 170,824 192,864
Total #Et 324,685 320,413
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Chairman’s Statement
FHEBEE

With the increasing number of server cabinets in the Group’s
self-developed data centres, the Group has gradually relocated
servers of certain customers from leased server cabinets to
its self-developed data centres in the same region in order to
increase profitability. As the data centres in service are not fully
utilised and three new data centres are expected to complete
in 2021, financial performance of the Group will substantially
improve in the next two years.

TRADING OF TELECOMMUNICATION
PRODUCTS

As there has been no improvement in the global mobile
business environment since the third quarter of 2019 and due
to the outbreak of COVID-19 during the year under review, the
Group did not receive any purchase order from its customers
under the trading of mobile device business in Hong Kong. In
addition, albeit ongoing negotiation with the Group’s suppliers
since 2019, it was still unable to secure the supply of 5G mobile
devices that the Group considered to be a major source of
revenue from the trading of mobile device business in Hong
Kong. In light of the above, the Board resolved to cease the
trading of mobile device business in Hong Kong during the year
under review.

The outbreak of COVID-19 and the fierce competition of the
telecommunication market have also negatively impacted
the Group’s trading of telecommunication product business
in mainland China. After fulfilling the sale orders in the first
quarter of 2020, the Group did not generate any revenue from
the trading business in mainland China during the second
quarter of 2020. Having reviewed its profitability and assessed
its prospects, the Group has decided to scale down its
trading business in mainland China in order to better utilise
its resources in its data centre operations, a more profitable
business. As it was uncertain whether the trading business in
mainland China would generate cash flow in future, the relevant
intangible assets, i.e., customer relationships, of approximately
HK$33,358,000 were fully written off during the year under
review although the Group has strategically maintained the
trading of telecommunication product business in mainland
China.

During the year under review, revenue from the trading of
telecommunication products was approximately HK$115.8
million (2019: HK$468.4 million), representing a decrease of
75.2% year-on-year.

Neo Telemedia Limited FE I EEEBERA A
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OTHERS

Others mainly consist of internet finance platform business,
provision of bus services and system integration services and
leasing of properties; the revenue, results and assets of which
are individually immaterial to the Group.

During the year under review, the Group’s Internet finance
platform business did not generate any revenue (2019: Nil).
Since the third quarter of 2018, FII T EZEL L REBKE S
B AR B PR A ®] (Shenzhen Bees Financial Internet Financial
Services Co. Ltd. )(“‘Bees Financial”) has limited its operation to
collecting debts from borrowers and repaying the investors and
no new loans have been transacted through its platform in order
to comply with the relevant rules and regulations.

Due to the above reasons and in order to save costs of debt
collection and to realise the investment in Bees Financial, the
Group disposed of Bees Financial to an independent third party
for a consideration of HK$1,126,000 in the third quarter of
2020. The Group recorded a gain on disposal of approximately
HK$6,225,000.

During the year under review, revenue from others was
approximately HK$24.5 million (2019: HK$28.4 million),
representing a decrease of 13.7% year-on-year which was
mainly due to decrease in system integration services and
school bus services caused by the COVID-19 pandemic.

PROSPECTS

The COVID-19 pandemic has brought upon unprecedented
challenges to the economy. The necessary protection measures
have been severely impacting on economic activities.

Nevertheless, the outlook of the Group remains positive. With
the rapid growth in data traffic, accelerating trend of digitisation
and PRC government policies that support the growth of
digital economy, the demand for high quality data centres will
continuously increase at least over the next five years.

Chairman’s Statement
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Chairman’s Statement
FHEBEE

In 2021, we will see three new data centres being completed,
namely Bluesea Intelligence Valley Mega Data Centre, Shanghai
Baoshan Data Centre and Shenzhen Guanlan Data Centre.
In particular, Bluesea Intelligence Valley Mega Data Centre in
Heshan, Guangdong province will provide over 26,000 server
cabinets with excellent infrastructures. The launch of these three
new data centres will increase the capacity of the Group in
terms of number of server cabinets by over 10 times which will
provide our customers ample room for growth.

R-ZF-_—F BASEI =ZEHFNBEET
V=90 Eﬂ?‘f/i CAREEBEPL EBE

HEPORYEREED O Ep o IR
Vﬁé@%lﬂﬂ’]ﬁ'/i CRRBIEBEBPLERES

26,0001 AR 75 23 B IR R 1B R M E R I -
Z=EFBURT LR B EAEENR
BRHERSERIMOBEN L MATFE
HERHBEREZM-

FINANCIAL PERFORMANCE W5 R3IR
2020 2019

Revenue (HK$'000) Wz (F57T) 464,908 817,141
Net loss (HK$'000) EEFERE (FET) (127,571) (115,643)
Loss attributable to owners of KABEEF AREMN

the Company (HK$’'000) &1 (F4HT) (110,344) (94,550)
Basic loss earnings per share (HK Cents) FRERBERF CB1) (1.16) (0.99)
For the year under review, the Group recorded a revenue of R [EIEEFE « /K &£ B %15 Uk 25 49464, 95%25

approximately HK$464.9 million (2019: HK$817.1 million),
representing a decrease of approximately HK$352.2 million or
43.1% as compared to the year ended 31 December 2019. The
decrease in revenue was mainly due to the decrease in revenue
from the trading of mobile device business in Hong Kong which
was ceased in March 2020.

The Group recorded a loss attributable to owners of the
Company of approximately HK$110.3 million for the year ended
31 December 2020 (2019: HK$94.6 million), representing
an increase of approximately HK$15.7 million or 16.6%
year-on-year, primarily due to the decrease in gain on disposal of
subsidiaries by approximately HK$25.8 million to approximately
HK$2.5 million (2019: HK$28.3 million).

Neo Telemedia Limited P EFEEEEEFR LA
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FINANCIAL POSITION

As at 31 December 2020, the Group had interest-bearing
borrowings of approximately HK$1,601.1 million (2019:
HK$1,081.4 million), which are analysed as follows:

Chairman’s Statement

IRHESE

B 155K

RZBE-_EF+_A=+—8 A&£E#H
FEBTEZOI01IBEET(ZE—H
F:1,081.4888L)  »

2020 2019
—EoEE —NEF
HK$’000 HK$'000
TEx FHET
Bank loans RITER
Short-term bank borrowing, RHERIRITE R
secured and guaranteed BEARER - 223,500
Short-term bank borrowing, REERITE R
unsecured and unguaranteed ?ﬂiﬁﬁi&ﬁ?ﬂ% 3,576 3,353
Portion of bank loans, RITERIBS
secured and guaranteed B &%ﬂ%
— repayable within one year —AR—FAEE 79,922 51,360
— repayable after one year which contain —AR—FRER
a repayment on demand clause (BEEEXK
=55 ﬂ;k,%’\ ) 1,035,672 795,414
Portion of bank loans, RITERE D
unsecured and guaranteed IR R R
- repayable within one year —BR—FRNEE 7,807 782
— repayable after one year which contain —BR—FRBEE
a repayment on demand clause (BEREX
EE R 5,244 7,040
Portion of bank loans, RITERED -
secured and unguaranteed EERMEEER
— repayable after one year which —BR—FREE
contain a repayment (BEREX
on demand clause BEEBH) 182,361 =
Total bank loans RITE B 1,314,582 1,081,449
Other loans Hi &N
Portion of other loans, HMERE D -
secured and guaranteed BERRER
— repayable within one year —BER—FNER 27,486 -
- repayable after one year which contain —HAR—FREE
a repayment on demand clause (BEEREX
& 11* ) 119,055 -
Portion of bank loans, RITERIBS
unsecured and unguaranteed A R EER
— repayable within one year —AR—FAEE 38,935 =
— repayable after one year which —BR—FREE
contain a repayment (BEREX
on demand clause EE G 101,064 =
Total other loans H i E A% 286,540 =
Total borrowings BN 1,601,122 1,081,449
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Chairman’s Statement
FHEBEE

The amounts based on the scheduled repayment dates set
out in the loan agreements and the maturities of the Group’s

BRAFRRERBHABBEERBHEAN
SEERREMBRFRERIHABER (N2H

borrowings at the end of the financial year (i.e. ignoring the (E{AIZEREEGHNTE)E DM :
effect of any repayment on demand clause) are shown below:
2020 2019
—EEHF —nF
HK$’000 HK$’000
FExT FABT
Amounts of bank loans that are repayable: 7B N FIHAR EE &)
RITERER:
— within 1 year —1FR 91,305 278,995
— between 1 and 2 years — 1526 134,274 79,320
— between 2 and 5 years —2&5%F 543,733 331,540
- beyond 5 years —5F Mk 545,270 391,594
Total bank borrowings RITE A% 1,314,582 1,081,449
Amounts of other loans that are repayable: 7B T 7| HARR (B & 1Y
HEMERER:
— within 1 year —1F RN 66,421 -
— between 1 and 2 years — 15246 60,555 =
— between 2 and 5 years —2&5%F 159,564 =
— beyond 5 years —5F Ak - -
Total other loans HiEREE 286,540 =
Total borrowings ERAREE 1,601,122 1,081,449

The borrowings are denominated in Renminbi and bear interest
at floating rates.

As at 31 December 2020, the Group had current assets of
approximately HK$285.4 million (2019: HK$331.6 million),
including cash and cash equivalents of approximately
HK$31.1 million (2019: HK$17.9 million), accounts receivable,
prepayments, deposits and other receivables, note receivable
and other financial assets of approximately HK$251.9 million
(2019: HK$308.8 million); and current liabilities of approximately
HK$2,050.8 million (2019: HK$1,291.5 million). The Group’s
current ratio had been decreased from approximately 0.26 times
as at 31 December 2019 to approximately 0.14 times as at
31 December 2020.

The Group had total assets of approximately HK$3,437.2 million
(2019: HK$2,558.0 million) and total liabilities of approximately
HK$2,336.2 million (2019: HK$1,370.9 million), representing
a gearing ratio (expressed as total liabilities to total assets) of
approximately 68.0% as at 31 December 2020 (2019: 53.6%).

Neo Telemedia Limited FE I EEEBERA A
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The Group has always pursued a prudent treasury management
policy and actively manages its liquidity position with sufficient
standby banking facilities to cope with daily operation and any
demands for capital for future development. As at 31 December
2020, total available banking facilities of the Group of
approximately HK$1,989.1 million, which were mainly granted
by (i) China Construction Bank Corporation (“CCB”); (i) Industrial
and Commercial Bank of China Limited (‘ICBC”) and (jii) China
Merchants Bank Company Limited (“CMB”) are detailed below.

Chairman’s Statement
FREHESE

AEB-—BHFTEENESEEBRLKER
ERERBESMN  WEAERZHWNIERITER
BMEBEE  UENBELERIMAKEEN
BeBR-R_ZT-_TF+_A=+—H 'K
SEMATARITRERTELNA1,98.188%
T EBR()PEEREBITROERAR ([F
BERRTD  ()THIEBETROBRAD
A ([PEIERT]) &) BERTIRGOER
AR ([BERTHRE FBHT-

Banking Facilities

RITAE

Unutilised
Amount as at
Total 31 December

Name of Bank Purpose of Banking Facilities Expiry Date Amount 2020
i
—E=-%F
+=A
=+-8
BITEW RITHENAR A BEeE APALHE
HK$'million  HK$’million
AEBT BEBT
CCB Construction of Bluesea Intelligence August 2028 1,454.1 517.3
Valley Mega Data Centre
PEERIRT BREEE/BREES L —ZE-NENA
ICBC Construction of Bluesea Intelligence December 2032 273.6 94.8
Valley Mega Data Centre
PETIEIRT BRASEBAREBIER L —E=-F+=A
CMB Construction of Shenzhen Guanlan  June 2026 243.5 61.1
Flagship Data Centre
RERTT BERARYIEREMSE SRS O —ZE-RERA
Others General working capital Between November 2021 17.9 1.3
and May 2022
HAt —REEES 2 —F+—-A%

S _FHAHME

Due to the repayment on demand clause of the banking
facilities, which is a general term of banking facilities granted by
the aforesaid banks, the long-term bank loans of approximately
HK$1,223.3 million drawn from the aforesaid banking facilities
are classified as current liabilities in the consolidated statement
of financial position as at 31 December 2020.

1,989.1 674.5

MRIBITRENEEREEER(HEA L
IRITHRHBRITRHEN —MIEIER) - B LR
TRERNNRERITERN1,2233F8H
TRZEZFEF+Z A=+ —HEEHHIK
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Chairman’s Statement
FREHESE

COMMITMENTS

Details of commitments of the Group were set out in note 38 to
the consolidated financial statements.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any material
contingent liabilities.

CHARGE ON ASSETS

As at 31 December 2020, bank loans of approximately
HK$1,115.6 million (2019: HK$1,070.3 million) were secured
by certain properties, plant and equipment of the Group with
net book value of approximately HK$1,077.1 million (2019:
HK$667.6 million).

As at 31 December 2020, other loans of approximately
HK$146.5 million (2019: Nil) were secured by certain properties,
plant and equipment of the Group with net book value of
approximately HK$128.0 million (2019: Nil) and accounts
receivable with carrying value of approximately HK$30.4 million
(2019:Nil).

Except for the aforesaid, there were no material charges on the
Group’s assets as at 31 December 2020.
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LEGAL PROCEEDINGS

Reference is made to the “Legal Proceedings” section of the
Chairman’s Statements of the Company dated 27 March 2018,
21 March 2019 and 12 May 2020, respectively, in relation to
the legal proceedings brought by NEO Intelligence Holdings
Limited (“NEO Intelligence”), a wholly-owned subsidiary of the
Company, against Messrs. CHAN Hung Kwong, CHAN Yu Chiu
and CHAN Yue Kuen and Giant Crown Industries Limited (“Giant
Crown”) (collectively, the "Respondents”).

The substantive hearing of the arbitration (Arbitration No. HKIAC/
PA18006) (the “Arbitration”) was completed on 17 April 2020.
On 23 March 2021, the Arbitral Tribunal issued a partial award
(the “Partial Award”) that NEO Intelligence had established its
case of liability against the Respondents on the equity transfer
memorandum of understanding entered into between NEO
Intelligence and the Respondents on 15 June 2015, especially
the rights to use of the block of building situated at &/ & & [&
FIZIENE T 514458 AR under the certificate of land ownership
“ BB i 75 55300582555 (“Block A”).

With respect to the claims filed with The People’s Court of
Panyu District, Guangzhou (the “Panyu Court”) by both & 5 &f
BB R G A A (Guangdong Bluesea Mobile Development
Company*) (“Bluesea Mobile”) and EMEEST FEEH
R 2 7] (Guangzhou Gangju Electronics Industries Limited*),
a wholly-owned subsidiary of Giant Crown currently under
restructuring, in relation to the dispute under the Arbitration (the
“PRC Action”), the Panyu Court has combined the two cases
for trial during the first hearing and will resume the proceedings
upon the issuance of the Partial Award. The order of property
preservation for Block A granted by the Panyu Court remains
effective. Bluesea Mobile can therefore continue to use Block A
without interference until the judgement of the PRC Action has
been handed down.

Based on the Partial Award and the Group’s PRC legal
adviser’s opinion that Bluesea Mobile enjoys a high chance of
success in the PRC Action, the Directors consider that the legal
proceedings do not have any material impact on the operations
of Guangzhou Lotus Hill Data Centre and the Group.

*for identification purpose only
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FOREIGN EXCHANGE EXPOSURE AND
TREASURY POLICIES

Most of the Group’s cash balances and transactions are either
denominated in Renminbi, United States dollars and Hong Kong
dollars. The Group has not experienced any material difficulties
or negative impacts on its operations as a result of fluctuations
in currency exchange rates. The Directors considered that no
hedging of exchange risk is required and accordingly, there
were no financial instruments being used for hedging purposes
during the year ended 31 December 2020. Nevertheless, the
management will continue to monitor the Group’s foreign
exchange exposure and will take prudent measures as and
when appropriate.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2020, the Group had approximately 242
staff (2019: 310). The total remuneration, including that of the
Directors, for the year under review is approximately HK$44.3
million (2019: HK$44.2 million). The Group remunerates its
employees based on their performances, experience and the
prevailing industry practice. Employee remuneration, excluding
Directors’ emoluments, is reviewed annually. In addition to the
basic salaries, employees are also entitled to benefits including
bonus and mandatory provident fund. On 19 December 2012,
the Company had adopted a share option scheme under which
full time employees, including Directors, of the Company and
its subsidiaries, might be granted options to subscribe for the
Company’s ordinary shares.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express my appreciation to the Company’s shareholders and
customers for their utmost support, and to the management and
staff for their dedication and contribution to the Group during
the year.

LIE Haiquan
Chairman

Hong Kong, 24 March 2021
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EXECUTIVE DIRECTORS

Dr. LIE Haiquan (“Dr. Lie”), aged 57, was appointed as a
non-executive Director on 31 May 2017 and redesignated as an
executive Director on 1 April 2020. Dr. Lie is also the Chairman
of the Board. He obtained a Master’'s degree of Business
Administration from the University of Western Sydney in 2001.
He also received Honorary Doctorate degree of Management
from Lincoln University in 2016.

Dr. Lie’s personal investments cover real estate, hotel, tourism,
finance, high technology and new energy industries, with
operations in both China and Hong Kong. Dr. Lie is a member of
the 11th, 12th and 13th Guangzhou Provincial Committee of the
Chinese People’s Political Consultative Conference, an executive
committee of ERE L H%EE A2 (Guangdong Federation
of Industry & Commerce®), the honorary president of Hong
Kong Guangdong Chamber of Foreign Investors, an executive
vice president of It RERM®FEE (Guangdong Corporation
Chamber of Commerce in Beijing®) and an executive vice
president of Asian College of Knowledge Management.

Mr. CHEUNG Sing Tai (“Mr. Cheung”), aged 59, was
appointed as an executive Director on 21 June 2013 and
the chairman of the Board and Chief Executive Officer on
20 March 2014. He was re-designated as the deputy chairman
of the Board on 31 May 2017. He is also a member of the
nomination committee and the remuneration committee of
the Company. Mr. Cheung graduated from the Department of
Thermal Engineering of Tsinghua University and the Sun Yat-sen
Business School with a bachelor’s degree in engineering and a
master’s degree in business administration, respectively.

Mr. Cheung was engaged in trade between Mainland and Hong
Kong in his early years. He had served as deputy manager in
Strategic Development Department of Guangdong Investment
Limited, a company listed on the Exchange, while he was also a
director of Guangdong Tannery Limited, a company listed on the
Exchange.

Mr. Cheung previously served as the managing director of CL
China Group Limited and the general manager of Coastland
Development (Int’l) Co., Limited, both are engaged in investment
in securities and real estate.

*
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EXECUTIVE DIRECTORS (Continued)

Mr. TAO Wei (“Mr. Tao”), aged 42, was appointed as an
executive Director on 22 June 2017. He graduated from the
Department of Automation Engineering of Nanchang University
with a bachelor’s degree in industrial automation in 1999.
He was certified as a registered system engineer by National
Automation System Engineer Accreditation Office of Chinese
Automation Association in 2007. He was recognised as a senior
project manager by the Office of Computer Information System
Integration Qualification Certification of Ministry of Industry and
Information Technology in 2008.

Mr. Tao is a supervisor of RIITTMAEIE KR GR A 7
(Shenzhen Hechuang Huateng Technology Company Limited®).
He served as a deputy general manager of REIEEER A
B8] (Inspur Group Guangdong Company*) from April 2015 to
September 2016, where he was in charge of business of cloud
computing, big data and software and system integration.

Mr. WU Di (“Mr. Wu”), aged 45, was appointed as an executive
Director on 10 July 2020. He graduated from the Guizhou
University with a bachelor’s degree in computer software in
1998. Mr. Wu has been an executive director of & MK TF)T
HR 32 30 (b B 2 5 BR /A 7] (Guizhou Tianxia Xijiang Tourism Culture
Development Company Limited*) since May 2009. He worked
in Guiyang branch of China Telecom Corporation Limited
from August 1998 to March 2008 where he was in charge of
marketing.

*for identification purpose only
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. ZHANG Zihua (“Mr. Zhang”), aged 46, was appointed
as an independent non-executive Director on 20 September
2016. He is also the chairman of each of the audit committee,
nomination committee and the remuneration committee of the
Company. He holds a Master of Taxation in applied taxation
from the University of New South Wales, a graduate diploma
of chartered accounting from the Institute of Chartered
Accountants in Australia and New Zealand and a Bachelor
of Economics in accounting from Guangdong University of
Technology. He is a fellow member of the CPA Australia and a
member of the Chinese Institute of Certified Public Accountants,
the Institute of Chartered Accountants in Australia and New
Zealand and the Association of Chartered Certified Accountants.
He is also Justice of the Peace for New South Wales in
Australia.

Mr. Zhang joined Accentor Associates Pty Limited (“Accentor”)
as a partner on 15 June 2020, Before joining Accentor, he
was a partner of Addsum Accountants Pty Ltd until 13 March
2020 and he has worked in public practice at KPMG and
PricewaterhouseCoopers in Australia, China and Europe for
over 17 years. He participated in a wide range of auditing, initial
public offering and due diligence projects to a wide portfolio
of private and multinational companies operating in Australia,
Europe, mainland China, and Hong Kong.

Ms. Xl Lina, aged 38, was appointed as an independent
non-executive Director on 16 May 2014. She is also a member
of each of the audit committee, nomination committee and
remuneration committee of the Company. She graduated with
a bachelor’s degree in economics and international trade from
Zhejiang University of Finance and Economics and holds a
master of science in banking and international finance from
the City University, London. She has extensive experience in
economics and futures market.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS (Continued)

Mr. HUANG Zhixiong, aged 58, was appointed as an
independent non-executive Director on 13 May 2015. He is also
a member of the audit committee of the Company. He holds
a doctoral degree in business management He is the senior
advisor of BREmMEI AR (Institute of Guangdong
South China Science and Technmogy Capital*) and was
appointed as the extramural tutor of the master programme
of professional accounting of the South China University of
Technology in November 2015. He was also appointed as
a member of the Advisory Board of the Faculty of Business
of City University of Macau in January 2017. Mr. Huang
obtained the Independent Director Qualification awarded by
the Shenzhen Stock Exchange in January 2015 and obtained
the Board Secretary Qualification awarded by the Shenzhen
Stock Exchange in April 2015. Mr. Huang was certified with
(1) the Securities Certificate Level Il in 2005, (2) the Securities
Institutions Senior Management Personnel Qualification in
2003, (3) the Securities Investment Fund Qualification and
Securities and Futures Qualification in 2002, (4) the Securities
Investment Analysis Qualification in 2001, (5) the Securities
Trading Brokerage Qualification and Securities Issuance and
Underwriting Qualification in 2000, and (6) the Shenzhen Stock
Exchange Initial National Debt and Futures Qualification in
1994. He obtained the Intermediate Economist Title awarded by
National Ministry of Personnel in 1994. Mr. Huang is currently the
chairman of the board and the managing director of Guangdong
Shunna Electric Co., Ltd (Formerly named Guangdong Macro
Co., Ltd., company listed on the Shenzhen Stock Exchange
(stock code: 000533)), in which he was the vice chairman from
August 2013 to July 2016.

*for identification purpose only
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The Directors present their report and the audited consolidated
financial statements of the Group for the year ended
31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
the principal activities of its principal subsidiaries are set out in
note 40 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group’s loss for the year ended 31 December 2020 and
the financial position of the Group as at 31 December 2020 are
set out in the consolidated financial statements on pages 79 to
236.

The Company has adopted a dividend policy (the “Dividend
Policy”), pursuant to which the Company may distribute
dividends to the shareholders of the Company (the
“Shareholders”) by way of cash or shares. Any distribution of
dividends shall be in accordance with the Articles of Association
of the Company. In proposing any dividend payout, the Board
shall also take into account, inter alia, the following factors:

° the Group'’s actual and expected financial performance;

° shareholders’ interests;

° retained earnings and distributable reserves of the
Company and each of the other members of the Group;

° the level of the Group’s debts to equity ratio, return on
equity and financial covenants to which the Group is
subject;

° possible effects on the Group’s creditworthiness;

° any restrictions on payment of dividends that may be
imposed by the Group’s lenders;
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RESULTS AND APPROPRIATIONS (Continued)

° the Group’s expected working capital requirements and
future expansion plans;

° liquidity position and future commitments at the time of
declaration of dividend;

o taxation considerations;

° statutory and regulatory restrictions;

o general business conditions and strategies; and
° other factors that the Board deems appropriate.

The Company does not have any pre-determined dividend
distribution proportion or distribution ratio. The declaration,
payment and amount of dividends will be subject to the Board’s
discretion and there is no assurance that a dividend will be
proposed or declared in any specific periods. The Board will
review the Dividend Policy on a regular basis or as required.

The Board does not recommend the payment of any dividend
for the year ended 31 December 2020.

CHARITABLE DONATIONS

During the year ended 31 December 2020, the Group made
approximately HK$114,480 charitable donations (2019:
HK$18,000).
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CLOSURE OF REGISTER OF MEMBERS

For determining the identity of the shareholders to attend and
vote at the forthcoming annual general meeting of the Company
to be held on Thursday, 13 May 2021 (2021 AGM”), the register
of members of the Company will be closed from Friday, 7 May
2021 to Thursday, 13 May 2021, both days inclusive, during
which period no transfer of shares will be registered. In order to
be eligible to attend and vote at the 2021 AGM, all transfers of
shares accompanied by the relevant share certificates must be
lodged with the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Tengis Limited at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not
later than 4:30 p.m. on Thursday, 6 May 2021.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page 5.
This summary does not form part of the audited consolidated
financial statements.

BUSINESS REVIEW

OVERVIEW

The business review, analysis using financial key performance
indicators and future development in the Company’s business of
the Group for the year ended 31 December 2020 are set out in
the section headed “Chairman’s Statement” on pages 6 to 16 of
this annual report.

The environmental policies and performance, compliance with
relevant laws and regulations and relationships with employees
are also discussed under section headed “Environmental, Social
and Governance Report” on pages 54 to 69.
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PRINCIPAL RISKS AND UNCERTAINTIES

The following is a summary of some of the principal risks and
uncertainties that are considered to be of most significance to
the Group at this time. They may adversely impact the Group’s
business, financial condition, results of operations and business
prospects if they are not managed effectively. The following risks
and uncertainties are not comprehensive. There may be other
risks and uncertainties that are not known to the Group or may
not be material now but could turn out to be material in the
future.

1. Our substantial debt could adversely affect our cash flows
and limit our flexibility to raise additional capital.

2. If we are not able to generate sufficient operating cash
flows or obtain external financing, our ability to fund
incremental expansion plans may be limited.

3. Any failure of our physical infrastructure or negative impact
on our ability to meet our obligations to our customers or
damage to customer infrastructure within our data centres
could lead to significant costs and service disruptions
that could reduce our revenue and harm our business
reputation and financial condition.

4. We depend on third parties to provide internet connectivity
to our data centres; if connectivity is interrupted or
terminated, our results of operations and cash flow could
be materially and adversely affected.

5. Our business could be harmed by prolonged power
outages, shortages or capacity constraints.

6. We are continuing to invest in our expansion efforts but
may not have sufficient customer demand in the future to
realize expected returns on these investments.

7. Change in government regulations may adversely affect
our business.
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BUSINESS REVIEW (continued)

COMPLIANCE WITH THE RELEVANT LAWS
AND REGULATIONS

During the year under review, as far as the Board and
management are aware, there was no material breach of or
non-compliance with the applicable laws and regulations by
the Group that has a significant impact on the businesses and
operation of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group recognises that employees are one of the significant
assets of the Group. The Group aims to continue establishing
a caring environment to employees and emphasis the personal
development of its employees.

The Group maintains a good relationship with our customers
and suppliers. The Group aims to continue providing quality
services and consumption experiences to our customers and
establishing cooperation strategy with our suppliers.

RESERVES

Movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on page 83.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company did not have
distributable reserves available for distribution to shareholders of
the Company (31 December 2019: Nil). Under the Companies
Law (Revised) of the Cayman Islands, the share premium of
the Company is distributable to the Shareholders provided
that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of
business. The share premium may also be distributed in form of
fully paid bonus shares.
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PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group
during the year are set out in note 17 to the consolidated
financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Movements in the Company’s share capital and share
options during the year are set out in notes 33 and 34 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased.
redeemed or sold any of the Company’s listed securities during
the year ended 31 December 2020.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as followed:

PURCHASES
- the largest supplier 29% (2019: 16%)

- five largest suppliers combined 62% (2019: 61%)

SALES

- the largest customer 25% (2019: 18%)
- five largest customers combined 59% (2019: 57%)

None of the Directors, their associates or any Shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s share capital) had an interest in the major suppliers
or customers noted above.
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MANAGEMENT CONTRACTS

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

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Directors’ and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of
the Companies Ordinance (Chapter 622, Laws of Hong Kong)
when the Report of the Board of the Directors prepared by the
Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance (Chapter 622, Laws of Hong Kong).

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2020, the interests or short positions of
the Directors in the securities of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”) which were notified
to the Company and the Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO, including interests or short positions
which they were deemed or taken to have under such provisions
of the SFO, or which were required, pursuant to Section 352
of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to Rules 5.46 to 5.68 of the
Rules Governing the Listing of Securities on the GEM (the “GEM
Listing Rules”) relating to securities transactions by directors, to
be notified to the Company and the Exchange, were as follows:
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DIRECTORS’ INTERESTS AND SHORT EENBH 2R LORE (8
POSITIONS IN SECURITIES (Continued)
LONG POSITIONS IN THE SECURITIES OF REQREBFZHR
THE COMPANY
Number of Approximate
Number of underlying percentage of
Name of Director Capacity shares held shares held shareholding
FrsHE ESEoRiE] BARKR
BEEgE =) RO A RGBEE Aokt
(Note 2)
(P3E2)
Dr. LIE Haiquan Beneficial owner 2,240,740,000 9,000,000 23.63%
5 /gREE L+ EREAA
Interest in controlled
corporations (Note 1) 2,091,923,357 - 21.97%
I AE 2 EwE (M)
Mr. CHEUNG Sing Tai  Beneficial owner = 18,000,000 0.19%
REBRTE EH¥EAA
Mr. TAO Wei Beneficial owner = 6,000,000 0.06%
faF et EnlEAA
Mr. ZHANG Zihua Beneficial owner - 1,000,000 0.01%
RFE EREAA
(ZHANG Zihua) 7t &
Ms. XI Lina Beneficial owner - 1,000,000 0.01%
EEMz+ BEH¥EAA
Mr. HUANG Zhixiong Beneficial owner S 1,000,000 0.01%

BEERE BE&mBEAA

*for identification purpose only
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (Continued)

LONG POSITIONS IN THE SECURITIES OF
THE COMPANY (Continued)

Notes:

1. 2,055,887,357 shares and 36,036,000 shares are held by Winner
Mind Investments Limited (“Winner Mind”) and Golden Ocean
Assets Management Limited respectively; both companies are
wholly-owned by Dr. LIE Haiquan. Thus, he was deemed to be
interested in these 2,091,9283,357 shares pursuant to the SFO.

2. These underlying shares are derived from the share options
granted by the Company.

Save as disclosed above, the Directors did not have any other
interests or short positions in the securities of the Company as
at 31 December 2020.

SHARE OPTION SCHEME

On 19 December 2012, the Company adopted a new share
option scheme (the “New Scheme”) as the share option
scheme adopted on 22 July 2002 (the “Old Scheme”) expired
on 21 July 2012. The purpose of the share option schemes is
to provide incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants of the share option schemes include Directors of the
Company or any of its subsidiaries, independent non-executive
Directors and employees of the Group, and suppliers of goods
or services to the Group. Upon the expiration of the Old
Scheme, share options granted under the Old Scheme remained
outstanding until they lapse in accordance with the terms of the
Old Scheme.
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SHARE OPTION SCHEME (Continued)

The maximum number of shares available for issue under the
New Scheme was refreshed at the annual general meeting of
the Company held on 29 May 2018, pursuant to which the
Directors were authorised to grant options carrying rights to
subscribe for up to a maximum number of 952,218,434 Shares,
which represented 10% of the total issued share capital of the
Company as at the date of that meeting. Subsequent to that
meeting and during the year ended 31 December 2020, no
share options were granted under the New Scheme.

As at 31 December 2020, the total number of outstanding
share options granted under the New Scheme and Old Scheme
is 302,300,000 and 6,840,000 respectively, representing
approximately 3.17% and 0.07% of the Shares in issue as at
31 December 2020.

Details of the Company’s share option schemes are set out in
note 34 to the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save as those disclosed in the sections headed “Share
Option Scheme” in this Directors’ Report and also note 34 to
the consolidated financial statements, no other equity-linked
agreements were entered into by the Group or existed during
the year ended 31 December 2020.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the section headed “Directors’ Interests
and Short Positions in Securities” and “Share Option Scheme”
above, at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of the
Company or any other corporate granted to any Directors, their
respective spouse or children under 18 years of age, or were
such rights exercised by them; or was the Company, or any
of its subsidiaries a party to any arrangement to enable the
Directors, their respective spouse or children under 18 years of
age to acquire such rights in any other body corporate.

Neo Telemedia Limited FE I EEEBERA A

B EETE ()

BEFTEAHBETZEERMEERNEARD
AR -—ZE—-NERA-THhBEITZRER
FRELEEH BHEERBEREKE
HE T LA 2B 5% £952,218,4348% Bx 1) = BE A%
B EARRIRZEZAHA KT BITRA
Z21I0% - REEREARBE-TE_TF+=
A=+—HLEFE BEREFHTIRLE
P& # -

R-E-_ZTF+-A=+—8 RBEH:T2
REFEIEEL 2 MARITEBREREZ D
/302,300,0001% }6,840,0007  fH A — & —
EFE+ A=+ BEETRMHN317% R
0.07% °

AARIERENE ZFBHNEAVERE
M5E34 -

A R 8 1hp

BRAEFERE [BRESS] EHREEH
BHRERWEMABREE I AREREBE—
E_EFT A=+ —HLFREEEI LK
7B H bR 80 157 7%

SEFWBRMDEF 2R

BRIEERNBHIERLRR | — BN EX B
PtEst 8 T BEE S RNERTARRE F
MEE KESBIEBHI8ENAT F M
BEETREMN TREERAQRRSIMEMD
BEZRDKEFMED TETEZTE
M HARBKEEAHB AR L ESESF
VEARY BMEEE - RESA 2RBH18
BRAT FRANBEMEMEABEZZE
I



DIRECTORS

The Directors during the financial year and up to the date of this
report were:

EXECUTIVE DIRECTORS

Dr. LIE Haiquan (redesignated from non-executive Director to
executive Director on 1 April 2020)

Mr. CHEUNG Sing Tai

Mr. XU Gang (resigned on 10 July 2020)

Mr. TAO Wei

Mr. Wu Di (appointed on 10 July 2020)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. ZHANG Zihua
Ms. Xl Lina
Mr. HUANG Zhixiong

Pursuant to Article 86(3) of the Articles, the Directors have the
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy on the Board or as
an addition to the existing Board. Any Director so appointed by
the Board shall hold office only until the next following annual
general meeting of the Company and shall then be eligible
for re-election. Accordingly, Mr. WU Di who was appointed
as Director on 10 July 2020 shall retire from his office and be
eligible for re-election at the AGM.

Pursuant to Article 87(1) of the Articles, at each annual general
meeting, one-third of the Directors for the time being shall retire
from office by rotation provided that the chairman of the Board
and/or the managing director of the Company shall not, whilst
holding such office, be subject to retirement by rotation or be
taken into account in determining the number of Directors to
retire in each year. Accordingly, Ms. Xl Lina and Mr. HUANG
Zhixiong shall retire from office and be eligible for re-election at
the AGM.

*for identification purpose only
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DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Company are set out
on pages 17 to 20 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at
AGM has a service contract with the Company which is not
determinable within one year without payment of compensation,
other than statutory compensation.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

Save as disclosed in note 43 to the financial statements, no
significant transaction, arrangements and contracts in relation
to the Group’s business to which the Company or any of
its subsidiaries was a party, and in which a Director of the
Company had a material interest, whether directly or indirectly
subsisted at the year-end or at any time during the year.
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INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER
THE SFO

So far is known to the Directors, as at 31 December 2020, other
than the interests of Directors as disclosed above, shareholders
who had interests or short positions in the securities of the
Company which would fall to be disclosed to the Company
under provisions of Divisions 2 and 3 of Part XV of the SFO, or
who were deemed to be directly and indirectly interested in 5%
or more of the issued share capital of the Company, or which
were recorded in the register of interests required to be kept
by the Company pursuant to Section 336 of the SFO were as
follows:
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mEERS, BARKR
B2\ A EEME HERMHE Aotk
Winner Mind (Note 1) Beneficial owner 2,055,887,357 21.59%
Winner Mind ( H§5£1) EnEBA
Mr. YAN Wai Ping Beneficial owner 373,588,000 3.92%
WL EnEAA
Interest of spouse (Note 2) 106,702,000 1.12%
i@ rEam (MEE2)
Note: Bt 5

(1) Winner Mind is wholly-owned by Dr. LIE Haiquan, an executive
Director.

2) Mr. Yan is interested in 106,702,000 shares held by his spouse,
Ms. WONG Pui Yan.
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DIRECTORS’ INTEREST IN COMPETING
BUSINESS

None of the Directors or any of their respective close associates
(as defined in the GEM Listing Rules) has an interest in a
business which competes or may compete with the business of
the Group.

CONNECTED TRANSACTIONS

The Company had entered into a consultancy service agreement
with Honford Limited (the “Consultancy Service Agreement’)
for the provision of consultancy services to the Company for
which a total fee of HK$858,000 was paid during the year
ended 31 December 2020. As Honford Limited is wholly-owned
by Ms. TO Siu Mui, the spouse of Mr. CHEUNG Sing Tai, an
executive Director. As such, Honford Limited is connected
person of the Company under the GEM Listing Rules.

Since the above transaction is conducted on normal commercial
terms and the applicable percentage ratios thereof are less than
0.1%, the Consultancy Service Agreement and the transaction
contemplated thereunder are exempt from the reporting,
announcement, annual review and independent shareholders’
approval requirements under Chapter 20 of the GEM Listing
Rules.

The related party transactions, except compensation of
key management personnel, disclosed in note 43 to the
consolidated financial statements constituted connected
transactions under Chapter 20 of the GEM Listing Rules.

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on
pages 36 to 53 of the annual report.
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SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float as
required under the GEM Listing Rules during the year ended
31 December 2020.

AUDITOR

The financial statements have been audited by HLB Hodgson
Impey Cheng Limited (“HLB”). The term of appointment of
HLB as auditor of the Company shall expire at the conclusion
of the AGM. A resolution will be submitted to the AGM for the
reappointment of HLB as auditor of the Company.

On behalf of the Board
LIE Haiquan
Chairman

Hong Kong, 24 March 2021
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on
the principles and the code provisions as set out in the Code
on Corporate Governance Practices (the “Code”) as set out in
Appendix 15 to the GEM Listing Rules. The principles adopted
by the Company emphasis a quality board, transparency and
accountability to shareholders. In the opinion of the Board,
the Company has complied with the Code for the year ended
31 December 2020, with the exception for the following
deviations:

Under code provision A.4.1, non-executive Directors should
be appointed for specific term. There is no specific term of
appointment of the non-executive Directors; however, they are
subject to retirement by rotation in accordance with the articles
of association of the Company (“Articles”) and the Code.
Accordingly, the Company considers that sufficient measures
have been taken to deal with the requirement in respect of the
appointment terms of non-executive Directors as required under
the Code.

Under code provision D.1.4, the Company should have formal
letters of appointment for Directors setting out the key terms and
conditions of their appointment. Except for Mr. CHEUNG Sing
Tai, the Company did not have formal letters of appointment for
Directors. However, the Directors shall be subject to retirement
by rotation in accordance with the Articles. In addition, the
Directors are required to refer to the guidelines set out in “A
Guide on Directors’ Duties” issued by the Companies Registry
and “Guidelines for Directors” and “Guide for Independent
Non-executive Directors” (if applicable) published by the Hong
Kong Institute of Directors in performing their duties and
responsibilities as Directors. Besides, the Directors are required
to comply with the requirements under statute and common law,
the GEM Listing Rules, legal and other regulatory requirements
and the Company’s business and governance policies.

Under code provision E.1.2, the chairman of the board
should attend the annual general meeting. Dr. LIE Haiquan,
the Chairman of the Board, was unable to attend the annual
general meeting of the Company held on 16 June 2020 (the
“AGM”) due to his other engagement. Mr. CHEUNG Sing Tai,
deputy chairman of the Board and Chief Executive Officer of
the Company who took the chair of the AGM, together with
other members of the Board who attended the AGM, were of
sufficient calibre for answering questions at the AGM.
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CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company had adopted a code of conduct regarding
securities transactions by Directors on terms no less exacting
than the required standard of dealings set out in Rules 5.48 to
5.67 of the GEM Listing Rules. The Company also had made
specific enquiry of all Directors and the Company was not aware
of any non-compliance with the required standard of dealings
and its code of conduct regarding securities transactions by
Directors during the year ended 31 December 2020.

BOARD OF DIRECTORS

The Directors acknowledge their responsibilities for the
preparation of accounts, which shall give a true and fair view
of the financial position of the Group and of the financial
performance and cash flows of the Group for that year.
Details of the basis of preparation of financial statements are
set out in note 3 to the consolidated financial statements.
The Board is also responsible for formulating the Group’s
long term strategy, determining and approving the Group’s
significant transactions and supervising the management to
ensure thorough implementation of the Group’s policies and
effective performance of their duties. Other decisions are to be
delegated to management. As at 31 December 2020, the Board
comprised seven Directors, including four executive Directors
and three independent non-executive Directors. The executive
Directors are Dr. LIE Haiquan, Mr. CHEUNG Sing Tai, Mr. TAO
Wei and Mr. WU Di. The independent non-executive Directors
are Mr. ZHANG Zihua, Ms. Xl Lina and Mr. HUANG Zhixiong.
Biographies of the existing Directors are set out on pages 17 to
20.

*
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BOARD OF DIRECTORS (Continued)

Throughout the year ended 31 December 2020, eleven Board
meetings were held. Details of the attendance of the Directors
are as follows:

EED (4

REEZ_ZT-_TF+_A=+—HIFER
ART+—XESEgeH -EFHEFBY
—|T:

Directors’
Name of the Directors Attendance
EEgE BEEHFEE
Executive Directors BITES
Dr. LIE Haiquan (redesignated from non-executive 7 /§#E+ (R -ZF 0 A —H 8/11

Director to executive Director on 1 April 2020) HIERITEERAETARNITES)
Mr. CHEUNG Sing Tai REFRILAE 11/11
Mr. XU Gang (resigned on 10 July 2020) HrEEE(RZE_TFLA+HBE) 4/6
Mr. TAO Wei b 1& 5 A 11/11
Mr. WU Di (appointed on 10 July 2020) RE‘EE (RZZE-_ZTF+HTAH 5/5
BEE)

Independent Non-executive Directors BAUFHTES
Mr. ZHANG Zihua iR FEE* (ZHANG Zihua) 5t 4 11/11
Ms. XI Lina Bt 10/11
Mr. HUANG Zhixiong ELELE 10/11

Under code provision A.4.1, non-executive Directors
should be appointed for specific term. There is no specific
term of appointment of the non-executive Directors of the
Company; however, they are subject to retirement by rotation
in accordance with the Articles. Accordingly the Company
considers that sufficient measures have been taken to deal
with the requirement in respect of the appointment terms of
non-executive Directors as required under the code provision.

Each of the independent non-executive Directors has made
an annual confirmation of independence pursuant to Rule 5.09
of the GEM Listing Rules. The Company is of the view that all
independent non-executive Directors meet the independence
guidelines set out in Rule 5.09 of the GEM Listing Rules and are
independent in accordance with the terms of the guidelines. The
Board held a board meeting for each quarter to discuss and
approve the Group’s results. The then board members attended
the meetings.

*
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DIRECTORS’ TRAINING

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

All Directors have participated in continuous professional
development and provided a record of training they received for
the financial year ended 31 December 2020 to the Company.
The Company has also continuously updated Directors on
the latest developments regarding the GEM Listing Rules and
other applicable regulatory requirements, to ensure compliance
and enhance their awareness of good corporate governance
practices.

The individual training record of each Director received for the

"kh—s[_\iﬁi

EF 257

REBTRIZTAGEXEALLSK 2BEERY
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REEMERNBERZIEN BRIFET
REBRTHRRIFEEERER

@61_7_7¢+ A=+—RLEHFE &

year ended 31 December 2020 is summarized below: EEmEASEIIGERIT
Attending or
participating
in seminars/
workshops
reading materials
relevant to roles,
functions, and
duties of a listed
company director
HES2
mEe HEE
MEEBELTAR
ESAC BER
Name of Directors EENA BENTH
Executive Directors HITES
Dr. LIE Haiquan (h=2 3 v
Mr. CHEUNG Sing Tai REFILAE v/
Mr. TAO Wei el e te v
Mr. WU Di RaxHE v
Independent Non-executive Directors BYBTES
Mr. ZHANG Zihua ok FEE* (ZHANG Zihua) %t & v
Ms. Xl Lina BN+ v
Mr. HUANG Zhixiong HmEMLE v

*
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GENERAL MEETING N
During the year ended 31 December 2020, one general meeting, REZ T -_ZHF+_-_F=+—H ¢¢F
being the annual general meeting of the Company was held on AR &) & iﬁéﬂ KRR RE IR
16 June 2020 (“2020 AGM”). FRATNBRETZBRERRAFRE ( F_ z=
ZERRBAFARE]) -

Directors’
Name of the Directors Attendance
EEng BEEHFEE
Executive Directors BITES
Dr. LIE Haiquan e 0/1
Mr. CHEUNG Sing Tai REFRILAE 1/1
Mr. XU Gang (resigned on 10 July 2020) BrEtE (RZE-FF LA +HET) 1/1
Mr. TAO Wei b1 5 4 11
Mr. WU Di (appointed on 10 July 2020) RMEE(RZZE_ZEFEHA+H N/A T3 A

BEE)

Independent Non-executive Directors BUFHTES
Mr. ZHANG Zihua iR FEE* (ZHANG Zihua) 5t 4 1/1
Ms. Xl Lina EEM+ 11
Mr. HUANG Zhixiong ELMERE 11
The Board is responsible for maintaining an on-going dialogue HEE=2 & FHERRRBFEU L BFRI-ZF

with shareholders and in particular, uses annual general
meetings or other general meetings to communicate with them
and encourage their participation. The executive Directors
and the chairmen of the Audit Committee, the Remuneration
Committee and the Nomination Committee attended the 2020
AGM to answer questions and collect views of shareholders.

Under code provision E.1.2, the chairman of the board should
attend the annual general meeting. Dr. LIE Haiquan, the
Chairman of the Board, was unable to attend the 2020 AGM
due to his other engagement. Mr. CHEUNG Sing Tai, deputy
chairman of the Board and Chief Executive Officer of the
Company who took the chair of the 2020 AGM, together with
other members of the Board who attended the 2020 AGM, were
of sufficient calibre for answering questions at the 2020 AGM.
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BOARD COMMITTEES

To assist the Board in discharging of its duties, the Board is
supported by three board committees. Each committee has
its defined scope of duties and terms of reference and the
committee members are empowered to make decisions on
matters within the terms of reference of each committee.

1. AUDIT COMMITTEE

The Company has established the Audit Committee with
written terms of reference in compliance with Rules 5.28
to 5.33 of the GEM Listing Rules. The primary duties of
the Audit Committee are (a) to review the Group’s annual
reports, interim reports and quarterly reports; (b) to discuss
and review with the auditor of the Company on the scope
and findings of the audit; and (c) to supervise the financial
reporting process, risk management and internal control
systems of the Group.

The Audit Committee consists of three independent
non-executive Directors, namely Mr. ZHANG Zihua, Ms. XI
Lina and Mr. HUANG Zhixiong. The chairman of the Audit
Committee is Mr. ZHANG Zihua, who possesses extensive
experience in finance and accounting.

The Audit Committee held six meetings during the year
to review the Group’s unaudited and audited annual
results for the year ended 31 December 2019 and the
unaudited quarterly and interim results for the year ended
31 December 2020, which is of the opinion that the
preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosure have been made. The Audit Committee also
reviewed the internal control systems of the Company and
considered the engagement of professionals in relation
to the internal control and environmental, social and
governance reporting requirements under the GEM Listing
Rules.

*
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BOARD COMMITTEES (Continued)

*

AUDIT COMMITTEE (Continued)

Details of the members’ attendance of the Audit
Committee meetings are as follows:

EEHELETH)
1. BREE® (&)

Members’
Name of the Members Attendance
REHA REHER
Mr. ZHANG Zihua 3K FZE* (ZHANG Zihua) %t 4 6/6
Ms. XI Lina Bt 6/6
Mr. HUANG Zhixiong EEELEE 6/6

REMUNERATION COMMITTEE

The Company has established the Remuneration
Committee according to the relevant provisions of the
GEM Listing Rules with written terms of reference. Its
primary duties are (a) to make recommendation to the
Board on the Company’s policy and structure for all
remuneration of Directors and senior management; (b)
to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals
and objectives; and (c) to determine the remuneration
packages on individual executive Directors and senior
management.

The Remuneration Committee consists of one executive
Director and two independent non-executive Directors,
namely Mr. ZHANG Zihua (as chairman), Mr. CHEUNG
Sing Tai and Ms. Xl Lina as members.
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BOARD COMMITTEES (Continued)

2.

*

REMUNERATION COMMITTEE (Continued)

During the year under review, the Remuneration Committee
held three meeting to (1) review the remuneration packages
of the Directors and senior management, (2) redesignated the
position of non-executive Director to executive Director and
(8) appointment of Director.

Details of the members’ attendance of the Remuneration
Committee meetings are as follows:

EXERKRE

El
@ DA (1) 5 B R R
BB QBEHEATEFANTERR

FNZEeeRmKBHEFBENT

Members’
Name of the Members Attendance
REHE REHFEE
Mr. CHEUNG Sing Tai REREA 3/3
Ms. XI Lina EBMa T 3/3
Mr. ZHANG Zihua GRFEE* (ZHANG Zihua) &4 3/3

The executive Directors are considered to be senior
management of the Company. The emoluments payable
to them are determined by the Remuneration Committee
based on their qualifications, experience and the prevailing
market conditions. Details of the remuneration of the
Directors are set out in note 14 to the consolidated
financial statements.

NOMINATION COMMITTEE

The Company has established a Nomination Committee
on 28 March 2013 with written terms of reference in
accordance with requirements of the Exchange. The
Nomination Committee shall comprise at least three
members with a majority of independent non-executive
Directors, and the Chairman of the Board or an
independent non-executive Director should take up the
role of chairman of the Nomination Committee. The
Nomination Committee currently consists of one executive
Director, Mr. CHEUNG Sing Tai, and two independent
non-executive Directors, namely, Mr. ZHANG Zihua (as
chairman) and Ms. Xl Lina. The terms of reference of the
Nomination Committee is currently made available on the
websites of the Exchange and the Company.
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BOARD COMMITTEES (Continued)

3. NOMINATION COMMITTEE (Continued)

Terms of reference adopted by the Nomination Committee
are aligned with the code provisions set out in the Code.

The functions of the Nomination Committee are to review
and monitor the structure, size and composition of the
Board and make recommendations on any proposed
changes to the Board to complement of the Group’s
strategy; to identify qualified individuals to become
members of the Board; to assess the independence
of independent non-executive Directors; and to make
recommendations to the Board on the appointment or
re-appointment of Directors and succession planning
for Directors, in particular the Chairman and the Chief
Executive.

The Board adopted on 30 August 2013 a board diversity
policy (the “Board Diversity Policy”) and delegated certain
duties under the Policy to the Nomination Committee. The
Nomination Committee and the Board had also reviewed
on 26 March 2020 the structure of the Board and is of
the opinion the Board consisted of members with different
gender, age, cultural and educational background,
ethnicity, professional experience, skills and knowledge,
which met the requirements under the terms of the Board
Diversity Policy.

During the year under review, the Nomination Committee
held three meeting to (1) review the Board composition, (2)
review the independence of the independent non-executive
Directors, (3) consider the re-election of retiring Directors,
(4) redesignated the position of non-executive Director to
executive Director and (5) appointment of Director.

Details of the members’ attendance of the Nomination
Committee meeting are as follows:

REZEE (@)

REZBERMNZBRELET A THIFA
T AR Z RTE

REZBEZBEARIMETESS
ZRE-RENEKR REZFTSRALME
MEREENEEAKRERE -MEA
ERMABLTIESEKE FFEELF
HITER BN RHEERENZE
TEZERES (FHRIFERITRAER)
METHEREFTSRMHES

EZgRN_T=FN\A=THRHKE
FeZUEBR (EEESTUBEK])
YHERBATHETHREZRTREER
Eg-RRZBEeREEE NN _F=
EEZA_t+NERNEFTSEZRE
VTRBEFSH TR Fi Xt
EBEES Bk ZFELR LA
BzREBEK CHEEFEEZ TR
RIGXZIRTE »

REBEFERN - REZEECET=ZX
ERA)RNEFTE 2K 2 B8
MIEMITEEZ B QB REMEE
FZERET QRTEBTESRH
TEEROZEES-

REZBEQERNKNBHFEFBEWT

Members’
Name of the Members Attendance
REHA REHER
Mr. CHEUNG Sing Tai RERLA 3/3
Ms. XI Lina EZEBLi 4 3/3
Mr. ZHANG Zihua 3K FZE* (ZHANG Zihua) %t 4 3/3

*
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DIRECTORS’ RESPONSIBILITY FOR
THE PREPARATION OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the
preparation of the financial statements of the Group and ensure
that the financial statements are prepared in accordance with
statutory requirements and applicable accounting standards.
The Directors also ensure the timely publication of the financial
statements of the Group.

The Group incurred a net loss of approximately HK$127,571,000
(2019: net loss of approximately HK$115,643,000) for the
year ended 31 December 2020. As at 31 December 2020,
the Group’s current liabilities exceeded its current assets by
approximately HK$1,765,357,000 (2019: HK$959,888,000).
In the opinion of the Directors, the Group is able to maintain
itself as a going concern in the coming year by taking into
consideration that:

(i) the cash flow projections can be achieved that the
Group would have sufficient working capital to finance its
operation and to meet its financial obligations when they
fall due within the next twelve months from the end of the
reporting period;

(i) the net assets of the Group of approximately
HK$1,101,022,000 (2019: HK$1,187,146,000) as at
31 December 2020, the Group should be able to secure
additional loan facilities, if necessary;

@iy bank loans with carrying amount of approximately
HK$1,223,277,000 (2019: HK$802,454,000) as at
31 December 2020 that are repayable more than one
year after the end of the reporting period pursuant to the
repayment schedule included in the loan agreements, with
a repayment on demand clause, have been classified as
current liability as at 31 December 2020 in accordance
with Hong Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause
(“HK-Int 5”). Taking into account the Group’s financial
position and the security provided to the banks, the
Directors believe that the banks will not exercise its
discretionary rights to demand immediate repayment.
The Directors believe that the bank loans will be repaid in
accordance with the scheduled repayment dates set out in
the loan agreements;
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DIRECTORS’ RESPONSIBILITY FOR
THE PREPARATION OF FINANCIAL
STATEMENTS (Continued)

(v)

(vi)

other loans with carrying amount of approximately
HK$220,119,000 (2019: Nil) as at 31 December 2020
that are repayable more than one year after the end of
the reporting period pursuant to the repayment schedule
included in the loan agreements, with a repayment on
demand clause, have been classified as current liability as
at 31 December 2020 in accordance with HK-Int 5. Taking
into account the Group’s financial position and the security
provided to the lenders, the Directors believe that the
lenders will not exercise its discretionary rights to demand
immediate repayment. The Directors believe that the other
loans will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements; and

as at 31 December 2020, there were unutilised banking
facilities of approximately HK$674,501,000 (2019:
HK$517,296,000) which are expiring between 2026 and
2032; and

Dr. Lie, the substantial shareholder of the Company, has
committed to provide continuous financial support to the
Group to enable the Group to meet its financial obligations
as and when they fall due in the next twelve months
from the date of approval of the consolidated financial
statements for the year ended 31 December 2020.

Save as disclosed above, the Directors confirm that, to the
best of their knowledge, information and belief, having made
all reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Company’s ability to continue as a
going concern.
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Corporate Governance Report

CORPORATE GOVERNANCE FUNCTIONS

The corporate governance functions were performed by the
Board.

The corporate governance functions are to develop and
review the Company’s policies and practices on corporate
governance to comply with the Code and other legal or
regulatory requirements, to oversee the Company’s orientation
program for new Director, to review and monitor the training
and continuous professional development of Directors and
senior management, to develop, review and monitor the code of
conduct and compliance manual (if any) applicable to employees
and Directors, and to review the Company’s disclosure in the
Corporate Governance Report.

During the financial year ended 31 December 2020, the Board
held one meeting for reviewing the training and continuous
professional development of the Directors and the Company’s
compliance with the Code for the year ended 31 December
2019 and disclosure in the Corporate Governance Report.

AUDITOR’S REMUNERATION

The responsibility statement of external auditor of the
Company, HLB, about their reporting responsibilities on the
financial statements of the Group is set out in the Independent
Auditors’ Report on pages 70 to 78. During the year, auditor’s
remuneration for audit services was HK$830,000 and non-audit
services 2020 was HK$198,000. Save as disclosed above,
there was no other significant non-audit services assignment
undertaken by the external auditor during the year.

COMPANY SECRETARY

Mr. YUEN Poi Lam William (“Mr. Yuen”), the representative of
Proficient Skill Limited, was appointed as the named Company
Secretary of the Company. His primary corporate contact person
at the Company is Mr. CHEUNG Sing Tai, the chief executive
officer of the Company.

In compliance with Rule 5.15 of the GEM Listing Rules, Mr. Yuen
has taken no less than 15 hours of relevant professional training
during the year ended 31 December 2020.
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EEERBE

SHAREHOLDERS' RIGHTS

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

SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Shareholders may convene an extraordinary general meeting
of the Company according to the provisions as set out in the
Articles and The Companies Law (2013 Revision) of the Cayman
Islands. The procedures shareholders can use to convene an
extraordinary general meeting are set out in the document
entitled “Procedures for a Shareholder to Propose a Person
for Election as a Director”, which is currently available on the
Company’s website.

PUTTING ENQUIRIES BY SHAREHOLDERS TO
THE BOARD

To ensure effective communications between the Board and
the shareholders and the investment community at large, the
Company’s information is communicated to the shareholders
and the investment community mainly through the Company’s
financial reports (quarterly reports, interim reports and annual
reports), and its corporate communications and other corporate
publications on the Company’s website and the Exchange'’s
website. Shareholders and the investment community may
at any time make a request for the Company’s information
to the extent such information is publicly available. Any such
questions shall be first directed to the Company Secretary at the
Company’s principal place of business in Hong Kong.
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Corporate Governance Report

SHAREHOLDERS' RIGHTS (Continued)

PROCEDURES FOR PUTTING FORWARD
PROPOSALS BY SHAREHOLDERS AT
SHAREHOLDERS’ MEETING

The number of members necessary for a requisition for putting
forward a proposal at a general meeting shall be:

(@ any number of members holding not less than
one-twentieth (5%) of the paid-up capital of the Company
as at the date of the requisition carrying the right of voting
at general meetings of the Company; or

(b)  not less than one hundred members.

A copy or copies of requisition signed by all requisitionists shall
be deposited, with a sum reasonably sufficient to meet the
Company’s expenses in giving notice of the proposed resolution
or circulating any necessary statement, at the Company’s
principal place of business in Hong Kong in the case of:i—

(i) a requisition requiring notice of a resolution, not less than
six weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirming that
the requisition is proper and in order, the Board will proceed
with the necessary procedures.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents
during the year ended 31 December 2020.
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COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Board recognises the importance of good communications
with all shareholders. The Company’s general meeting is a
valuation forum for the Board to communicate directly with
the shareholders. The Chairman of the Board as well as the
chairman of each of the Audit Committee, the Nomination
Committee and the Remuneration Committee together with the
external auditor are present to answer shareholders’ questions.
The annual report together with annual general meeting circular
is distributed to all the shareholders at least 20 clear business
days before the annual general meeting.

VOTING BY POLL

Pursuant to Rule 17.47(4) of the GEM Listing Rules, any vote of
shareholders at a general meeting must be taken by poll except
where the chairman, in good faith, decides to allow a resolution
which relates purely to a procedural or administrative matter to
be voted on by a show of hands.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges that it is responsible for monitoring the
risk management and internal control systems of the Group on
an ongoing basis and review their effectiveness. Such systems
are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable
but not absolute assurance against material misstatement or
loss.

The management of the Group updates and reports the key
risk areas, including any remedial plans, if deemed necessary
or appropriate, to the Audit Committee for consideration. The
identified key risk areas and the appropriate risk mitigation
strategies were reviewed and commented by the Board at its
meeting annually.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

The Board, through the Audit Committee, conducted review
of both design and implementation effectiveness of the risk
management and internal control systems of the Group for the
year ended 31 December 2020, covering all material controls,
including financial, operational and compliance controls, with
a view to ensuring that resources, staff qualifications and
experience, training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions are
adequate. In this respect, the Audit Committee communicates
any material issues to the Board.

During the year ended 31 December 2020, the Group appointed
BT Corporate Governance Limited (‘BTCGL”) to independently
perform internal control review and assess the effectiveness of
the Group’s internal control systems.

The results of the independent review and assessment were
reported to the Audit Committee and the Board. Moreover,
improvements in internal control as recommended by BTCGL to
enhance the internal control systems of the Group and mitigate
risks of the Group were adopted by the Board. Based on the
findings and recommendations of BTCGL which are being
remediated by the Group as well as the comments of the Audit
Committee, the Board considered the internal control system
effective and adequate.

OUR ENTERPRISE RISK MANAGEMENT
FRAMEWORK

The Company has established its enterprise risk management
framework in 2016. While the Board has the overall
responsibility to ensure that sound and effective internal controls
are maintained, management is responsible for designing and
implementing an internal control system to manage all kinds of
risks facing by the Group.

Through the risk identification and assessment processes, risks
are identified, assessed, prioritized and allocated treatments.
QOur risk management framework follows the COSO Enterprise
Risk Management — Integrated Framework, which allows the
Board and management to manage the risks of the Group
effectively. The Board receives regular reports through the Audit
Committee that oversees risk management and internal audit
functions.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

OUR RISK CONTROL MECHANISM

The Group adopts a “three lines of defence” corporate
governance structure with operational management and
controls performed by operations management, coupled with
risk management monitoring carried out by the finance and
compliance team and independent internal audit outsourced
to and conducted by BTCGL. The Group maintains a risk
register to keep track of all identified major risks of the Group.
The risk register provides the Board, the Audit Committee,
and management with a profile of its major risks and records
management’s action taken to mitigate the relevant risks.
Each risk is evaluated at least annually based on its likelihood
of occurrence and potential impact upon the Group. The
risk register is updated by management as the risk owners
with addition of new risks and/or removal of existing risks, if
applicable, at least annually, after the annual risk evaluation has
been performed. This review process can ensure that the Group
proactively manages the risks faced by it in the sense that all
risk owners have access to the risk register and are aware of
and alert to those risks in their area of responsibility so that they
can take follow-up action in an efficient manner.

Our risk management activities are performed by management
on an ongoing process. The effectiveness of our risk
management framework will be evaluated at least annually, and
periodic management meeting is held to update the progress
of risk monitoring efforts. Management is committed to ensure
that risk management forms part of the daily business operation
processes in order to align risk management with corporate
goals in an effective manner.

The Company will continue to engage external independent
professionals to review the Group’s system of internal controls
and risk management annually and further enhance the Group’s
internal control and risk management systems as appropriate.
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RISK MANAGEMENT AND INTERNAL
CONTROL (Continued)

OUR RISK CONTROL MECHANISM (Continued)

There is currently no internal audit function within the Group.
The Directors have reviewed the need for an internal audit
function and are of the view that in light of the size, nature and
complexity of the business of the Group, it would be more
cost effective to appoint external independent professionals to
perform internal audit function for the Group in order to meet
its needs. Nevertheless, the Directors will continue to review at
least annually the need for an internal audit function.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group regulates the handling and dissemination of inside
information according to the “Guidelines on Disclosure of Inside
Information” published by the Securities and Future Commission
in June 2012 to ensure inside information remains confidential
until the disclosure of such information is appropriately
approved, and the dissemination of such information is efficiently
and consistently made. The Company regularly reminds the
Directors and employees about due compliance with all policies
regarding the inside information. Also, the Company keeps
Directors, senior management and employees appraised of the
latest regulatory updates. The Company shall prepare or update
appropriate guidelines or policies to ensure the compliance with
regulatory requirements.
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Environmental, Social and Governance Report

RE HERERRSE

The Group is pleased to present its Environmental, Social and
Governance (‘ESG”) Report. The content contained herein
focuses on providing an overview of the environmental, social
and governance performance of its major operations in Hong
Kong and the PRC for the year ended 31 December 2020 (the
“Reporting Year”). This also facilitates the Group to conduct
thorough performance review and evaluation to enhance its
overall performance results in the future. The Reporting Year
coincides with our financial year.

SCOPE OF THE REPORT

This report has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” in
Appendix 20 to the GEM Listing Rules of the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The report
summarizes our ESG performance of our three major business
units, namely, EIMNTEHEHEBR AR (Guangzhou Nowtop
Technology Company Limited) (‘Guangzhou Nowtop”), & 5 &7
BB R AR A F (Guangdong Bluesea Mobile Development
Co. Ltd.) (“Bluesea Mobile”) and the Company, for the
Reporting Year.

SECTION A: ENVIRONMENTAL

The Group continuously strives to insist on its current
eco-friendly measures to reduce the carbon and emission
footprints in its daily operations. The Group will continue to
further develop its eco-friendly measures and provide positive
impacts to the environment in the future. For the Reporting Year,
the Group was not aware of any material non-compliance issues
with regard to the relevant environmental laws and regulations.
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EMISSIONS

Air emissions, including nitrogen oxides (“NO”"), sulphur
oxides (“SOy”) and particulate matter (“PM”), are the key air
pollutants which are mainly produced by the usage of stationary
combustion source and automobile fuel. As the principal
activities of the Group are sale of telecommunications products
and services, there was no material gaseous fuel consumption
involved in the business operation. Hence, air emissions
produced by the Group is minimal.

Greenhouse Gas (“GHG”) Emissions

Greenhouse gas emissions are the key culprits of global
warming, significantly threatening the climate system and leading
to climate changes. To fulfill its corporate social responsibilities,
the Group strives to reduce any negative impacts of the
greenhouse gas emissions.

Although the Group does not carry out business operation
leading to emissions of greenhouse gases directly, some indirect
emission sources, including consumption of electricity, disposal
of paper waste and air business travel by its employees, could
still be identified during the Group’s operation. During the
Reporting Year, the greenhouse gas emissions amounted to
22,916 tonnes (2019: 15,026 tonnes), with an increase of 53%
compared to last year. Same as last year, the greenhouse gas
emissions of the Group were mainly due to indirect energy
consumption', which accounted for more than 99% of the
Group’s total carbon emissions. During the Reporting Year,
the total greenhouse gas emission intensity amounted to
approximately 179 tonnes per employee® (2019: 127 tonnes).
Compared to last year, the greenhouse gas emissions intensity
of Bluesea Mobile and Guangzhou Nowtop have increased by
30% and 15% (2019: decreased by 13% and 33%) respectively
during the Reporting Year due to the change in carbon emission
factor in the PRC.

1 The carbon emission factor in Hong Kong was set at 0.5kg
CO,e/kWh according to the latest data published by CLP
Holdings Limited. The carbon emission factor in the PRC was set
at 0.8042 according to the latest data published by the Ministry of
Ecology and Environment, PRC.

2 As at 31 December 2020, there were a total of 128 employees
(2019: 118 employees) from Bluesea Mobile, Guangzhou Nowtop
and the Company.
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However, we still strive to improve our measures so as to
further reduce the carbon and greenhouse gas footprints in
the coming years. We noticed that electricity consumption was
the greatest culprit of its greenhouse gas emissions during the
Reporting Year. Thus, during the Reporting Year, the Group has
established a company policy over the usage of lighting in the
office for raising the awareness of energy conservation among
its employees. We also encourage all employees to treasure
electricity by consistently investing in energy-efficient facilities
used in data centres. In order to whittle down the paper usage
as well, we encourage our employee to reuse single-side-printed
paper as well as to use electronic documents instead of printed
documents in daily operations and communications. We believe
that our initiatives on environmental protection are for our better
environmental sustainability.

Environmental Investment in data centres

The Group owns two data centres in Guangzhou and one major
data centre is under construction. To reduce the electricity
consumption in the data centres, the Group invested in several
energy-efficient facilities, we believe that it is not only investing
our investments in data centres are for business purpose, but
also investing for a better environment in the future. Those
energy-efficient facilities included an air-conditioning system,
which could automatically adjust its speed according to
the room temperature, and save over 15% of energy when
comparing to the traditional air-conditioning system. A cooling
tower with an efficient water pump for cooling hot computer
components was also installed. Alike the air-conditioning
system, the cooling tower could also automatically adjust its
speed according to its usage.

For the Reporting Year, we controlled the increase in greenhouse
gas emissions at approximately 53%. To build the sustainable
community with our stakeholders, not only should we maintain
or even further enhance our services provided by data centres
to our customers in the future, but we would also continuously
invest in energy-efficient facilities for contributing to the reduction
of greenhouse gas emissions (For more details, please see the
section of Electricity Consumption).

RE-HERERHRE

A HADRNAZEEARRREFE
—FROMIBRERB R - HFVEEER B
NHERARBEFERERBIRNRATE
BRE-E RBEFE AKESHEA
AR AZTERERBNAABREK URRSESR
METRE BB R MEBRERABES L
PRAMETRER G BT EREZHE -
BMAORE RSB EREEEERE®m E
MERAAEARLEERIRPERET XN
RATENX - LAV E  RPEIRBRENE
BEAEMNRRERSENAFELEER

HBRPOMRIERE

AEBEREMEEMEZURS O M —EAR
EREERL RREBETLHNRES
SERAZEBRERME RFBEEHLETE
EREFENMREBEHRLETHRE &
ERTREFRENRE -ZFHEREE
RERARR ZEZRARBERADHME
X RHAMERZET REETBE15% A £ RE
BRMFTERBFRERE RATERTHE
BRUKRNELE - BREFRSFELNE  #
RENARBERAEEBHEHREK -

REEFE RAKLERBHENENER
ZHEXKS3% - RBEFNEETARKEERR
MR RSB TERERIEZE—D
ISR BUR O R T P IR AR - B3
TR HE AR A BRBE SR B PARL DR = R AB BF
B(EREZHIF F2HARE—)

[

Annual Report 2020 —E = FF £

57



58

Environmental, Social and Governance Report

RE HERERRSE

Waste Management

The principal operating activities of the Group refer to the sale
of telecommunication products and services, which does not
produce any hazardous waste, such as chemical wastes and
clinical wastes.

Besides, for the sake of reducing the number of equipment
disposals, we perform regular maintenance of equipment
located in the data centres and the head office so as to reduce
non-hazardous waste.

During the Reporting Year, the only significant non-hazardous
waste identified in the Group’s operations was the paper waste
which amounted to approximately 450 kg (2019: 228 kg), with
an intensity of 4 kg (2019: 2 kg) per employee. In this regard,
reducing the use of paper-printing and creating a paperless
working environment are our primary goals. We constantly
encourage our staff to use double-sided printing, and paper that
was printed on one side and did not contain any confidential
information was collected for reuse purpose. Usage of electronic
documents are encouraged to replace printed documents. We
will continue to make efforts on reducing paper waste in the
coming years.

USE OF RESOURCES

The Group aims to be an environmentally sustainable enterprise
to contribute to environmental protection.
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Electricity Consumption
Total Electricity Consumption (MWh)
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During the Reporting Year, the total electricity consumption of
the Group amounted to 28,484 MWh (2019: 25,383 MWh),
with an increase of approximately 12% compared to last year.
The electricity consumption intensity increased from 215 MWh
per employee last year to 223 MWh per employee during the
Reporting Year. The Group managed to control the increase
in electricity consumption intensity at approximately 4%. The
Group has strived for achieving energy-saving in data centres
by utilizing natural resources to reduce energy consumption
and using eco-friendly electrical appliances. By these means,
the Group intends to reduce the carbon and energy footprints
in the coming years, aiming to build a green and sustainable
community.

RE-HERERRSE

Electricity Consumption per Employee (kWh)
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To save and preserve energy for operation of the data centres,
the Group continuously invested in several energy-efficient
facilities, including air-conditioning system, cooling tower with
water pump and other forms of equipment, located in the data
centres in Guangzhou. Air-conditioning system, with Grade 2
Energy Label, could adjust its cooling power automatically for
a steady temperature. The cooling water pump with Grade 2
Energy Label, could adjust its speed automatically to transfer
cool water into the air-conditioner, which could maintain
the room temperature at a constant and appropriate level.
Besides, the Group advocates the usage of LED lighting in the
data centres for energy saving purpose. In the light of these
energy-saving means, the Group believes that continuous usage
of these facilities could better monitor energy consumption
along with its business expansion in the future.

In addition, we also implemented several resource-saving
measures in the office to minimize the use of electricity. We have
fully utilized natural lighting at office in order to minimize the
use of electrical lighting so as to save energy. Strict guidelines
on usage of lighting are announced to our employees to
raise their awareness of energy conservation. Besides, usage
of energy-efficient appliances with Grade 1 Energy Label
was encouraged at office. We would keep improving our
effectiveness of electrical energy conservation as well as the
efficiency of electrical energy consumption in the coming years.

Paper Usage

Paper usage is always one of the critical concerns in the
consumption of natural resources since logging is involved in the
production of paper which affects the environment both directly
and indirectly. Paperless work environment has been promoted
and encouraged within the Group. We encourage our employees
to use electronic documents to replace printed documents, and
to collect and reuse paper that was printed on one side and did
not contain confidential information for double-sided printing
purpose. The usage of paper was approximately 450 kg during
the Reporting Year (2019: 228 kg), with a significant increase
of approximately 97% compared to last year due to the rising
demand for contract papers and bidding documents. The paper
usage intensity during the Reporting Year was recorded as 4 kg
per employee (2019: 2 kQ).
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Water Consumption & Packaging Materials

As the Group’s operations mainly focus on providing services,
both water consumption and packaging material consumption
of the Group are not seen as having material impacts on the
environment. Nonetheless, we still remind our employees to
reduce the water consumption through posting notices in the
office. In addition, since we sourced water from governmental
bodies, there was no water-sourcing issue identified during the
Reporting Year.

THE ENVIRONMENT AND NATURAL
RESOURCES

The Group believes that corporate development should not
come at the expense of the environment. Therefore, we have
been adopting environmental-friendly practice in various
aspects. For example, we invested in several energy-efficient
facilities located in our data centres, and have been adopting
paperless work environment to reduce paper wastage.

SECTION B: SOCIAL

EMPLOYMENT

We believe that continued business success relies on the full
contribution and support of our talented employees. We treasure
our employees and treat them as the most valuable assets
of our Group, based on their continuous commitment and
contribution for helping us to achieve our corporate goals and
continuously lead us to attain different levels of achievements.

We advocate a harmonious and friendly work environment for
our employees. We have established a set of formal human
resources policies and procedures, which provides guidance on
the day-to-day operations, including staff recruitment, probation,
termination, promotion, retirement, transfer, performance
appraisal, salary, bonus, leave and other benefits.
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Our Employees

As at 31 December 2020, there were a total of 128 employees
(2019: 118 employees) in Bluesea Mobile, Guangzhou Nowtop
and the Company. The number of male to female employees
maintained a healthy ratio of 2:1 as same as last year. The
Group believes that maintaining a diverse and inclusive
workforce in the coming future with respect and care given
to its employees is very critical for running a sustainable and
successful business.

Employment by Age Group
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During the Reporting Year, the Group maintained an average
monthly employee turnover rate of 2.92% (2019: 3.30%), with
an average monthly turnover rate of 3.56% and 1.65% (2019:
3.83% and 2.25%) in terms of male and female employees
respectively. We constantly value our employees and advocate
team spirit among our employees. To further strengthen the
bonding of our employees, team-building activities were held so
as to enable our employees and management to connect with
each other. With our consistent efforts in maintaining our team
relationship, we believe that we are able to maintain our team
and retain our talented employees.

Neo Telemedia Limited FEHIEEEBEFR LA A

MRS

RZZE_ZEF+_A=+—H FHEBH.
BEMERARARNRARNEEAHA128% (ZF
—NE118%) - BLEE ABLIREF
—HERE2 INRFRE-AEERE K
KRBTt RBEREROAT R HRE
BARMAF SRNEL2AHEZREKINDN
EBmszMESR-

Employment by Gender
ZRIE D WERER

66%

= Male = Female

ES £24

RBEFE AEBFHEBRARERAERHE
BFE2.92% (ZE—NF:3.30%)  BLR
BMAYREAES R A3.56% &1.65% (==
— JLEF : 3.83% K2.25%) o T P11 4R E AR F A
MES BEEKBE - BE—TNBES Y
MBS RMERNETERERTE UER
MHEEHREEE  MEMNBLIBBE - BB
BB ES NHEERBBAE ROBERM
BEMEEERANERTRERMESHE

5 o



Environmental, Social and Governance Report

Employee Benefits

We consider our employees as the key to sustainable business
growth. Thus, we offer a comprehensive benefit package,
including mandatory retirement fund, insurance and annual
leave to attract and retain employees. Employees are entitled
to compensation on equal opportunities based on their job
performance. We also award employees with a year-end bonus
according to the employees’ and the Group’s performance.
Besides, employees’ performance appraisal is conducted on an
annual basis for determining the extent of salary increase and
the award of promotion as incentive to reward staff commitment
and contribution.

In addition, for the employees working in Guangzhou, they were
enrolled in Social Security Scheme and Housing Provident Fund
with reference to the Labor Law of the People’s Republic of
China.

The Group strictly abides with the Employment Ordinance, the
Mandatory Provident Fund Schemes Ordinance in Hong Kong,
and Labour Law of the People’s Republic of China, Social
Insurance Law of the People’s Republic of China, Regulations
on Management of Housing Provident Fund in the PRC, and
other relevant laws and regulations which cover all employment
protection and benefits.

Harmonious Workspace

We strive to provide a harmonious working environment
sharing equal opportunities among all of our employees. We
have established a formal equal opportunity policy to provide
guidance to our employees on compliance with the Sex
Discrimination Ordinance (Cap. 480), Disability Discrimination
Ordinance (Cap. 487), and Family Status Discrimination
Ordinance (Cap. 527), etc. so as to build a workplace free
from any harassment and discrimination. Our equal opportunity
policy applies to staff recruitment, training and development,
recognition and reward, and termination and dismissal. We
respect our employees regardless of their age, race, gender,
national origin, religion, physical condition, medical condition,
marital status and/or sexual orientation. Our employees are also
required to take all necessary actions to ensure that colleagues
would not be discriminated. For those employees acting
improperly or breaching of contract terms and code of conduct
will be terminated in order to protect the interests of the Group
and other employees. Compensations are provided when
applicable.
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Work-life Balance of Employee

We strive to encourage work-life balance for our employees by
providing them with five-day work week, with 7.5 working hours
per day and 5 to 25 days of annual leave according to their
job positions and length of services. Overtime compensation is
offered to employees at 1.5 to 2 times of the staff basic salary.
In addition, employees are also entitled to special leaves to meet
their family’s needs, such as marriage leave, funeral leave and
maternity leave, etc.

HEALTH AND SAFETY

We are committed to building up a safe and healthy workplace
for our employees. A set of formal safety procedures has been
included in the staff handbook to give guidance to employees
and improve their responsiveness to emergencies. Employees
must report to the supervisors or department heads in a timely
manner in case of occurrence of an accident. The department
heads are responsible for ensuring that appropriate policies,
procedures and safeguard measures are implemented in
practice. For any injuries, the department heads are responsible
for providing aids, investigating and reporting the cases
immediately.

Fire extinguishers are placed in the office and several escape
signs are placed on the wall and under the ceiling for guiding
people to leave the scene of the accident in case an accident
occurs. For safety consideration, we also install manual fire
alarm system in office. Any employee could press the manual
fire alarm button to alert all employees to the emergency which
has occurred. Notice reminding employees to be careful when
getting close to the main switch is posted on the main switch
box. Additionally, CCTVs are installed in the corners of the
office so as to ensure safety protection of assets and personal
security.

Moreover, the Group recognizes the preparedness to
emergency. There were regular fire drills held in the data centres
for our employees to be familiar with the evacuation procedures
when emergencies occur. A detailed report will be prepared to
review the results of the fire drills so as to help our employees
notice the weaknesses and improve in the next fire drill.

The Group subscribes medical insurance for all of its employees
against any clinical, dental, hospital and surgery costs. The labor
insurance and housing provident fund are closely monitored and
adjusted according to the headcounts of employees. The Group
also engaged professional third party for providing its employees
with regular health check scheme.
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In addition, in the midst of COVID-19 pandemic, the Group
has formulated the “Pandemic Prevention Manual”, which sets
out the early warning system for the pandemic and the safety
measures to address it. The Group has implemented a series of
precautionary measures to ensure the safety of our employees,
including but not limited to, regular office cleaning and sanitizing,
provision of hand sanitizers and face masks.

In the light of the above practices, no death or permanent
disability case and no working days lost due to work-related
injuries was noted during the Reporting Year (2019: nil).

DEVELOPMENT AND TRAINING

Empowering employees is one of our priority. We provide a
wide range of training to our employees during the Reporting
Year. Not only do we aim at equipping our employees
with the requisite skills and knowledge, but we also target
at shaping our employees into future leaders. During the
Reporting Year, the Group provided approximately 397 hours
(2019: 274 hours) of trainings, including induction trainings
and technical skills trainings, to 33 employees comprising
approximately 26% (2019: 19%) of the total workforce. Upon
the 33 trained employees, 21% (2019: 32%) were female
employees. Alongside the internal trainings, the Group also
provides subsidies to its employees for their external trainings
and seminars. The Group will continuously encourage all its
employees to pursue continuous professional development so
as to facilitate their growth along the career path in the future.

LABOR STANDARDS

We fully comply with the labor laws and relevant legislations
that prohibit child labor and forced labor. We do not employ
any person below the age of eighteen. Each applicant needs to
present his/her personal identity document to the Group during
the recruitment process so as to prevent the employment of
child labor by the Group. In addition, we strive to ensure that
no employee is forced to work against his/her will, or work as
forced labor. No violent measures or actions through deliberate
creation of difficulties, threatening and physical punishment, etc.
shall be taken by anyone to force an employee to work. Through
the whistle-blowing mechanism, employees are able to voice out
injustice they face. For any reported cases, the Management will
investigate into the case immediately, and take further follow-up
actions if necessary. During the Reporting Year, no material
non-compliance with applicable laws and regulations in relation
to labor standards was noted.
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SUPPLY CHAIN MANAGEMENT

To express our vision on becoming a leading operator in the
big data and mobile Wi-Fi services as well as next-generation
internet (NGI) integrated services and solutions market, the
Group is dedicated to build a sustainable long-term relationship
with its suppliers. The Group also recognizes that appropriate
and rigorous management of its suppliers could influence
its suppliers positively in order to help achieve its corporate
mission.

The Group implements proper management on its supply chain.
In this regard, approved supplier list has been maintained and
suppliers’ performances are assessed annually. By this means,
the responsible employees of the Group conduct regular
checks on data centres to ensure that the services provided
to our customers are speedy, secure and highly effective. In
this regard, regular checks on data centres also ensure that
the equipment and instruments supplied are well-functioning
with high quality. For those suppliers which failed to meet the
requirements set by the Group, they would be removed from
the approved supplier list. In addition, during the process of
performance of supplier-selection process, the financial and
operational background (including recognized qualifications
and licenses) of the suppliers, relevant price level, as well as
the terms and conditions of customers’ requirements are all
taken into consideration. The Group continues to implement
appropriate management measures on the supply chain so as
to maintain high quality services provided to its customers to
achieve the corporate mission.

As at 31 December 2020, there were 20 approved suppliers
located in the PRC.
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PRODUCT RESPONSIBILITY

The Group is committed to providing convenient, speedy,
secure, available, highly effective and professional internet
access services, channels, content services and interactive
communication services to its customers. To maintain the
high standards of quality and reliability of the services, regular
checks on data centres are conducted. Meanwhile, periodic
maintenance of the equipment and instruments of data centres
is performed. In addition, the Customer Service Department
provides 24/7 service so as to handle and respond to
customers’ complaints and enquiries promptly. Various channels
have been set up for customers to express their comments and
recommendations.

Additionally, the Group is committed to protecting the personal
information of its customers during the process of delivery of
its services. Newly recruited employees are required to sign
the non-disclosure agreement to ensure confidentiality of the
Group’s business strategies and customers’ data protection.
Only those authorized personnel are able to access the systems
for obtaining customers’ information. Unauthorised access of
the Group’s information system is strictly prohibited. Confidential
information is also under strict monitor to prevent any direct
or indirect information leakage to external parties through any
means. Discarded and obsolete equipment of data centres is
stored and monitored by the responsible employees without
improper disposal.

Besides, directors and employees should avoid any conflicts of
interest. Employees are required to make declaration, through
reporting to management, that they uphold the Group’s value
principle without being influenced by their private interest/goal,
when any actual or potential conflicts of interest arise.

During the Reporting Year, no material non-compliance with
applicable laws and regulations related to product responsibility
was noted.
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ANTI-CORRUPTION

To ensure an ethical business environment, a set of formal Code
of Conduct (“CoC”) has been established and is circulated to
all of our employees. Our CoC is in line with the anti-corruption
policy published by Hong Kong Independent Commission
Against Corruption (“ICAC”) and the Prevention of Bribery
Ordinance (Cap. 201) in Hong Kong. Our employees are
required to comply strictly with applicable laws, including but
not limited to, the Prevention of Bribery Ordinance. All forms
of bribery and corruption are strictly prohibited. Employees
should not solicit or accept any advantages for themselves.
Only promotional gifts or souvenirs as well as gifts given on the
occasion of festivals with a maximum limit of HK$500 in value
can be accepted by our employees. However, the relevant
employees should still report the case through a standard
written form to the Group and seek direction on how the gifts
or souvenirs concerned should be handled. Moreover, we
also advocate the awareness of anti-corruption among our
customers and suppliers. Anti-corruption agreements were
signed with our customers and suppliers in order to upload our
core values. The Group values and welcomes its employees to
report any suspected malpractices through various channels, i.e.
emails, website, in person. The management will take immediate
action to investigate on the issue and take follow-up actions if
necessary.

During the Reporting Year, no concluded legal cases regarding
corruption practices brought against the Group or its employees
were noted.

COMMUNITY INVESTMENT

The Group engages in building and committing to the
community by actively contributing to the community in different
aspects. We encourage our employees to participate in various
charitable activities. During the Reporting Year, our donation to
public charities amounted to approximately HK$2,000. There
were also 7 employees who participated in the charitable
activities for a total of 8 hours.
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Environmental, Social and Governance Report

Support the community

On the Dress Casual Day of 2020 held by the Community
Chest, we donated towards building a better community for
the provision of child and youth care services, elderly services,
family and child welfare services, medical and health services,
rehabilitation services, and community development, etc.

REGULATORY COMPLIANCE

The Group was not aware of any non-compliance with laws and
regulations that has a significant impact on the Group relating
to emissions, employment, health and safety, labor standards,
product responsibility and anti-corruption during the Reporting
Year.
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Independent Auditors’ Report
% 3L 1% B ED

HLB

TO THE SHAREHOLDERS OF NEO TELEMEDIA LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Neo Telemedia Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 79 to
236, which comprise the consolidated statement of financial
position as at 31 December 2020, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2020, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“‘HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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Independent Auditors’ Report (Continued)

BASIS FOR OPINION

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

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to Note 3 in the consolidated financial
statements, which indicates that the Group incurred a net
loss of approximately HK$127,751,000 during the year
ended 31 December 2020 and, as of that date, the Group’s
current liabilities exceeded its current assets by approximately
HK$1,765,357,000. As stated in Note 3, these events or
conditions, along with other matters as set forth in Note
3, indicate that a material uncertainty exists that may cast
significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
“Material Uncertainly Related to Going Concern” section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.
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Independent Auditors’ Report (Continued)

BB RS (&)

KEY AUDIT MATTERS (Continued)

FASEEITEE (|

Key audit matter

BEETER

How our audit addressed the key audit matter

EMNESFNAEEERESNEE

Impairment assessments on goodwill and intangible assets

BERBREE ZREA

Refer to notes 3, 12, 20, 21 and 22 to the consolidated financial statements.

BLHGAMBRRMES 1220 21 k22 °

The Group has goodwill and intangible assets with net
carrying amounts of approximately HK$116,047,000
and HK$101,231,000 respectively which are
allocated to the cash-generating-units of sale of
telecommunication products and services and internet
finance platform (“CGUs”") as at 31 December 2020.
Management performed impairment assessment
of CGUs and concluded that no impairment loss
was provided on the goodwill and intangible
assets respectively. This conclusion was based
on recoverable amount that required management
judgment with respect to the discount rate, underlying
cash flows and cost of disposal, in particular future
revenue growth and capital expenditure. Independent
external valuation reports were obtained in order to
support management’s estimates.
RZZE_ZF+-A=+—H' EBEEESIEZHE
B oo K AR5 DA I B B ?ﬂ%vaﬂi‘*%ﬁzfﬁﬁfz
AEN([REELEEN ) HERETLEENKRE
FE 5 Bl 49 5116,047,0007% 7T & 101,231,0005%8 7T ©
ERBCDHRSELEEMETREN G WELAR -
BEMEBLEETES BIFHEMEREE - &R
RAKE € EEL EREZEREMRITRE HBHR
emERHEXNTIELHE LERRKERERK
BARAX RXFEERE MG 2SWEELIND
BERE -

Our procedures in relation to the management’s
impairment assessment included:

Bl EREREMEETIREFEE:

° Evaluating the independent external valuer’s
competence, capabilities and objectivity;

o RHMEBIMINERE(ERD 2 BEN B h R EEIL

° Assessing the methodologies used and the
appropriateness of the key assumptions based
on our knowledge of the relevant industry and
using our valuation experts;

o ERBMYMBATEZRBLRPAHMANMGE
ERTEAERAZAEREERR 2B

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

e REBMEEBLRITRZIBBEEIZRRE
ARRELHER &

o Checking, on sampling basis, the accuracy and
relevance of the input data used.
o  HMIEKREMARABIE MR RAEE-

We found the key assumptions were supported by the
available evidence.

KPR RIERRAAGEEE -
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Independent Auditors’ Report (Continued)

KEY AUDIT MATTERS (Continued)

BWIAZBEHRE (&)

S EITEIE (|

Key audit matter

BEETER

How our audit addressed the key audit matter

EMNENAEEERESNEE

FEWRRSR - & R H fth IR WK IR 2 W B FF G

Impairment assessments on accounts receivable, deposits and other receivables

BLMGEA M EHRRMES 612 2425 -

Refer to notes 3, 6, 12, 24 and 25 to the consolidated financial statements.

As at 31 December 2020, the Group had gross
accounts receivable of approximately HK$115,097,000
and provision for impairment of approximately
HK$24,289,000 and gross deposits and other
receivables HK127,836,000 and provision for
impairment of approximately HK$24,443,000
respectively.
R_Z_ZTF+-_A=+—H' EXKESFIBEREK
AR S48 5 £9115,097,0007% 7T K 81 18 5 1 £924,289,000
7B 7T MR & I H Ath & IR TR 48 8R1127,836,00078 7T &
B B HE £924,443,00078 7T ©

Management performed periodic assessment on the
recoverability of the accounts receivable, deposits and
other receivables and the sufficiency of provision for
impairment based on information including credit profile
of different counterparties, ageing of the receivables,
historical settlement records, subsequent settlement
status, expected timing and amount of realisation
of outstanding balances, and on-going relationships
with the relevant counterparties. Management also
considered forward-looking information that may impact
the counterparties’ ability to repay the outstanding
balances in order to estimate the expected credit
losses for the impairment assessment.
ERERBETREFHNERAER  BUFIERBRE -
BEAERE BELERR HHRBRRERS
HRERSBREMBAHFINREXIBREZER
HE MR - R I E fh FE M R IE B AT U B 14 BRI E
BENORTUHETEHRTH -EREBTERARTE
HFEFEERESEMRENDATELEER  UEHER
B TEREEEE -

Our procedures in relation to management’s
assessment for expected credit losses of the accounts
receivable, deposits and other receivables as at
31 December 2020 included:

MM EREEHRN S _EF+-A=+—HEK
B Re REMBRRIBELEREEBET HE
TREFeE:

° Understanding and evaluating the key controls
that the Group has implemented to manage and
monitor its credit risk, and validating the control
effectiveness on a sample basis;

e TERIWHNME BEXEEAEREREZHEEERR
EE@W%%@%%%%E%%%%%W%@

° Checking, on a sample basis, the ageing profile
of the accounts receivable, deposits and other
receivables as at 31 December 2020 to the
underlying financial records and post year-end
settlements to bank receipts;

s HMBBRER_Z_ZFST_A=+—HBHE@Y
% 50 8% N B B W AR 3K - 1R & Ko E b 8 W SR IE BY
ARECIE L R F 45 B 12 M RITRR P A8 E R

o Inquiring of management for the past due status
of each of the material accounts receivable,
deposits and other receivables as at year
end and corroborating explanations from
management with supporting evidence, such
as performing public search of credit profile of
selected customers, understanding on-going
business relationship with the counterparties
based on trade records and operation record,
checking historical and subsequent settlement
records of and other correspondence with the
counterparties; and

e NMERELTARMNFAERANSTERBEIRR
17 e K Ath & YR IR &) 2 8 HR AR R 3 A 2 B FE
BEEEREENRE WHEFTEFPHAREE
MR AHKFH BREX G RELLHT
MEHRFFTONREXEBRAR RERHEFHH

FEse R HiR B o sk R H A BA &
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Independent Auditors’ Report (Continued)

BB RS (&)

KEY AUDIT MATTERS (Continued)

FASEEITEE (|

Key audit matter

BEETER

How our audit addressed the key audit matter

EMNEFNAEEERESNEE

We focused on this area due to the impairment
assessment of accounts receivable, deposits and other
receivables under the expected credit losses model
involved the use of significant management judgements
and estimates.
BM@EFILSEE TR RERBEEEEENEST
B W AR 3K 12 & S B i FE M R IBRUE R 8% 8 A
BREREHE R hET

° Assessing the appropriateness of the expected
credit loss provisioning methodology, examining
the key data inputs on a sample basis to
assess their accuracy and completeness, and
challenging the assumptions, including both
historical and forward-looking information, used
to determine the expected credit losses.

e FIEAMEEBEBENFTERESE MM
BEFEBABBUNGERSER R TE
WHANETEBEEBENE - RATEIEE
HERBRIEL G-

We found that the management judgment and
estimates used to assess the impairment of accounts
receivable, deposits and other receivables to be
supportable by available evidence.
BMBEREEERAUTEBBEREN  Re REMEK
RIEREELRHEBRETEAEIEEREI -
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Independent Auditors’ Report (Continued)

OTHER INFORMATION

The directors are responsible for the other information. The
other information comprises the information included in
the annual report, but does not include the consolidated
financial statements and our auditors’ report thereon. (“Other
Information”).

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

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

RESPONSIBILITIES OF THE DIRECTORS
AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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Independent Auditors’ Report (Continued)

BB RS (&)

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditors’ report that includes our opinion. We
report our opinion solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

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

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

Neo Telemedia Limited FE I EEEBERA A
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Independent Auditors’ Report (Continued)

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

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

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

We also provide Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear
on our independence, and where applicable, actions taken to
eliminate threats or safeguards applied.
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AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

The engagement director on the audit resulting in this
independent auditors’ report is Wong Sze Wai, Basilia.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Wong Sze Wai, Basilia
Practising Certificate Number: PO5806

Hong Kong, 24 March 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GERmkEtEERER

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

2020 2019
—E-EF —E-NEF
Notes HK$’000 HK$’000
B 5 FExT FHET
Revenue g 7 464,908 817,141
Cost of sales $HE AR (394,191) (743,785)
Gross profit EF 70,717 73,356
Other income and gains B A R s 8 7,011 10,651
Gain on disposal of subsidiaries HEMB AR W 37 2,535 28,384
Gain on disposal of a joint venture HE—MeE ARz WE 19 - 373
Selling and marketing costs HE R iigH B AR (24,462) (30,020)
Administrative and other expenses THRRERHEMER (153,037) (144,372)
Net change in impairment losses FEHREEBEREXNTZ
under expected credit loss model BEEE 2 FEEE 7,671 (2,549)
Write-off/impairment loss recognised  FLEFL B EER
in respect of intangible assets W REEE 21 (33,358) (39,524)
Impairment loss recognised in respect w2 MR 2 B E &8
of goodwiill 20 - (15,188)
Share of results of joint venture i N 19 — (82)
Finance costs A& AR 10 (17,069) (3,317)
Loss before tax BRELATE 1B 12 (139,992) (122,288)
Income tax credit FiEHE R 11 12,421 6,645
Loss for the year FAEE (127,571) (115,643)
Other comprehensive income/(loss) FREMEEWE
for the year, net of tax (E5#8) (IMBRBIE)
Items that may be reclassified HEBEEFH HIEE
subsequently to profit or loss: BmoEE :
Exchange differences arising on FRBLEGINETS
translation of foreign operations EACERERS
during the year 48,647 (20,276)
Reclassification of cumulative FALEFINE
translation reserve upon disposal of 15 2 51 0E K&
foreign operations during the year EFSE (1,110) -
Other comprehensive income/(loss) FREMEERES
for the year, net of tax (E18) (Hk%FmE) 47,537 (20,276)
Total comprehensive loss FREEEELE
for the year (80,034) (135,919)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)

ERmkEtEERER (F)

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

2020 2019
—E-EF —E-NEF
Notes HK$’000 HK$'000
gz F&T FHET
Loss for the year RTFTATEMER
attributable to: Eia:
Owners of the Company ZA/NEIE/ Z =N (110,344) (94,550)
Non-controlling interests IR S (17,227) (21,093)
(127,571) (115,643)
Total comprehensive loss DTALTEAEZEA
attributable to: B
Owners of the Company RAREEB A (65,070) (112,431)
Non-controlling interests IS (14,964) (23,488)
(80,034) (135,919)
HK Cents HK Cents
B4l il
Basic and diluted loss per share BREAREBEER 13 (1.16) (0.99)
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Consolidated Statement of Financial Position

= A L3y
e ARRE
As at 31 December 2020 WR—-FE-F#F+—-H=+—H
2020 2019
—E-EF —E-NF
Notes HK$’000 HK$’000
gz FE T FAT
Non-current Assets ERBEE
Property, plant and equipment LES =S 17 2,618,404 1,671,490
Right-of-use assets ERAEEE 18 307,574 83,983
Goodwill EES 20 116,047 116,047
Intangible assets B EE 21 101,231 157,816
Prepayment for property, plant and W BEREEZ
equipment AT B 25 2,647 189,802
Deferred tax assets RERIEE E 32 5,920 7,268
3,151,823 2,226,406
Current Assets RBEE
Inventories e 23 2,417 4,878
Accounts receivable JFE Uk BR 3k 24 90,808 112,279
Prepayments, deposits and other ENRIE -HE R
receivables Ny & 25 161,049 134,948
Note receivable JE U R R 26 = 61,586
Cash and cash equivalents HE LB EEY 27 31,143 17,926
285,417 331,617
Current Liabilities REBEE
Accounts payable FETBR K 28 52,811 68,195
Other payables and accruals H b B A< 5RI8 K BT RIE 29 124,034 78,226
Contract liabilities EHaE 29 31,149 1,529
Lease liabilities HEaE 30 205,569 9,364
Borrowings B 31 1,601,122 1,081,449
Tax liabilities MIEBE 36,089 52,742
2,050,774 1,291,505
Net Current Liabilities REBEERE (1,765,357) (959,888)
Total Assets less Current Liabilities #EERARBERE 1,386,466 1,266,518
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Consolidated Statement of Financial Position (Continued)

mEMBRAR (F)

As at 31 December 2020 W—-—FE—F#Ff+—H=4+—H
2020 2019
—E-FF —T-NF
Notes HK$’000 HK$’000
B EE FE T FAT
Non-current Liabilities kREBEE
Deferred tax liabilities EEHIBBE 32 25,308 39,382
Lease liabilities HE&E 30 260,136 39,990
285,444 79,372
Net Assets BEEFE 1,101,022 1,187,146
Capital and Reserves EXREE
Share capital % 7R 33 952,218 952,218
Reserves i 86,243 169,213
Equity attributable to owners of KARHEE AEGER
the Company 1,038,461 1,121,431
Non-controlling interests FEIE AR M = 62,561 65,715
Total Equity BB 1,101,022 1,187,146

The consolidated financial statements were approved and 4 AMEREN - -_—F=F_+HHE
authorised for issue by the board of directors on 24 March 2021 EZe# EREBEZTE TH FIEERX

and signed on its behalf by: FE:
CHEUNG Sing Tai TAO Wei
RER b &
Director Director
EE EE
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2020 g} E —E - FEF = H=+—HIFF/F

GEEGEEEE

Attributable to owners of the Company

KAAREARE
Share Non-
Share Share options Translation Statutory  Accumulated controlling
capital premium reserve reserve reserve losses Sub-total interests Total
BE BOER  BREGE BEERE EERE RitER it FERER @it
HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$ 000
TAL TARL TERL TR TAL TARL TERL TR TAL
(Note)
(H3)
At 1 January 2019 R=E-n5-A-B 952,218 1,759,494 17,246 (29,445) 1,893 (1,464,955) 1,236,451 86,614 1,323,065
Loss for the year FRER = = S = S (94,550) (94,550) (21,003) (115,643
Other comprehensive loss
ltems that may be reclassifed
subsequently to profit or loss:
Exchange diflerence on tranglation of BB EBES ERER

foreign operations - - - (17,881) - - (17,881) (2,395) (20,276)
Total comprehensive loss for the year FRREFELE - - - (17,881) - (94,550) (112,431) (23,488) (135,919)
Acquisition of non-controllng interests M 32 RS (i 5E36)

(Note 36) - - - (288) - (2,301) (2,589) 2,589 -
Share options lapsed BRERH - - (89) - - 89 - - -
At 31 December 2019 and nﬁ AZt-BR

at 1 January 2020 952,218 1,769,494 17,157 (47,614) 1,893 (1,561,717) 1,121,431 65,715 1,187,146
Loss for the year - - - - - (110,344) (110,344) (17,227) (127,571)
Other comprehensive income/(loss)
ltems that may be reclassifed RETHENS

subsequently to profit or loss:

Exchange difierence on tranglation of R EFINEBEL ERER

foreign operations - - - 46,384 - - 46,384 2,263 48,647
Reclassffication of cumulative tranlation AL &85 £ H K RHEH Fele

reserve upon disposal of foreign EFSE

operations during the year = = - (1,110) o - (1,110) = (1,110)
Total comprehensive loss for the year - - - 45,274 - (110,344) (65,070) (14,964) (80,034)
Acquisttion of non-controling interests ~ WEEFE RS (HfE36)

(Note 36) - - - - - (17,900) (17,900) (3,365) (21,265)
Disposal of subsidiaries (Note 37) HEMBRE (a7 - - - - - - - 15,175 16,175
Share options lapsed BRE %Y - - (1,204) - - 1204 - - -
At 31 December 2020 RZZZZF+-A=+-R 952,218 1,759,494 15,863 (2,340) 1,893 (1,688,667) 1,038,461 62,561 1,101,022
Note: MizE -

According to the relevant rules and regulations in the People’s Republic
of China (“PRC”), subsidiaries of the Company established in the
PRC are required to transfer 10% of their net profit, as determined in
accordance with the PRC accounting standards and regulations, to the
statutory surplus reserve until the balance of the reserve reaches 50% of
their respective registered capital. The transfer to this reserve must be
made before distribution of dividends to owners of these subsidiaries.
Statutory surplus reserve can be used to set off previous years’ losses,
if any, and may be converted into capital in proportion to existing
equity owners’ equity percentage, provided that the balance after such
issuance is not less than 25% of their registered capital.

RighEARLME ([RE])BEED KOER
ZANUN TﬁAEF'.EXiZMT% AIAEREMNZ

10% (RREETPEE ﬁﬂ'J&xi%ﬁ?ﬁfim)iﬁ&
i%ﬁ%ﬁﬁ'E?c%xféﬁﬁzmﬁ%‘éﬁﬁxéz.%ﬂﬂ
BAR250% - BREZ VAR RZEHE A A
ZHEAAD KB SAEL R E R BRFHEN BELR
fﬁiﬂﬁiFZEﬂE(ﬁﬂ”ﬁ?) WA RN AR ESR
AZERBADHBRAIRA EAMBITRZ AR
T\?%f&ﬁéﬁﬁxﬁiﬂﬂﬁﬂSZ%%
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Consolidated Statement of Cash Flows

RERERER

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

2020 2019
“BCEF —nE
HK$’000 HK$'000
TER TEL
Operating activities REEK
Loss before tax BB AT B 1R (139,992) (122,288)
Adjustments for: FHEIEA
Finance costs BERA 17,069 3,317
Interest income FLEUA (966) (4,848)
Depreciation of property, WE -WEREENE
plant and equipment 44,697 39,059
Depreciation of right-of-use assets FRESENE 19,719 13,316
Amortisation of intangible assets BREEHH 23,030 33,562
Gain on disposal of subsidiaries HENB AR a (2,535) (28,384)
Gain on disposal of a joint venture HE—AEE QR - (379)
Gain on disposal of property, HEWE  BE RFEE W E
plant and equipment (1,426) (99
Write-off/impairment loss recognised in REFBERR
respect of intangible assets s/ RESSE 33,358 39,524
Impairment loss recognised in REERAAAEERE
respect of goodwill - 15,188
Loss on modification of lease HEBRBE - 71
Net change in impairment losses BHEEBBEATY
under expected credit loss model REBEFEEY (7,671) 2,549
Write-off of property, Wi BB REE
plant and equipment - 5,332
Share of results of joint venture EiEEERAEE - 82
Operating cash flows before ’“Eﬁﬁ@iﬂﬂu Z
movements in working capital RERERE (14,717) (3,992)
Decrease in accounts receivable P Ui BR F0R D 33,404 109,471
(Increase)/decrease in prepayments, BERE ReRE ﬁﬂf‘*‘%
deposits and other receivables ;B OEM) SR (57,811) 16,061
Decrease in inventories FERD 2,340 102
Decrease in accounts payable EREZR D (17,051) (57,081)
Increase in other payables and H e 508 R FE A OB
accruals 2 74,705 27,737
Increase/(decrease) in contract liabilities AHEEEM/ (RD) 27,858 (1,865)
Cash generated from operations ReELBmELERS 48,728 90,433
Income tax paid BTFEH (13,172 (1,673)
Income tax refund FrE R R 1,286 =
Net cash generated from operating RELBERELBRSFE
activities 36,842 88,760
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Consolidated Statement of Cash Flows (Continued)
SeRanEx (&)

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

2020 2019
“BCEF —E-NE
HK$’000 HK$'000
TER TET
Investing activities REETH
Acquisition of non-controlling interests Wi iR A (21,265) -
Disposal of subsidiaries (net of HEMB AR (KMkRA
cash and cash equivalent disposed) HERSEAEEEY) 2,136 11,330
Disposal of joint venture HEAEAT - 561
Purchase of property, plant and BENE BEKRZ
equipment (368,303) (476,546)
Cash paid for prepayment for HE BERSE
property, plant and equipment BRFEEIN RS (2,020) =
Repayment of loans advanced BB ER - 10,666
Settlement of note receivable RERWER 71,883 =
Interest received BUFIE 966 4,573
Net cash used in investing REEBFMAREER
activities (316,603) (449,416)
Financing activities RMEEHE
Bank borrowings raised EE/PTER 862,272 821,599
Repayment of bank borrowings BERTER (439,801) (373,969)
Lease rentals paid BEAHERS (23,023) (14,707)
Finance lease repaid BEMENE (26,307) =
Interest paid ERFIE (75,531) (63,633)
Net cash generated from financing activites BEFHEL2REFE 297,610 369,290
Net increase in cash and cash equivalents BE&REEZEYE NFE 17,849 8,634
Cash and cash equivalents FNRERBSEEN
at the beginning of the year 17,926 36,747
Effect of foreign exchanges rate INEERE S Z
changes (4,632) (27,455)
Cash and cash equivalents FREGRBESEEN
at end of the year 31,143 17,926
Analysis of balances of cash and FRESRASEEY
cash equivalents at the end of F ki
the year
Bank balances and cash RITHEBRRE 31,143 17,926
31,143 17,926
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CORPORATE AND GROUP
INFORMATION

Neo Telemedia Limited (the “Company”) is incorporated in
the Cayman Islands as an exempted company with limited
liability and its shares are listed on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The address of the registered office of the Company
is located at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands, and
its principal place of business in Hong Kong is located at
Room 901B, 9th Floor, Empire Centre, 68 Mody Road,
Tsim Sha Tsui, Kowloon, Hong Kong.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"). Other than those subsidiaries
established in the People’s Republic of China (the “PRC”)
whose functional currency are Renminbi (“RMB”), the
functional currency of the Company and its remaining
subsidiaries are HK$. The reason for selecting HK$ as
its presentation currency is that the Company is a public
company listed on the GEM, where most of the investors
are located in Hong Kong.

The Company is an investment holding company and the
principal activities of its subsidiaries are set out in Note 40
to the consolidated financial statements.

Neo Telemedia Limited FE I EEEBERA A

Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

NAE REEER
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

AMENDMENTS TO HKFRSs THAT ARE
MANDATORILY EFFECTIVE FOR THE
CURRENT YEAR

In the current year, the Group has applied the
Amendments to References to the Conceptual Framework
in HKFRS Standards and the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) for the first time, which
are mandatorily effective for the annual period beginning
on or after 1 January 2020 for the preparation of the
consolidated financial statements.

Amendments to HKAS 1
and HKAS 8

Definition of Material

Amendments HKFRS 3 Definition of a Business
Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform

The application of the Amendments to References to the
Conceptual Framework in HKFRS Standards and the
amendments to HKFRSs in the current year has had no
material impact on the Group’s financial performance
and position for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.

2. A BEMBREE

Al ([ERMHHEER])
kEBMBREEL ZE
IR

RAFERBERNE R
& EAMERT A

RAFE AEECEREAYE S
BREEBSIERS M2 BRI AU K
THmESetMAe (B85
AREDEGZEEMBRELEL 2B
AR ZEBIARBRERAEMBHRE
MEaR_E-_ZTF—A—Axkz&mME
B E BRI 98 I AR Ak

ERGHEREIRK
BER g ERIFH
ZEBFTA

ERMBIEEA
FEIJ/ BRI A

BEEMBREENESR . MERARHE
BB G ERIFI K
BB BHEEA
FTR/LZEF R

BAMZES

RBLER

RAFERBHFEVHREERS
BRI 2 BRI A KRB AN HRE LR
ZIEFT A ARG EAEE B EFEH
MBRBERARRR HZEERA T TER
RN BELBEEATE -
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (Continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are

not yet effective:

HKFRS 17

Amendment to
HKFRS 16

Amendments to
HKFRS 3

Amendments to
HKFRS 9, HKAS 39,
HKFRS 7, HKFRS 4
and HKFRS 16

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 1

Amendments to
HKAS 16

Amendments to
HKAS 37

Amendments to
HKFRSs

Insurance Contracts and the
related Amendments’

COVID-19-Related Rent
Concessions?

Reference to the Conceptual
Framework?

Interest Rate Benchmark
Reform — Phase 2°

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

Classification of Liabilities as
Current or Non-current and
related amendments to Hong
Kong Interpretation 5 (2020)’

Property, Plant and Equipment
— Proceeds before
Intended Use?

Onerous Contracts — Cost of
Fulfiling a Contract?

Annual Improvements to
HKFRSs 2018-20207
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE (Continued)

g Effective for annual periods beginning on or after 1 January

2023.

S Effective for annual periods beginning on or after 1 January
2022.

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

be determined.

. Effective for annual periods beginning on or after 1 June
2020.

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

Amendment to HKFRS 16 COVID-19-
Related Rent Concessions

The amendment is effective for annual reporting periods
beginning on or after 1 June 2020.

The amendment introduces a new practical expedient for
lessees to elect not to assess whether a COVID-19-related
rent concession is a lease modification. The practical
expedient only applies to rent concessions occurring as a
direct consequence of the COVID-19 that meets all of the
following conditions:

° the change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change;

2.

FER G BB IEmEE
B ([BBMBRELER])
NEBIIFRE LR 2 1E
17N ()
CEMGEMARERZHTES
MR EENREBMERE
B 2 EFT A (®)
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R

FEHMAER-
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g RETHBR ARz FEHBEE
e

4 MR-ZB-ZFRA-HRZERBZ
FEHEER-

° R-Z-—F—F—-H¥kz®&MAKZ
FEHE AR
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:TZ : COVID-19tBfifE & B &=

FZERTAR T _TFRA—HEkz’&
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE (Continued)

Amendment to HKFRS 16 COVID-19-
Related Rent Concessions (Continued)

o any reduction in lease payments affects only
payments originally due on or before 30 June 2021;
and

° there is no substantive change to other terms and
conditions of the lease.

A lessee applying the practical expedient accounts for
changes in lease payments resulting from rent concessions
the same way it would account for the changes applying
HKFRS 16 Leases if the changes are not a lease
modification. Forgiveness or waiver of lease payments are
accounted for as variable lease payments. The related
lease liabilities are adjusted to reflect the amounts forgiven
or waived with a corresponding adjustment recognised in
the profit or loss in the period in which the event occurs.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (Continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE (Continued)

Amendments to HKFRS 3 Reference to
the Conceptual Framework

The amendments:

o update a reference in HKFRS 3 Business
Combinations so that it refers to the Conceptual
Framework for Financial Reporting 2018 issued in
June 2018 (the “Conceptual Framework”) instead of
Framework for the Preparation and Presentation of
Financial Statements (replaced by the Conceptual
Framework for Financial Reporting 2010 issued in
October 2010);

° add a requirement that, for transactions and other
events within the scope of HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets or
HK(IFRIC)-Int 21 Levies, an acquirer applies HKAS
37 or HK(IFRIC)-Int 21 instead of the Conceptual
Framework to identify the liabilities it has assumed in
a business combination; and

° add an explicit statement that an acquirer does not
recognise contingent assets acquired in a business
combination.

The Group will apply the amendments prospectively to
business combinations for which the date of acquisition
is on or after the beginning of the first annual period
beginning on or after 1 January 2022. The application
of the amendments is not expected to have significant
impact on the financial position and performance of the
Group.

2.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE (Continued)

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

The amendments to HKFRS 10 Consolidated Financial
Statements and HKAS 28 Investments in Associates and
Joint Ventures deal with situations where there is a sale
or contribution of assets between an investor and its
associate or joint venture. Specifically, the amendments
state that gains or losses resulting from the loss of control
of a subsidiary that does not contain a business in a
transaction with an associate or a joint venture that is
accounted for using the equity method, are recognised
in the parent’s profit or loss only to the extent of the
unrelated investors’ interests in that associate or joint
venture. Similarly, gains and losses resulting from the
remeasurement of investments retained in any former
subsidiary (that has become an associate or a joint venture
that is accounted for using the equity method) to fair value
are recognised in the former parent’s profit or loss only to
the extent of the unrelated investors’ interests in the new
associate or joint venture.

The application of the amendments is not expected to
have significant impact on the financial position and
performance of the Group.
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (Continued)

NEW AND AMENDMENTS TO HKFRSs IN
ISSUE BUT NOT YET EFFECTIVE (Continued)

Amendments to HKAS 1 Classification
of Liabilities as Current or Non-current
and related amendments to Hong Kong
Interpretation 5 (2020)

The amendments provide clarification and additional
guidance on the assessment of right to defer settlement
for at least twelve months from reporting date for
classification of liabilities as current or non-current, which:

° specify that the classification of liabilities as current
or non-current should be based on rights that are
in existence at the end of the reporting period.
Specifically, the amendments clarify that:

(i) the classification should not be affected by
management intentions or expectations to
settle the liability within 12 months; and

(i) if the right is conditional on the compliance
with covenants, the right exists if the conditions
are met at the end of the reporting period,
even if the lender does not test compliance
until a later date; and (Note)

° clarify that if a liability has terms that could, at the
option of the counterparty, result in its settlement by
the transfer of the entity’s own equity instruments,
these terms do not affect its classification as current
or non-current only if the entity recognises the option
separately as an equity instrument applying HKAS
32 Financial Instruments: Presentation.

In addition, Hong Kong Interpretation 5 was revised as a
consequence of the Amendments to HKAS 1 to align the
corresponding wordings with no change in conclusion.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared in accordance with all applicable HKFRSs, which
collective term includes all applicable individual HKFRSs,
HKASs and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong Kong
and the requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions of the
Rules Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing rules”).

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical
experience and various other factors that are believed to
be reasonable under the circumstances, the results of
which form the basis of making judgements about carrying
values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates. The estimates and assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimates are
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and estimates with a significant risk
of material adjustments in the next year are discussed in
Note 4 to the consolidated financial statements.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION

For the purpose of preparation of the consolidated
financial statements, information is considered material
if such information is reasonably expected to influence
decisions made by primary users.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair value at the end
of each reporting period, as explained in the accounting
policies below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes
in these consolidated financial statements is determined
on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2, leasing
transactions that are accounted for in accordance with
HKFRS 16, and measurements that have some similarities
to fair value but are not fair value, such as net realisable
value in HKAS 2 or value in use in HKAS 36.

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

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset
or liability.

GOING CONCERN

The Group incurred a net loss of approximately
HK$127,571,000 (2019: HK$115,643,000) for the year
ended 31 December 2020. As at 31 December 2020,
the Group’s current liabilities exceeded its current
assets by approximately HK$1,765,357,000 (2019:
HK$959,888,000). Notwithstanding the above, the
consolidated financial statements have been prepared on
a going concern basis, the validity of the going concern
basis is dependent upon the success of the Group’s future
operations, its ability to generate adequate cash flows in
order to meet its obligations as and when fall due and
its ability to refinance or restructure its borrowings such
that the Group can meet its future working capital and
financing requirements.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOING CONCERN (Continued)

In the opinion of the Directors, the Group is able to
maintain itself as a going concern in the next twelve
months from the end of reporting period by taking into
consideration that:

(il

)

the cash flow projections can be achieved that
the Group would have sufficient working capital
to finance its operation and to meet its financial
obligations when they fall due within the next twelve
months from the end of the reporting period;

the net assets of the Group of approximately
HK$1,101,022,000 (2019: HK$1,187,146,000) as
at 31 December 2020, the Group should be able to
secure additional loan facilities, if necessary;

bank loans with carrying amount of approximately
HK$1,223,277,000 (2019: HK$802,454,000) as
at 31 December 2020 that are repayable more
than one year after the end of the reporting period
pursuant to the repayment schedule included in
the loan agreements, with a repayment on demand
clause, have been classified as current liability as
at 31 December 2020 in accordance with Hong
Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand
Clause (“HK-Int 5”). Taking into account the Group’s
financial position and the security provided to the
banks, the Directors believe that the banks will not
exercise its discretionary rights to demand immediate
repayment. The Directors believe that the bank loans
will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements;
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOING CONCERN (Continued)

(iv)

(vi)

other loans with carrying amount of approximately
HK$220,119,000 (2019: Nil) as at 31 December
2020 that are repayable more than one year after
the end of the reporting period pursuant to the
repayment schedule included in the loan agreements,
with a repayment on demand clause, have been
classified as current liability as at 31 December 2020
in accordance with HK-Int 5. Taking into account the
Group’s financial position and the security provided
to the lenders, the Directors believe that the lenders
will not exercise its discretionary rights to demand
immediate repayment. The Directors believe that
the other loans will be repaid in accordance with
the scheduled repayment dates set out in the loan
agreements;

as at 31 December 2020, there were unutilised
banking facilities of approximately HK$674,501,000
(2019: HK$517,296,000) which are expiring between
2026 and 2032; and

Dr. Lie, the substantial shareholder of the Company,
has committed to provide continuous financial
support to the Group to enable the Group to meet
its financial obligations as and when they fall due in
the next twelve months from the date of approval
of the consolidated financial statements for the year
ended 31 December 2020.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved where the Company:

o has power over the investee;

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

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

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

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances
in assessing whether or not the Group’s voting rights in an
investee are sufficient to give it power, including:

° the size of the Group’s holding of voting rights
relative to the size and dispersion of holdings of the
other vote holders;

° potential voting rights held by the Group, other vote
holders or other parties;

o rights arising from other contractual arrangements;
and
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

° any additional facts and circumstances that indicate
that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous patterns at previous shareholders’
meetings.

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

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

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

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

Changes in the Group’s interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amount of the Group’s relevant
components of equity and the non-controlling interests are
adjusted to reflect the changes in their relative interests in
the subsidiaries including re-attribution of relevant reserves
between the Group and the non-controlling interests
according to the Group’s and the non-controlling interests’
proportionate interests.

Any difference between the amount by which the
non-controlling interests are adjusted, and the fair value of
the consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling interest
(if any) are derecognised. A gain or loss is recognised in
profit or loss and is calculated as the difference between
() the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (i)
the carrying amount of the assets (including goodwill), and
liabilities of the subsidiary attributable to the owners of
the Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of equity
as specified/permitted by applicable HKFRSs). The fair
value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting
under HKFRS 9 or, when applicable, the cost on initial
recognition of an investment in an associate or a joint
venture.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS OR ASSET
ACQUISITIONS

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

Except for certain recognition exemptions, the identifiable
assets acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Framework for
the Preparation and Presentation of Financial Statements
(replaced by the Conceptual Framework for Financial
Reporting issued in October 2010).

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

° deferred tax assets or liabilities and liabilities or
assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits
respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment
at the acquisition date (see the accounting policy
below);
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS OR ASSET
ACQUISITIONS (Continued)

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

° lease liabilities are recognised and measured at
the present value of remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at acquisition date, except for leases
for which (a) the lease term ends within 12 months
of the acquisition date; or (b) the underlying asset
is of low value. Right-of-use assets are recognised
and measured at the same amounts as the relevant
lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with
market terms.

Optional concentration test

Effective from 1 January 2020, the Group can elect to
apply an optional concentration test, on a transaction-by-
transaction basis, that permits a simplified assessment
of whether an acquired set of activities and assets is not
a business. The concentration test is met if substantially
all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group
of similar identifiable assets. The gross assets under
assessment exclude cash and cash equivalents, deferred
tax assets, and goodwill resulting from the effects of
deferred tax liabilities. If the concentration test is met,
the set of activities and assets is determined not to be a
business and no further assessment is needed.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS OR ASSET
ACQUISITIONS (Continued)

Asset Acquisitions

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to
investment properties which are subsequently measured
under fair value model and financial assets/financial
liabilities at the respective fair values, the remaining
balance of the purchase price is then allocated to the
other identifiable assets and liabilities on the basis of
their relative fair value at the date of purchase. Such
a transaction does not give rise to goodwill or bargain
purchase gain.

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of identifiable assets
acquired and the liabilities assumed as at acquisition date.
If, after re-assessment, the net amount of the identifiable
assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation
are initially measured either at fair value or at the
non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of
non-controlling interests are measured at their fair value.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS OR ASSET
ACQUISITIONS (Continued)

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its acquisition
date fair value and included as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments made
against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed
one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.

The subsequent accounting for changes in the contingent
consideration that do not qualify as measurement period
adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as
equity is not remeasured at subsequent reporting dates
and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an
asset or a liability is remeasured to fair value at subsequent
reporting dates with the corresponding gain or loss being
recognised in profit or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in profit or loss, or offer
comprehensive income, as appropriate. Amounts arising
from interests in the acquiree prior to the acquisition
date that have previously been recognised in other
comprehensive income and measured under HKFRS 9
would be accounted for on the same basis as would
be required if the Group had disposed directly of the
previously held equity interest.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS OR ASSET
ACQUISITIONS (Continued)

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted retrospectively during
the measurement period (see above), or additional assets
or liabilities are recognised, to reflect new information
obtained about facts and circumstances that existed as of
the acquisition date that, if known, would have affected the
amounts recognised as of that date.

GOODWILL

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see the accounting policy above) less
accumulated impairment losses, if any, and is presented
separately in the consolidated statement of financial
position.

For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating units (or groups
of cash-generating units) that is expected to benefit from
the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOODWILL (Continued)

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the
cash-generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the
carrying amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit on a
pro-rata basis of the carrying amount of each asset in the
unit (or group of cash-generating units). Any impairment
loss for goodwill is recognised directly in profit or loss
in the consolidated statement of profit or loss and other
comprehensive income. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.
When the Group disposes of an operation within the
cash-generating unit (or a cash-generating unit within a
group of cash-generating units), the amount of goodwiill
disposed of is measured on the basis of the relative values
of the operation (or the cash-generating unit) disposed of
and the portion of the cash-generating unit (or the group
of cash-generating units) retained.

The Group’s policy for goodwill arising on the acquisition
of an associate and a joint venture is described below.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting, except
when the investment, or a portion thereof, is classified
as held for sale, in which case it is or the portion so
classified is accounted for in accordance with HKFRS 5.
Any retained portion of an investment in an associate or a
joint venture that has not been classified as held for sale
continues to be accounted for using the equity method.
Under the equity method, an investment in an associate
or a joint venture is initially recognised in the consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of profit or loss
and other comprehensive income of the associate or joint
venture. Changes in net assets of the associate or joint
venture other than profit or loss and other comprehensive
income are not accounted for unless such changes
resulted in changes in ownership interest held by the
Group. When the Group’s share of losses of an associate
or a joint venture exceeds the Group’s interest in that
associate or joint venture (which includes any long-term
interests that, in substance, form part of the Group’s net
investment in the associate or joint venture), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations
or made payments on behalf of that associate or joint
venture.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 &% —

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES (Continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date
on which the investee becomes an associate or a
joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost of the
investment over the Group’s share of the net fair value
of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss in
the period in which the investment is acquired.

The Group assesses whether there is an objective
evidence that the interest in an associate or a joint venture
may be impaired. When any objective evidence exists,
the entire carrying amount of the investment (including
goodwill) is tested for impairment in accordance with
HKAS 36 as a single asset by comparing its recoverable
amount (higher of value in use and fair value less cost
of disposal) with its carrying amount. Any impairment
loss recognised is not allocated to any asset, including
goodwill, that forms part of the carrying amount of
the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES (Continued)

When the Group cease to have significant influence over an
associate or joint control over a joint venture, it is accounted
for a disposal of the entire interest in the investee with a
resulting gain or loss being recognised in profit or loss.
When the Group retains an interest in the former associate
or joint venture and the retained interest is a financial
asset within the scope of HKFRS 9, the Group measures
the retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition. The
difference between the carrying amount of the associate or
joint venture and the fair value of any retained interest and
any proceeds from disposing of the relevant interest in the
associate and joint venture is included in the determination
of the gain or loss on disposal of the associate or joint
venture. In addition, the Group accounts for all amounts
previously recognised in other comprehensive income in
relation to that associate or joint venture on the same basis
as would be required if that associates or joint venture
had directly disposed of the related assets or liabilities.
Therefore, if gain or loss previously recognised in other
comprehensive income by that associate or joint venture
would be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss (as a reclassification
adjustment) upon disposal/partial disposal of the relevant
associate or joint venture.

The Group continues to use the equity method when an
investment in an associate become an investment in a
joint venture or an investment in a joint venture become an
investment in an associate. There is no remeasurement to
fair value upon such changes in ownership interests.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND
JOINT VENTURES (Continued)

When the Group reduce its ownership interest in an
associate or a joint venture but the Group continues to
use the equity method, the Group reclassified to profit or
loss the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating
to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a
joint venture of the Group, profits and losses resulting
from the transactions with the associate or a joint venture
are recognised in the Group’s consolidated financial
statements only to the extent of interests in the associate
or joint venture that are not related to the Group.

SUBSIDIARIES

A subsidiary is a company in which the Company directly
or indirectly controls more than half of the voting power,
or controls the composition of the board of directors.
Investments in subsidiaries are carried in the Company’s
financial statements at cost less impairment loss.

REVENUE AND OTHER INCOME
RECOGNITION

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE AND OTHER INCOME
RECOGNITION (Continued)

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

° the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

° the Group’s performance creates or enhances
an asset that the customer controls as the Group
performs; or

o the Group’s performance 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.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE AND OTHER INCOME
RECOGNITION (Continued)

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to a
contract are accounted for a presented on a net basis.

Principal versus agent

When another party is involved in providing goods or
services to a customer, the Group determines whether the
nature of its promise is a performance obligation to provide
the specified goods or services itself (i.e. the Group is a
principal) or to arrange for those goods or services to be
provided by the other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good
or service before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service
by another party. In this case, the Group does not control
the specified good or service provided by another party
before that good or service is transferred to the customer.
When the Group acts as an agent, it recognises revenue in
the amount of any fee or commission to which it expects
to be entitled in exchange for arranging for the specified
goods or services to be provided by the other party.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE AND OTHER INCOME
RECOGNITION (Continued)

Principal versus agent (Continued)

Revenue from trading of telecommunication products is
recognised at the point in time when goods are delivered
to customers generally on the time the related risks and
rewards of ownership has transferred.

Revenue from provision of data centre services is
recognised over the scheduled period on a straight-line
basis because the customer simultaneously receives and
consumes the benefits provided by the Group.

Revenue from commission income from the operations of
Internet finance platform is recognised at the point in time
when the borrower and lender was successfully matched.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of income can be measured
reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Rental income from operating leases is recognised in
profit or loss is equal instalments over the periods covered
by the lease terms, except where an alternative basis is
more representative of the pattern of benefit to be derived
from the use of leased asset. Lease incentive granted
are recognised in profit or loss as an integral part of the
aggregate net lease payments receivable.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment that are tangible assets
that, other than construction in progress, held for use
in the production or supply of goods or services, or for
administrative purposes are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost

of items of property, plant and equipment less their

residual values over their estimated useful lives, using the
straight-line method at the following rate per annum:

Buildings Over the unexpired

lease terms of land on which

the building is erected

Over the term of the lease

20%-33.3%

20%

20%

5%-33.3%

Leasehold improvements
Office equipment

Furniture and fixtures
Motor vehicles

Data centre and equipment

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

Construction in progress includes property, plant and
equipment in the course of construction for production
or for its own use purposes. Construction in progress is
carried at cost less any recognised impairment loss. Costs
include professional fees and borrowing costs capitalised
for qualifying assets in accordance with the Group's
accounting policy. Construction in progress is classified to
the appropriate category of property, plant and equipment
when completed and for intended use. Depreciation of
these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

PROPERTY, PLANT AND EQUIPMENT
(Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

OWNERSHIP INTERESTS IN LEASEHOLD
LAND AND BUILDING

When the Group makes payments for ownership interests
of properties which includes both leasehold land and
building elements, the entire consideration is allocated
between the leasehold land and the building elements in
proportion to the relative fair values at initial recognition.
To the extent the allocation of the relevant payments
can be made reliably, interest in leasehold land that is
accounted for as an operating lease is presented as
“right-of-use assets” (upon application of HKFRS 16) or
“prepaid lease payments” (before application of HKFRS
16) in the consolidated statement of financial position.
When the consideration cannot be allocated reliably
between non-lease building element and undivided interest
in the underlying leasehold land, the entire properties are
classified as property, plant and equipment.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING
Definition of a lease

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

For contracts entered into or modified or arising from
business combinations, the Group assesses whether a
contract is or contains a lease based on the definition
under HKFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not
be reassessed unless the terms and conditions of the
contract are subsequently changed.

The Group as a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component and one
or more additional lease or non-lease components, the
Group allocates the consideration in the contract to each
lease component on the basis of the relative stand-alone
price of the lease component and the aggregate
stand-alone price of the non-lease components.

The Group also applies practical expedient not to separate
non-lease components from lease component, and instead
account for the lease component and any associated
non-lease components as a single lease component.

As a practical expedient, leases with similar characteristics
are accounted on a portfolio basis when the Group
reasonably expects that the effects on the consolidated
financial statements would not differ materially from
individual leases within the portfolio.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (Continued)
The Group as a lessee (Continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases that have a lease term of 12 months
or less from the commencement date and do not
contain a purchase option. It also applies the recognition
exemption for lease of low-value assets. Lease payments
on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis or another
systematic basis over the lease term.

Right-of-use assets

The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received;

° any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.

Except for those that are classified as investment
properties and measured under fair value model,
right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (Continued)
The Group as a lessee (Continued)

Right-of-use assets (Continued)

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of lease term as depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.

When the Group obtains ownership of the underlying
leased assets at the end of the lease term, upon exercising
purchase options, the cost of the relevant right-of-use
assets and the related accumulated deprecation and
impairment loss are transferred to property, plant and
equipment.

The Group presents right-of-use assets that do not
meet the definition of investment property or inventory
as a separate line item on the consolidated statement
of financial position. Right-of-use assets that meet
the definition of investment property and inventory are
presented within investment properties and properties for/
under development/properties for sale.

Refundable rental deposits

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

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date.
In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the
lease is not readily determinable.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (Continued)
The Group as a lessee (Continued)

Lease liabilities (Continued)

Lease payments included in the measurement of the lease
liability comprise:

fixed lease payments (including in-substance fixed
payments), less any lease incentives receivable;

° variable lease payments that depend on an index or
rate, initially measured using the index or rate at the
commencement date;

° the amount expected to be payable by the Group
under residual value guarantees;

° the exercise price of purchase options, if the Group
is reasonably certain to exercise the options; and

o payments of penalties for terminating the lease, if the
lease term reflects the Group exercising an option to
terminate the lease.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever the lease term has changed or there
is a change in the assessment of exercise of a purchase
option, in which case the related lease liability is
remeasured by discounting the revised lease payments
using a revised discount rate at the date of reassessment.

The Group presents lease liabilities as a separate line item
on the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (Continued)
The Group as a lessee (Continued)

Lease modifications

The Group accounts for a lease modification as a separate
lease if:

° the modification increases the scope of the lease
by adding the right to use one or more underlying
assets; and

° the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
less any lease incentives receivables based on the lease
term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective
date of the modification.

The Group accounts for the remeasurement of lease
liabilities by making corresponding adjustments to the
relevant right-of-use asset. When the modified contract
contains a lease component and one or more additional
lease or non-lease components, the Group allocates
the consideration in the modified contract to each lease
component on the basis of the relative stand-alone price
of the lease component and the aggregate stand-alone
price of the non-lease components.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (Continued)
The Group as lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified
as finance or operating leases. Whenever the terms of
the lease transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the
lessee, the contract is classified as a finance lease. All
other leases are classified as operating leases.

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset, and such costs are
recognised as an expense on a straight-line basis over
the lease term except for investment properties measured
under fair value model.

Sale and leaseback transactions

The Group applies the requirements of HKFRS 15 to
assess whether sale and leaseback transaction constitutes
a sale by the Group.

The Group as a seller-lessee

For a transfer that does not satisfy the requirements as a
sale, the Group as a seller-lessee continues to recognise
the assets and accounts for the transfer proceeds as
borrowings within the scope of HKFRS 9.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FOREIGN CURRENCIES

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchange prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing
at the date when the fair value was determined. Non-
monetary items are measured in terms of historical cost in
a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise, except for exchange differences arising
on a monetary item that forms part of the Company’s
net investment in a foreign operation, in which case,
such exchange differences are recognised in other
comprehensive income and accumulated in equity and
will be reclassified from equity to profit or loss on disposal
of the foreign operation. Exchange differences arising on
the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period except
for exchange differences arising on the retranslation of
non-monetary items in respect of which gain and losses
are recognised directly in other comprehensive income, in
which cases, the exchange differences are also recognised
directly in other comprehensive income.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FOREIGN CURRENCIES (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing
at the end of each reporting period. Income and expense
items are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of
translation reserve (attributable to non-controlling interests
as appropriate).

On the disposal of a foreign operation (i.e. 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), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company are
reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that includes a foreign operation that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 July 2005 are treated as assets and liabilities
of that foreign operation and retranslated at the rate of
exchange prevailing at the end of each reporting period.
Exchange differences arising are recognised in equity
under the heading of translation reserve.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BORROWING COSTS

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.

Any specific borrowing that remain outstanding after
the related asset is ready for its intended use or sale is
included in the general borrowing pool for calculation of
capitalisation rate on general borrowings.

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 borrowing costs are recognised in profit or loss in
the period in which they are incurred.

EMPLOYEE BENEFITS
Retirement benefit costs

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)
Retirement benefit costs (Continued)

The employees in the Company’s subsidiaries operating
in the PRC are members of retirement benefits scheme
(the “PRC RB Schemes”) operated by the local municipal
government. The local municipal government undertakes to
assume the retirement benefit obligation of all existing and
future retired employees of the PRC subsidiaries. The only
obligation of the PRC subsidiaries with respect to the PRC
RB Scheme is to meet the required contributions under the
PRC RB Schemes. The contributions are charged to the
profit or loss as they become payable in accordance with
the relevant laws and regulations of the PRC.

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

Share options granted to directors and employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant
date is recognised as an expense in full at the grant date
when the share options granted vest immediately, with a
corresponding increase in equity (share options reserve).

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options
reserve will be transferred to accumulated losses.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)
Termination benefits (Continued)

Share options granted to consultants

Share options issued in exchange for goods or services
are measured at the fair values of the goods or services
received, unless that fair value cannot be reliably
measured, in which case the goods or services received
are measured by reference to the fair value of the share
options granted.

The fair values of the goods or services received are
recognised as expenses, with a corresponding increase in
equity (share options reserve), when the Group obtains the
goods or when the counterparties render services, unless
the goods or services qualify for recognition as assets.

TAXATION

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated statement of profit or loss and other
comprehensive income because it excludes items of
income or expense that are taxable or deductible in
other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

TAXATION (Continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary difference
to the extent that it is probable that taxable profits will
be available against which those deductible temporary
differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal
of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

TAXATION (Continued)

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

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

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and accumulated impairment losses.

Amortisation is recognised on a straight-line basis over
their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
being accounted for on a prospective basis. Intangible
assets with indefinite useful lives that are acquired
separately are carried at cost less accumulated impairment
losses.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses,
being their fair value at the date of the revaluation
less subsequent accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
asset with finite useful lives is recognised on a straight-line
basis over their estimated useful lives.

Alternatively, intangible assets with indefinite useful lives
are carried at cost less any subsequent accumulated
impairment losses.

Neo Telemedia Limited FE I EEEBERA A

BANZETHBER (#)

BILEE
BERAWBZEBLEE

ERREAAEREAERFHZER
BE BERARRT#E MR RER
1BOIER -

BT NEREREGF AIERFEHA
BR-NERESHRRAEHAIERF
MRS 5 ARG ED I ER
BEHREEA AR -EBRELAEEERT
AERFERZELEENERAR R
EEE AR -

EGAHBAZEREEE

EBAHBAZENEELERENHE
R mRERKEBERZ 2 FE (R
ARERAN) R -

RINpERR  BEERERFHOEL
BERARAIR R #H AR REHR
BEE (ERERSB N2 FEHR
HEm Rt HERMEMRARERE)
SR -BRERFHMNELEERIHETD
UEBOENE (AT A] 2 B F AR

MR AEREAERFHZELEE
BRABAERERRFHRERBEYR-



Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS (Continued)
Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER THAN
GOODWILL

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
at least annually, and whenever there is an indication that
they may be impaired.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER THAN
GOODWILL (Continued)

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit)
is reduced to its recoverable amount. In allocating the
impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable)
and then to the other assets on a pro-rata basis based on
the carrying amount of each asset in the unit. The carrying
amount of an asset is not reduced below the highest
of its fair value less costs of disposal (if measurable), its
value in use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated
to the asset is allocated pro rata to the other assets of the
unit. An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a cash
generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately in profit or loss.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVENTORIES

Inventories, representing finished goods for resale, are
stated at the lower of costs and net realisable value. Cost
is calculated using first-in, first-out method. Net realisable
value represents the estimated selling price for inventories
less all estimated costs of completion and costs necessary
to make the sale.

PROVISIONS

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation.

Provisions are measured at the best estimate of the
consideration required to settle the present obligation at
the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where effect of the time
value of money is material).

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

CONTINGENT LIABILITIES ACQUIRED IN
A BUSINESS COMBINATION

Contingent liabilities acquired in a business combination
are initially measured at fair value at the date of
acquisition. At the end of the subsequent report periods,
such contingent liabilities are measured at the higher
of the amount that would be recognised in accordance
with HKAS 37 and the amount initially recognised less
cumulative amortisation recognised in accordance with
HKAS 18.

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for accounts receivable
arising from contracts with customers which are initially
measured in accordance with HKFRS 15. Transaction
costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than
financial assets or financial liabilities at fair value through
profit or loss (“FVTPL”)) are added to or deducted from
the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or
financial liabilities at FVTPL are recognised immediately in
profit or loss.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest/dividend income which are derived from the
Group’s ordinary course of business are presented as
revenue.

Financial assets

Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

° the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

Financial assets that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVTOCI”):

o the financial asset is held within a business model
whose objective is achieved by both selling and
collecting contractual cash flows and selling; and

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

All other financial assets are subsequently measured at
FVTPL, except that at initial recognition of a financial asset
the Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in other
comprehensive income if that equity investment is neither
held for trading nor contingent consideration recognised
by an acquirer in a business combination to which HKFRS
3 Business Combinations applies.
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose of
selling in the near term; or

° on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at the
amortised cost or FVTOCI as measured at FVTPL if doing
so eliminates or significantly reduces an accounting
mismatch.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

()  Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and debt instruments/
receivables subsequently measured at FVTOCI. For
financial instruments other than purchased or originated
credit-impaired financial assets, interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset, except
for financial assets that have subsequently become
credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective interest
rate to the amortised cost of the financial asset from
the next reporting period. If the credit risk on the credit-
impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following
the determination that the asset is no longer credit
impaired.
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

(i)

Financial assets at FVTPL

Financial assets that do not meet the criteria for
being measured at amortised cost or FVTOCI or
designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss includes
any dividend or interest earned on the financial asset
and is included in the “other gains and losses” line
item.

Impairment of financial assets

The Group perform impairment assessment under
expected credit loss (‘ECL”) model on financial assets
which are subject to impairment under HKFRS 9 (including
accounts receivables, deposit and other receivables, note
receivable and cash and cash equivalents). The amount of
ECL is updated at each reporting date to reflect changes
in credit risk since initial recognition.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Impairment of financial assets (Continued)

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

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

() Significant increase in credit risk

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

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairm

ent of financial assets (Continued)

() Significant increase in credit risk (Continued)

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

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

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

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

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

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

Irrespective of the outcome of the above

asses

sment, the Group presumes that the credit risk

has increased significantly since initial recognition

when
days

contractual payments are more than 90
past due, unless the Group has reasonable

and supportable information that demonstrates
otherwise.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

()

Significant increase in credit risk (Continued)

Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit risk at
the reporting date. A debt instrument is determined
to have low credit risk if i) it has a low risk of default,
i) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term
and iii) adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations. The Group
considers a debt instrument to have low credit
risk when it has an internal or external credit rating
of ‘investment grade’ as per globally understood
definitions.

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

oA MR R M A

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

(i)

(ii)

Definition of default

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 180 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

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

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

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

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

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

(iv)  Write-off policy

V)

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

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted
at the effective interest rate determined at initial
recognition. For a lease receivable, the cash flows
used for determining the ECL is consistent with the
cash flows used in measuring the lease receivable in
accordance with HKFRS 16 (since 1 January 2019)
or HKAS 17 (prior to 1 January 2019) Leases.
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Notes to the Consolidated Financial Statements

oA MR R M A

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

v)

Measurement and recognition of ECL (Continued)

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the basis
below:

° Nature of financial instruments (i.e. the Group’s
trade and other receivables are each assessed
as a separate group. Loans to related parties
are assessed for expected credit losses on an
individual basis);

° Past-due status;

° Nature, size and industry of debtors; and

° External credit ratings where available.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity
instruments

Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
in profit or loss on the purchase, sale, issue or cancellation
of the Company’s own equity instruments.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the
financial liability is (i) contingent consideration of an
acquirer in a business combination to which HKFRS 3
applies, (i) held for trading or (i) it is designated as at
FVTPL.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity
instruments (Continued)

Financial liabilities at FVTPL (Continued)

A financial liability other than a financial liability held for
trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be
designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise; or

° the financial liability forms part of a group of
financial assets or financial liabilities or both, which
is managed and its performance is evaluated on
a fair value basis, in accordance with the Group’s
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

° it forms part of a contract containing one or more
embedded derivatives, and HKFRS 9 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial liabilities at FVTPL are measured at fair value,
with changes at fair value arising on remeasurement
recognised directly in profit or loss in the period in which
they arise. The net gain or loss recognised in profit or loss
excludes any interest paid on the financial liabilities.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity
instruments (Continued)

Financial liabilities at amortised cost

Financial liabilities including accounts payable, other
payables and accruals, bank borrowings and convertible
notes are subsequently measured at amortised cost, using
the effective interest method.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset at amortised cost,
the difference between the asset’s carrying amount and
the sum of the consideration received and receivable is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled
or expired. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

GOVERNMENT GRANTS

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.

RELATED PARTIES

A related party is considered to be related to the Group if:

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

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

(i) has significant influence over the Group; or

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

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES (Continued)

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

(M

(i)

(i)

(vi)

(vii

(viil)

the entity and the Group are members of the
same group (which means that each paren
t, subsidiary and fellow subsidiary is related to
the others);

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

both entities are joint ventures of the same
third party;

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

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

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

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

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

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

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

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

(c) dependants of that person or that person’s spouse
or domestic partner.

A transaction is considered to be a related party
transaction when there is a transfer of resources, or
obligations between the Group and a related party,
regardless of whether a price is charged.

SEGMENT REPORTING

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

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

SEGMENT REPORTING (Continued)

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type or
class of customers, the methods used to distribute the
products or provide the services, and the nature of the
regulatory environment. Operating segments which are
not individually material may be aggregated if they share a
majority of these criteria.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in Note 3, the directors of the
Company are required to make judgments, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

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

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

CRITICAL JUDGEMENT

Determination on lease term of contracts
with renewal options

The Group applies judgment to determine the lease term
for lease contracts in which it is a lessee that include
renewal option, specifically, the leases relating to data
centre and equipment. In determining the lease term and
assessing the length of the non-cancellable period, the
Group applies the definition of a contract and determines
the period for which the contract is enforceable. Leases
are considered no longer enforceable when the Group as
the lessee and the relevant lessors both have the right to
terminate the lease without permission from the other party
with no more than an insignificant contractual penalty.

The assessment of whether the Group is reasonably
certain to exercise renewal options impacts the lease term,
which significantly affects the amount of lease liabilities
and right-of-use assets recognised. Re-assessment is
performed upon the occurrence of either a significant event
or a significant change in circumstances that is within the
control of lessee and that affects the assessment.

When assessing reasonable certainty, the Group considers
all relevant facts and circumstances including economic
incentives/penalties for exercising or not exercising the
options. Factors considered include:

° the extent of leasehold improvements undertaken by
Group;

° costs relating to termination of the lease (e.g.
relocation costs, costs of identifying another
underlying asset suitable for the Group’s needs);
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

4.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

Impairment of property, plant and
equipment and right-of-use assets

The recoverable amount of an asset is the greater of
its net selling price and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risk specific to the asset, which
required significant judgment relating to level of revenue
and amount of operating costs. The Group uses all
readily available information in determining an amount
that is a reasonable approximation of the recoverable
amount, including estimates based on reasonable and
supportable assumptions and projections of revenue
and operating costs. At 31 December 2020, the carrying
amount of property, plant and equipment and right-of-
use assets were approximately HK$2,618,404,000 (2019:
HK$1,671,490,000) and approximately HK$307,574,000
(2019: HK$83,983,000), respectively. Details are disclosed
in Notes 17 and 18.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Provision of ECL for financial assets
carried at amortised cost

The Group uses to calculate ECL for the financial assets
carried at amortised cost. The provision rates are based
on internal credit ratings as groupings of various debtors
that have similar loss patterns. The is based on the
Group’s historical default rates taking into consideration
forward-looking information that is reasonable and
supportable available without undue costs or effort. At
every reporting date, the historical observed default
rates are reassessed and changes in the forward-looking
information are considered. In addition, financial assets
carried at amortised cost with significant balances and
credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group'’s financial
assets carried at amortised cost are disclosed in Note 6.

Estimated impairment of goodwill and
intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value-in-use of
the cash-generating units to which goodwill has been
allocated. The value-in-use calculation requires the Group
to estimate the future cash flows expected to arise
from the cash-generating unit and a suitable discount
rate in order to calculate the present value. Where
the actual future cash flows are less than expected, a
material impairment loss may arise. As at 31 December
2020, the carrying amount of goodwill amounted to
approximately HK$116,047,000 (2019: HK$116,047,000)
(net of accumulated impairment loss amounted to
approximately HK$266,544,000 (2019: HK$266,544,000))
and carrying amount of intangible assets amounted to
approximately HK$101,231,000 (2019: HK$157,816,000)
(net of accumulated amortisation and impairment loss
amounted to approximately HK$322,031,000 (2019:
HK$264,292,000)). Details are disclosed in Notes 20 and
21.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

4.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimate are required in
determining the provision for income taxes. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters
is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group'’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which
includes borrowings disclosed in Note 31, net of cash and
cash equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors
of the Company consider the cost of capital and the
risks associates with each class of capital. Based on the
recommendations of the Directors, the Group will balance
its overall capital structure through the new share issues
as well as the issue of new debt or the redemption of the
existing debt.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

6. FINANCIAL INSTRUMENTS 6. Rt T H
CATEGORIES OF FINANCIAL SR T EER
INSTRUMENTS
Year ended Year ended
31 December 31 December
2020 2019
B=E HZE
—ECEF —E-NF
+=A=+-A +=ZA=+—H
IEFE IFFE
HK$’000 HK$'000
FEx FHET
Financial assets CRMEE
At amortised cost biog £ 1N
Accounts receivable JiE s BR 3R 90,808 112,279
Deposits and other receivables e R E A EUEIE 103,393 77,203
Note receivable & U ZE % - 61,586
Cash and cash equivalents RekREEEY 31,143 17,926
225,344 268,994
Financial liabilities A=A
At amortised cost biog £ )N
Accounts payable FETER R 52,811 68,195
Other payables and accruals H b B A )08 K BT R IE 124,034 78,226
Lease liabilities HEaR’ 465,705 49,354
Borrowings BN 1,601,122 1,081,449
2,243,672 1,277,224
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group’s financial instruments include accounts
receivable, deposits and other receivables, note receivable,
cash and cash equivalents, accounts payable, other
payables and accruals, lease liabilities and borrowings.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include market risk (currency risk, interest
rate risk and price risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner.

Market risk

The Group’s activities expose it primarily to the financial
risks of changes in foreign currency, interest rates and
price risk.

Market risk exposures are further measured by sensitivity
analysis. There has been no significant change to the
Group’s exposure to market risks or the manner in which
it manages and measures the risk. Details of each type of
market risks are described as follows:

Currency risk

Several subsidiaries of the Group have certain foreign
currency transaction, which expose the Group to foreign
currency risk.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued) 6. Rt T H (@)

FINANCIAL RISK MANAGEMENT tREREEEHERBUER (#)
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued) 15 B B (&)

Currency risk (Continued) B (58)

RBERAR AEBUXTHEZES
EEMERAENEREENT

The carrying amounts of the Group’s USD denominated
monetary assets and monetary liabilities at the end of
reporting period are as follows:

Liabilities Assets
af BE
2020 2019 2020 2019
o33 “E-NE “E2CER —E-NEF
HK$°000 HK$'000 HK$'000 HK$'000
TR THT TH#T THEL
UsD ETT - 13,399 = 29,232

The Group currently does not have a foreign currency
hedging policy. However, the management has closely
monitored the Group’s foreign exchange exposure and
will consider hedging significant foreign currency exposure
should the need arises.

Sensitivity analysis

As HK$ is pegged to USD, the financial impact on
exchange risk is expected to be insignificant.

The Group’s sensitivity to foreign currency has decreased
during the year ended 31 December 2020 mainly due to
the cessation of operation of subsidiaries which involved in
trading activities in USD.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6. FINANCIAL INSTRUMENTS (Continued) 6.

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to lease liabilities. The Group is also exposed to
cash flow interest rate risk in relation to variable rate bank
borrowings. The Group has no other significant interest-
bearing assets and liabilities. Details of the Group’s
borrowings have been disclosed in Note 31 to the
consolidated financial statements.

The Group has not entered into any interest rate swaps to
hedge its exposure to interest risks.

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of PRC Loan Prime Rate
arising from the Group’s RMB borrowings. The Group
aims at keeping borrowings at variable rates. The Group
manages its interest rate exposures by assessing the
potential impact arising from any interest rate movements
based on interest rate level and outlook.

Interest rate profile

The following table details the interest rate profile of the
Group’s borrowings at the end of the reporting period:
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2020 2019
—E-8E —E-NF
Effective Effective
interest interest
rates HK$’000 rates HK$'000
BERAIE TR BHRH % FHT
% %
Variable rate borrowings: BEREER:
Borrowings EES 7.75 1,601,122 5.74 1,081,449
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Interest rate profile (Continued)

Sensitivity analysis

The sensitivity analysis below have been determined
based on the exposure to interest rates at the end of
the reporting period. The analysis is prepared assuming
the financial instruments outstanding at the end of the
reporting period were outstanding for the whole year.

As at 31 December 2020, it is estimated that a general
increase/decrease of 100 basis points in interest rates
would increase/decrease the Group’s loss after tax and
accumulated losses by approximately HK$2,034,000
(2019: approximately HK$85,000). Bank balances are
excluded from sensitivity analysis as the management
considers that the exposure of cash flow interest rate risk
arising from variable-rate bank balances is insignificant.

Price risk

The Group did not have investments in equity securities for
treasury purpose and therefore is not exposed to equity
price risk. The management has a policy to monitor the
Group’s exposure to price risk by maintaining a portfolio
of investments with different risk and return profiles and
will consider hedging the risk exposure should the need
arises.
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6.

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)
Credit risk

The credit risk of the Group mainly arises from cash and
cash equivalents, accounts receivable, deposit and other
receivables and note receivable. The carrying amounts of
these balances represent the Group’s maximum exposure
to credit risk in relation to financial assets.

In respect of bank balances, the credit risk is considered
to be low as the counterparties are reputable banks. The
existing counterparties do not have defaults in the past.
Therefore, expected credit loss rate of cash at bank is
assessed to be close to zero and no provision was made
as of 31 December 2020 and 2019.

The Group applies the general approach to provide for
expected credit losses prescribed by HKFRS 9, which
uses 12-month expected credit loss provision for all
financial assets carried at amortised cost. To measure
the expected credit losses, financial assets carried at
amortised cost have been grouped based on shared credit
risk characteristics. The Group has performed historical
analysis and identified the key economic variables
impacting credit risk and expected credit loss. It considers
available reasonable and supportive forwarding-looking
information.

As at 31 December 2020 and 2019, financial assets
carried at amortised cost that are individually significant
have been separately assessed for impairment. The Group
makes periodic assessments on the recoverability of the
receivables based on the background and reputation of
the customers, historical settlement records and past
experience.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Before accepting any new customer, the Group uses
an internal credit scoring system to assess the potential
customer’s credit quality and defines credit limits by
customer. Limits and scoring attributed to customers are
reviewed annually. Other monitoring procedures are in
place to ensure that follow-up action is taken to recover
overdue debts.

Majority of the Group’s revenue and accounts receivables
arise received from individual customers in relation to
sales of telecommunication products and services and
are transacted in cash or credit. As at the end of the year,
the top five debtors and the largest debtor accounted
for approximately 63% and 45% (2019: 63% and 21%),
of the Group’s accounts receivable balance. In view of
the history of business dealings with the debtors and the
sound collection history of the receivables due from them,
management believes that there is no material credit risk
inherent in the Group’s outstanding receivable balance
due from these debtors saved for the debtor related
to the impaired accounts receivable disclosed in the
below. Management makes periodic assessment on the
recoverability of the trade and other receivables based on
historical payment records, the length of overdue period,
the financial strength of the debtors and whether there are
any disputes with the debtors.

Individual credit evaluations are performed on all
customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take
into account information specific to the customer as well
as pertaining to the economic environment in which the
customer operates. Accounts receivables are due within
90 to 210 days from the date of biling. Normally, the
Group does not obtain collateral from customers.
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6. FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

The Group’s internal credit risk grading assessment

6. @ TE (#)

tREREEAEREE ®)

15 B B (&)

EEREE (&)

AEBABEERRIEFHEEAT

comprises the following categories: 5
Internal credit rating Description Accounts Other financial
receivable assets/other items
ABEETR Bt FE W R HitemEE
HiE B
Low risk The counterparty has a low risk of  Lifetime ECL — Lifetime ECL-not
default and does not have any not credit-impaired credit impaired
past-due amounts
1K & B HFEREHNXEBEYEEMAEBEH 2HBEHEEESE >HBEHEEER
RIE —REBREERE —RHBREERE
Watch list Debtor frequently repays after due  Lifetime ECL - Lifetime ECL-not
dates but usually settle in full not credit-impaired credit impaired
BREE EEARTERIAREZERER 2HEHREEES 2HBEHREEER
ErHAR —RHEBREERE —REREERE
Loss There is evidence indicating the Lifetime ECL - Lifetime ECL -
asset is credit-impaired credit-impaired credit-impaired
&8 ERBRABELREERE T HIEREEEE T HIEHREEERE
—HREERIE —HEREERE
Write-off There is evidence indicating that Amount is written off  Amount is written off
the debtor is in severe financial
difficulty and the Group has no
realistic prospect of recovery
i€ ERBRAGRBARESERME SBECME ©FE M

AARKEEERKD RS
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued) 6. R E &)
FINANCIAL RISK MANAGEMENT cHEREEEBERBX ®)
OBJECTIVE AND POLICIES (Continued)
Market risk (Continued) 15 B B (&)
Credit risk (Continued) 1ZEE R (18)
The tables below detail the credit risk exposures of TREFLANEEAETEREERBF
the Group’s financial assets, accounts receivable, note HMreREE BUERER BEREEK
receivable and other financial asset at amortised cost, L#ENATECEMEREEEER
which are subject to ECL assessment: SRR, -
Internal credit
rating
A
RETR 2020 2019
g 33 ZB-nF
Gross carrying amount Gross carrying amount
EHAE FEHARE
HK$’000 HK$'000 HK$'000 HK$'000
TR TR TER FHER
Financial assets at amortised costs
RBHEBATEZERER
Accounts receivable Low risk - -
JEUY R 3 iR
Watch risk 100,454 131,118
BEAER
Loss 14,643 115,097 26,214 157,332
B8
Note receivable Watch risk - - 71,883 71,883
Deposits and other receivables Low risk - -
He REMEYRTIE N
Watch risk 106,622 89,884
BRAER
Loss 21,214 127,836 4,671 94,555
B8
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6. FINANCIAL INSTRUMENTS (continued)
FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)
Market risk (Continued)

Credit risk (Continued)

The following tables shows the movement in lifetime
ECL that has been recognised for accounts receivable,

ST A (4
SREMREEEHERBER (#)

15 B B (&)
SEmEfE (&)

TRINTHEKER ZE M E MR
RERERREERAZ 2 HEHEES

deposits and other receivables and note receivable: B E) :
Accounts receivable JE WLAR R
Lifetime Lifetime
ECL ECL
(not credit- (credit-
impaired) impaired) Total
2HES 2HEY
FEEE FEE#E
(Y EEEHE) (E8RE) gt
HKD’000 HKD’000 HKD’000
FHL FAT FHL
As at 1 January 2019 RZZE-NE—HA—H 42,705 - 42705
Changes due to financial R—A—BERLBIA
instruments recognised L)
as at 1 January
- Transfer to credit-impaired -BAREENE (11,578) 11,578 =
— Impairment losses recognised ~ —C R EE B 12,604 15,248 27,852
- Reversal of impairment losses ~ — & BE 2 (B 5 18 % @1
recognised (22,370) - (22,370)
- Disposal of subsidiaries —HERB AR (2,539) = (2,539)
- Exchange adjustments —[ER AR (380) 215) (595)
As at 31 December 2019 and W -Z—fF
1 January 2020 +-A=+—-HK
“E-EHE—-F—H 18,442 26,611 45,053
Changes due to financial R—A—BEREBIA
instruments recognised BHEY
as at 1 January
— Transfer to credit-impaired -BAEENE (137) 137 =
— Impairment losses recognised ~ —C R EE B 2,108 1,831 3,939
- Reversal of impairment losses ~ — O HE 2 (E 5 18 % @1
recognised (11,804) - (11,804)
- Disposal of subsidiaries —HERBRF - (14,694) (14,694)
- Exchange adjustments -EERE 446 1,349 1,795
As at 31 December 2020 R-ZZ_ZF
+=ZA=+—H 9,055 15,234 24,289
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued) 6. 2RI H

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

tRiEREE R EREE (&

Market risk (Continued) 15 B B (&)
Credit risk (Continued) 1ZEE R (18)
Deposits and other receivables e & H Ath fE IR
Lifetime Lifetime
ECL ECL
(not credit- (credit-
impaired) impaired) Total
ZHES 2 HIES
FEEE FEE#R
(TREERME) (E8RE) gt
HKD’000 HKD’000 HKD’000
FHL FAT FHL
As at 1 January 2019 RZZE-NF—-A—H 24,145 47,146 71,291
Changes due to financial R—A—B®RLBIA
instruments recognised as at L)
1 January
- Transfer to credit-impaired -BAREENE 4,715) 4,715 =
— Impairment losses recognised ~ — 2 B R(EE 1B 12,923 781 13,704
- Reversal of impairment losses ~ — B B R EE 12
recognised (12,554) (4,281) (16,835)
- Disposal of subsidiaries —HENRBRF (6,852) (43,624) (50,476)
- Exchange adjustments —ERAR (266) (66) (332)
As at 31 December 2019 and ~ R-E—NF+ A
1 January 2020 Z+—BRZZ-EF
—H—H 12,681 4,671 17,352
Changes due to financial R—A—B¥RLRMIA
instruments recognised BYEH
as at 1 January
— Transfer to credit-impaired -EAEERNE (1,487) 1,487 =
— Impairment losses recognised ~ — AR EE R 1,077 17,664 18,741
- Reversal of impairment losses ~ — O HEF2 A (E 5 18 % @
recognised (8,031) (219 (8,250)
- Disposal of subsidiaries —HEMRBAR (1,206) (3,605) (4,811)
- Exchange adjustments —E R AR 195 1,216 1,411
As at 31 December 2020 R-ZZ_ZF
+-A=+—H 3,229 21,214 24,443
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

6.

FINANCIAL INSTRUMENTS (Continued) 6.

FINANCIAL RISK MANAGEMENT

T E @

tRiEMRERE R EREE (&

OBJECTIVE AND POLICIES (Continued)

Market risk (Continued) 35 B B (4)
Credit risk (Continued) SEERE (8)
Note receivable FEW Z &
Lifetime
ECL
(not credit-
impaired)
HEM
EEER
(Y B|EERME)
HKD’000
FHT
As at 1 January 2019 RZE—NF—H—H 10,099
Changes due to financial R—A—BHERemIA
instruments recognised B
as at 1 January
— Impairment loss recognised —ERRBEEE 198
As at 31 December 2019 and 1 January 2020 WHZZT—hF+-_A=+—HBK
—E-ZF—H—H 10,297
Changes due to financial R—A—BHRemIA
instruments recognised By
as at 1 January
— Reversal of impairment loss recognised —ERRBEEERD (10,297)

As at 31 December 2020

RZE-_EF+-_A=+—H
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Credit risk (Continued)

Accounts receivable, note receivable, deposits 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, the failure of a debtor to engage in a repayment
plan with the Group, and a failure to make contractual
payments for a period greater than 60-90 days past due.

Impairment losses are presented as net impairment losses
within operating profit. Subsequent recoveries of amounts
previously written off are credited against the same line
item.

Liquidiity risk

In management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group’s operations and mitigate the effects of fluctuations
in cash flows. The management of the Group monitors
the utilisation of bank borrowings and ensures compliance
with loan covenant.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. Specifically, borrowings with a repayment on demand
clause are included in the earliest time band regardless
of the probability of the banks choosing to exercise the
rights. The maturity dates for other non-derivative financial
liabilities are based on the agreed repayment dates. The
table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the
end of the reporting period.

6.

ra M RERME

T E @)

tREREEAEREE (®)

T % R ()
SERR (8)
PR R 30 FEMCR 1% 1R R HL A AR
FRIE A 3 44 T2 T8 AR B T DA 8 -
AR A RIS E MR BT (2
BT (B RS A Mk B O B R A
BT EI - B4R )% 3030 518 16000 B #) X
BIEH A KT -

HEBBENEE RN SRERRE
FE-HRWEERME MBS AN
AFAR—IER -

REE T AR
EEERPETERANBES KNEME
SERVHAREEERRCANEE R
ReFEMKY RAKENEERH
B2 URERERERINTE KK
B IR E B R IR T B AV (E R B A A
RETERRH

TRAMIIBAREFITE SRR AR
TEANIRAAR -ZRHVEEHAE
RAKE AR ZREENKT BN
AERAEREREERE - ARBME
B 7 4% B SRR SRR & SRFTF AR 1Y
BREEE MAERTEBTEREIN
MR -HpETEemBENIIHATS
RIEHERERBEE - ZR&#H T H
ERAERERE-HANERERTD
B ARBESERBENREN R
MEREFESL-
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For the year ended 31 December 2020 #Z—-—F - F

FroAS+—ALEE

6. FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Liquidity risk (Continued)

\/ HQI/\ E

tREREEAEREE ®)

Fﬁtﬁﬂlz})l (%48)

REBE TR ()

Weighted Within More than More than Total
average 1 year 1 year but 2 years but More contractual Total
effective oron less than less than than  undiscounted carrying
interest rate demand 2 years 5 years 5 years cash flow amount
mE¥s 1£R 1ENE PE N AHARMR
BRAE HEER B2 BT B5FEHT 5FL0L RERELE REAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TER TET FHL FAL FHET FHL
As at 31 December 2020 RZZ-BE+ZA=1-H
Non-derivative financial liabilites ~ #f74£ & MEE
Accounts payable AR - 52,811 - - - 52,811 52,811
Other payables and accruals Lt FROE R B R R - 124,034 - - - 124,034 124,034
Lease liabilities HESE 6.44% 252,032 28,448 74,245 281,199 635,924 465,705
Borrowings (Note) B (M) 5.05% 231,940 260,339 835,308 599,363 1,926,950 1,601,122
660,817 288,787 909,553 880,562 2,739,719 2,243,672
As at 31 December 2019 RZE-AF+-A=+-A
Non-derivative financial liabilities FTEERAE
Accounts payable FERBRR - 68,195 - - - 68,195 68,195
Other payables and accruals Hofth JE A OB R ER FUR - 78,226 - - - 78,226 78,226
Lease liabilities HEAR 5.53% 11,785 9,577 18,853 20,146 60,361 49,354
Borrowings (Note) B30 (F5E) 4.63% 343,928 138,005 462,391 461,906 1,406,229 1,081,449
502,134 147,582 481,244 482,051 1,613,011 1,277,224
Note: Borrowings are classified as short-term liabilities in the Mz: ERRGEEVMBRARFIEAR

consolidated statement of financial position as they will be
repaid upon demand, according to the demand clause of

the relevant loan agreements.

FAIR VALUE OF FINANCIAL
INSTRUMENTS

In estimating the fair value, the Group uses market-
observable data to the extent it is available. Where Level
1 inputs are not available, the Group engages third
party qualified valuers to perform the valuation. The
management of the Group works closely with the qualified
external valuers to establish the appropriate valuation

techniques and inputs to the model.

Neo Telemedia Limited FE#E
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

FINANCIAL INSTRUMENTS (Continued) 6. @t TH )
FAIR VALUE OF FINANCIAL EMIAEZ2AFE @
INSTRUMENTS (Continued)
The Group does not have financial assets and financial REBREHMERRLEAL T HEELE
liabilities that are measured at fair value on a recurring ERTEFENCHEERSRAGE-
basis at the end of each reporting period. As to the R IENEF U EER A FEFEN
financial assets and financial liabilities that are not THEEREREBE TEEEEER
measured at fair value on recurring basis, the management REREEEATERE-
of the Group considers that their carrying amount
approximate to the fair values.
FAIR VALUE ESTIMATION DN EMLE
There were no transfer between Level 1, 2 and 3 in both RAEFE EF—R F_ARE=H
year. 2 T 0 A A ] B 48 o
REVENUE 7. Wa=
Disaggregation of revenue from contracts with customers HEPAHNKRRRENERIRBES S
by major products or service lines is as follows: wmr
2020 2019
s —E-NF
HK$’000 HK$’000
THER T
Provision of data centre services R EIE RO RTSE 324,685 320,413
Trading of telecommunication products BEEEHEM 115,762 468,361
440,447 788,774
Others (Note) H At (F45E) 24,461 28,367
464,908 817,141

Note: Others mainly represent income arising from provision of
bus services and system integration services and rental
income (2019: others mainly represent income arising
from provision of bus services, rental income, insurance
brokerage income and software development business
services income).

Mist: HEMXIBEREBRHORBRBR
ERERRBEESBAZBA (=
T-NF AEMERRRERHLAR
ER® H2 WA SLEEARKMG
FESISESI S PA VR
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

7. REVENUE (Continued) 7. W @

2020 2019
—EoEE —T-hF
HK$’000 HK$'000
FE T FHET

Disaggregation by timing of revenue B EREREE S

recognition:

At a point in time B 8 25 119,525 467,373
Over time i B [ 336,146 330,565
Revenue from other source H v R W s 9,237 19,203
464,908 817,141

The Group has applied the practical expedient under
HKFRS 15.121 to which the transaction price allocated to

these unsatisfied contracts is not disclosed.

Revenue from trading of telecommunication products is
recognised at the point in time when goods are delivered
to customers generally on the time the related risks and

rewards of ownership has transferred.

Revenue from provision of data centre services is
recognised over the scheduled period on a straight-line
basis because the customer simultaneously receives and
consumes the benefits provided by the Group.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

OTHER INCOME AND GAINS

An analysis of the Group’s other income and gains for the

years as follows:

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

8. EAMUA KM

AEBFAEMBARKEIHMT

ra M RERME

2020 2019
—EEF —T-NF
HK$’000 HK$'000
FET FHET
Bank interest income RITA B WA 119 39
Government subsidy (Note) BT 2R, (FIFE) 1,263 630
Other interest income H 7 24 A 847 4,809
Gain on disposal of property, HEWE BEIEZHEZ

plant and equipment & 1,426 99
Waiver of payment to supplier A% M) FE R A 3R - 3,400
Exchange gain b 5 W 2 2,256 -
Sundry income LSS N 1,100 1,674
7,011 10,651

Note: During the current year, the Group recognised government B 3T -

grants of HK$540,000 under the Employment Support
Scheme launched by the Hong Kong government. There
are no unfulfilled conditions or contingencies relating to the

subsidly.

RAEE ANEBREBEHBBN
FEEMRRE S ERBUT B
540,000 T ° #f 4 21 5% 7 B) 45
zgawmakgmm RS
I8 o
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

9.

SEGMENT INFORMATION

The Group previously reported its financial results by
combining its operating entities into two reportable
operating segments: 1) sale of telecommunication
products and services, and 2) internet finance platform.
During the year ended 31 December 2020, the Company
realigned its reportable operating segments consistent with
the Company’s strategic focus and growth initiative. Such
focus and growth have resulted in a change in the internal
organisation of the Company and how its chief operating
decision maker makes operating decisions, assesses the
performance of the business, and allocates resources.
Accordingly, the Group’s financial results are reported in
two new reportable operating segments: 1) provision of
data centre services, and 2) trading of telecommunication
products. Comparative information has been recast to
conform to the current year’s presentation.

Information reported to the board of Directors, being
the chief operating decision maker, for the purposes
of resource allocation and assessment of segment
performance focuses on types of goods or services
delivered or provided. This is also the basis upon which
the Group is organised and managed.

Specifically, the Group’s reportable and operating
segments under HKFRS 8 are as follows:

- Provision of data centre services

- Trading of telecommunication products

Neo Telemedia Limited FE I EEEBERA A
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ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

. s R | e
SEGMENT INFORMATION (Continued) 9. DEER @
The Group reportable segments are strategic business REBAI 2| BIEETREES 2
units that operate different activities. They are managed REMEREM ANSEKEESTR
separately because each business has different markets MG EXTRCMBHERE &9
and requires different marketing strategies. ERHETIERERE -
In addition to the above reportable segments, other Br Eii AT 23R D 50N ] 2D &
operating segments include provision of bus services, BREREARERSE WEHAE KRR
property rental, insurance brokerage, software M AR EBREBESRTS -
development business and internet finance platform, of HEPOHBESRTFenNBEFEERE
which internet finance platform was being reported as BOHEM ZEDBRAFER E—
separate segments in prior years. None of these segments FEATKHEATEMD HHE/LR
met the quantitative thresholds for the reportable segments BBl ZE0HWHERIEM] -
in both current and prior year. Accordingly, these were BRAEAFEZENAA L—FEZ
grouped in “Others”. Prior year segment disclosures have DEEELD TEN R
been recast to conform to the current year’s presentation.
SEGMENT REVENUES AND RESULTS TEWERES
The following is an analysis of the Group’s revenue and RAZ2MEEKEEDBE D 2 AEB 2K
results by reportable and operating segments: mREESTMOAT
Provision of Trading of
data centre services telecommunication products Others Consolidated
REBERLRE EREAER Hit frs)
2020 2019 2020 2019 2020 2019 2020 2019
ZBCRE CT-NF 0 ZBIRE “T-NE 0 BB CT-NF 0 ZBIRE _E2Nf
HKS000  HKSO000  HKSO00  HKSOO0  HKSO0D  HKSOOD  HKS000  HKS00D
TER T TER T TR T TR T
Revenue e 324,685 320413 115,762 163,361 24,461 28367 464,908 817,141
Segment results FEER (85,554) #8,149) (33,099) 71389 (19,925) 02109 (138578 (14164
Interest income FIEBMA 966 4,848
Gain on disposal of subsidiaries  HEMB AT 2 2,535 28,384
Gain on disposal of a joint venture ~ HE—FIA L ATz - 373
Other income and gains HEiARME 6,045 5,803
Share of results of joint venture RN ES = 82
Unallocated corporate expenses ~ AAEAFRX (10,960) (19,970)
Loss before tax BHANER (139,992) (122,089)
Income tax credit fiEhEs 12,421 6,645
Loss for the year FRER (127,571) (115,643)
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

9. SEGMENT INFORMATION (Continued)

SEGMENT REVENUES AND RESULTS
(Continued)

Segment revenue reported above represents revenue
generated from external customers. There was no
inter-segment sales in both year. The accounting policies
of the operating segments are the same as the Group’s
accounting policies described in Note 3. Segment results
represent the profit or loss from each segment without
allocation of interest income, central administration costs,
share of result of joint venture, directors’ emoluments,
finance costs, gain on disposal of subsidiaries, gain on
disposal of a joint venture, and other unallocated costs.
This is the measure reported to the chief operating
decision maker for the purposes of resource allocation and
assessment of segment performance.

SEGMENT ASSETS AND LIABILITIES

The following is an analysis of the Group’s assets and
liabilities by reportable and operating segments:

THEWENREE (#)

EXEHR2DBREEREIBELZ
Wa-MEFERES>BEEE K2
DEZEFTRRENFEMM 2 AR H
S BEBAR - D EEERKBEE DR
Z g F) 2 B 18 - 3 ) BCH) B A - R
RITBER BIEAERREE EF
e BMEXA  HEMBAR M
HE-—HAE Rz W REMARD
A - i TISL B IR D Fo e D BRI ¥
BMATELERRELETERZA
Ao

THREERESE
AEBRAZERECLEDBCEERE
EOTT

Provision of Trading of
data centre services telecommunication products Others Consolidated
REGEPLRE EEERER it fxs)
2020 2019 2020 2019 2020 2019 2020 2019

“B-%F C“I-NF  C-B-%%

ZZ-0\F  ZBIBRE Z-N\F  ZBIBRE  —I-NE

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

TR TFin Fhx Ti#n TEn TEL Tan TEL

Segment asset AREE 3,296,982 2,335,795 34 62,823 126,853 69,011 3,423,869 2,467,629
Unallocated corporate assets FAABAREE 13,371 90,394
Consolidated assets GREE 3,437,240 2,558,023
Segment liabilities AEER 2,276,344 1,297,165 - 27,396 46,616 38,548 2,322,960 1,363,109
Unallocated corporate liabilties FARDAAE 13,258 7,768
Consolidated liabiities GAAE 2,336,218 1,370,877

For the purpose of monitoring segment performances and
allocating resources between segments:

° all assets are allocated to operating segments other
than unallocated corporate assets (mainly comprising
certain of prepayments, deposits and other
receivables and property, plant and equipment); and

o all liabilities are allocated to operating segments
other than unallocated corporate liabilities (mainly
comprising other payables and accruals).

Neo Telemedia Limited FE I EEEBERA A
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SEGMENT INFORMATION (Continued) 9. PEEF

OTHER SEGMENT INFORMATION HivpBER
Provision of Trading of
data centre services telecommunication products Others Unallocated Consolidated
RUSRTOER EREAER £t B &a
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019

Z$C%F CT-AF 0 9% CT-AF 0 CBo®F TN Z8-%F “I-0F ZBZBE 0 CTNF
HKS 000 HKS 000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000 HK$ 000 HKS'000 HKS'000

&R FEn F#n FEn AR FEr F#% TEn F#% TEn
Amount included n the measure of HENERERAEN
segment resul &8
Capital expenditure BARY 747,425 997 421 = S 595 1,841 - 97 748,020 1,000,059
Depreciation of property, plant and equipment 1% & R 17 & 37,515 30,304 - - 4,594 7012 2,588 1683 44,607 39,059
Depreciation of right-of-use assets FREAENE 17,060 9,854 - - 1,249 880 1,410 2,582 19,719 13316
Amortisation of infangible assets BRERES 19,428 19428 3512 13997 90 187 - - 23,030 33,562
Impairment loss recognised in respect [EEE
of goodwill - - - 15,188 - - - - - 15,188
Write offfmpaitment loss recognised n respect $t & AE & 2 Hi/
of intangible assets HEEE = - 33,358 39,524 - - - - 33,358 39524
Net change in impairment losses under 51
expected credit loss model 2.997) {4.667) (6069) 650 8443 6248 (0.048) 0 767 2549
Amounts regularly provided to the chief operating decision EHREHTEFELEAREEBTIEERN
maker but not included in the measure of segment results DEEBNDREETENSRE:
or segment assets:
Provision of Trading of
data centre services telecommunication products Others Unallocated Consolidated
RUSAROEE EREAER i B &8
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019

S = = R v E e = Ly R e
HKS'000 HK8'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$'000

T#n FhL Fitn Tikn Fin Fikn T#n Tén Tin Tér
Iterest income HEVIN 106 19 - 99 13 1 847 3679 966 4848
Finence costs BERK 11,557 3020 4,991 66 416 19 105 212 17,069 3317
Income ax cret HERES (14115) = = 0619 = 2783 1,694 191 (12421) (6645)
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

9. SEGMENT INFORMATION (Continued) 9. HEER #
Information about major customers FEXPZEHN
Revenue from major customers of the corresponding year RBBEFEGEASEEEWEBIR10% 8
contributing over 10% of the total revenue of the Group KEFEEFPZWENAT

are as follows:

2020 2019
—E-EHF —E-NF
HK$’000 HK$'000
FE T FAET

Customer A3 BEPAS - 148,987

Customer B’ EFB 115,587 122,989

Customer C2 4 BFEC 57,374 =

172,961 271,976

1 Trading of telecommunication products. L BEEEMER-

2 Provision of data centre services. g REESEP LR -

3 No information on revenue for current year is disclosed for < HREBE-_T=_TF+=-_A=+—H
this customers since it contributed less than 10% to the FFEZERPHAEERENTRE
Group’s revenue for the year ended 31 December 2020. 10% MAFEITBEREEZRFHK

4 No information on revenue for prior year is disclosed for this 2 HREBE_T—NF+=_A=+—H
customer since it contributed less than 10% to the Group’s FEFEZERPHAEERENTRE
revenue for the year ended 31 December 2019. 10% HWBAFETEFEZRLHN

Wz & # o

Geographical information i E & R

The Group’s operations are mainly located in Hong Kong AEBEZEBETEMREBRPEH -

and the PRC.

Information about the Group’s revenue from external REBEKRBINBE P 2R ER TIIRE

customers is presented based on the geographical PREzHEZY RIERBEELE

location of the customer, and non-current assets Bz EEEMBRZHEZES) -

information is presented based on the geographical
location of the assets.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SEGMENT INFORMATION (Gontinued) 9. PEEF =

Geographical information (Continued) WEEM 9

The Group’s revenue from external customers and ZiEE D o AEERBIINBE S 2K
information about its non-current assets by geographical ERBBEIERDEE CERFM N
location are detailed below: ™~

Revenue from

external customers Non-current assets*
REMBEFHRA FRBEE"
31 December 31 December
2020 2019 2020 2019

bt 22 “ENF
—%-%% C—T-NA% t=A=t-8 tZA=1+-A

HK$’000 HK$'000 HK$’000 HK$'000
TER TEX TER FTHBT
Name of the region HfE %
Hong Kong N - 263,837 708 2,678
The PRC (excluding Hong Kong) Bl (T~ E1EE#) 464,908 548,898 3,145,195 2,216,460
Other Asian Country Em MR - 4,406 - =
464,908 817,141 3,145,903 2,219,138
* Information about the Group’s non-current assets, other * ERAEEZIERBDEE(R—HEE
than interest in a joint venture and deferred tax assets, BRI NEEHRIEEERIN)
is presented based on the geographical location of the ZEMDNREEZREDET -
assets.
FINANCE COSTS 10. B & B A
2020 2019
= —E-NF
HK$’000 HK$’000
FET FET
Bank loan interest expenses RITERFERAX 67,463 63,633
Interest on lease liabilities HEBEMNE 24,508 2,931
Other loan interest expenses EMERFEFAX 13,930 =
105,901 66,564
Less: Capitalised in construction in W ERYE - HE &
progress under property, plant RENERNEERE
and equipment (Note 17) (BF5E17) (88,832) (63,247)
17,069 3,317
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

11. INCOME TAX 1. TEH
2020 2019
—E-EF —E-NF
HK$’000 HK$'000
FTEx FHET
Hong Kong Profits tax BEMENR

— Current tax — B ERRR I - 40
— Over provision for prior year —BAEFEBEEE - (20)
- 20

PRC Enterprise Income tax R E TSR
— Current tax —BVERR I 1,169 682
— Over provision for prior year - BEFEBERMG (1,233) =
(64) 682
Deferred tax (Note 32) EFERIE (FT3E32) (12,357) (7,347)
Total income tax credit FriSBiik o 4858 (12,421) (6,645)

On 21 March 2018, the Hong Kong Legislative Council
passed the Inland Revenue (Amendment) (No.7) Bill 2017
(“Bill”) which introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March 2018
and was gazette on the following day. Under the two-
tiered profits tax rate regime, the first HK$2,000,000 of
profits of the qualifying group entity will be taxed at 8.25%,
and profits above HK$2,000,000 will be taxed at 16.5%.
The profits of group entities not qualifying for the two-
tiered profits tax rates regime will continue to be taxed at a
flat rate of 16.5%.

No provision for taxation in Hong Kong has been made as
the Group’s income neither arises in, nor is derived from,
Hong Kong during the year ended 31 December 2020.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25%.

Pursuant to the relevant laws and regulations in the PRC,
certain subsidiaries of the Company, being qualified as
a new and high technology enterprise, are eligible for a
preferential Enterprise Income Tax rate of 15%.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

11. INCOME TAX (Continued)

The income tax expense for the year can be reconciled to
the loss before tax per the consolidated statement of profit

11, FT15 8 (@)

or loss and other comprehensive income as follows:

FRMBHRAX
Was R AR AT R IR B AR AT -

AN
N

BamhHEMEE

2020 2019
—E-EF —E-hF
HK$’000 HK$’000
FET FHET
Loss before tax B 7 A E5 18 (139,992) (122,288)
Tax at domestic income tax BEBRIERREEL ST
rates applicable to profits in 35 F /Y 2N HE B 1S B R
the respective jurisdiction (note) AHERHIE () (29,422) (23,170)
Tax effect of share of results JEIEAERRIEEY
of joint venture Mg a = (14)
Tax effect of expense not deductible R R ATTI=RA NI ] %3
for tax purpose X 2B E 19,790 16,558
Tax effect of income not taxable for MBI S BERD
tax purpose WAZ BB E (17,544) (15,727)
Over provision for prior year BEFEBREEE (1,233) (20)
Tax effect of tax losses not recognised AERRIBEE MG E 6,578 10,927
Tax effect of utilisation of tax losses EABTRERTIEEE
previously not recognised B2 = (763)
Tax effect of deductible temporary RERAUNMBREREZE
differences not recognised MEEE 9,410 5,564
Income tax credit for the year FAMBHESR (12,421) (6,645)

Note: As the Group operates in several different jurisdictions,

the tax rate applied in the tax reconciliation represents the
weighted average domestic tax rates of the individual tax

jurisdiction.

Details of deferred tax are set out in Note 32.

M AR ARERZETRADEERL S
B HHESRER W IR E @R
T BlARERR 2 INAE I AR B R 55

EIERIA 2 FEIE BN M RE32
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

12. LOSS BEFORE TAX 12. BRBL A& 18
The Group’s loss before tax is arrived at after charging/ REBOBRRATEEIRINE, (GTA)
(crediting): T B 1RES:
2020 2019
—EEF —E-NF
HK$’000 HK$'000
FER FHET
Staff costs, including directors’ BINAK BIEEEHE

remuneration (Note 14) (MF3E14)

— Salaries, wages and other benefits — e TENMEMET 42,584 41,633

— Contributions to retirement —RRENF B

benefits schemes 1,690 2,521
Total staff costs BE IR 44,274 44,154
Depreciation of property, ME - BMERZETE

plant and equipment (Note 17) (FF#E17) 44,697 39,059
Depreciation of right-of-use assets EREEERE (H:318)

(Note 18) 19,719 13,316
Amortisation of intangible assets (Note 21) #E & E# 44 (HizE21) 23,030 33,562
Total depreciation and amortisation IrEE N tH R 87,446 85,937
Net change in impairment losses EHEEBEEEA T2

under expected credit loss model VEREY = Wby = (7,671) 2,549
Write off/impairment loss recognised in MEPEERR M

respect of intangible assets (Note 21) WEEE (HiE21) 33,358 39,524
Impairment loss recognised MEBERRZREEE

in respect of goodwill (Note 20) (Ff¥5E20) - 15,188
Write-off of property, plant and equipment #i¥ %  ME M &%

(Note 17) (BEE17) - 5,332
Auditors’ remuneration Z B B

- audit service —E R 830 980

- non-audit service —FEEZIRT 198 200
Expenses relating to short term leases M HEEREEEAE

and low value leases HEMEAX 2,119 14,888
Cost of inventories recognised as expense  CHER AR X 2 7&K A& 116,045 448,921
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Notes to the Consolidated Financial Statements

13. LOSS PER SHARE

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

The calculation of the basic and diluted loss per share
attributable to owners of the Company for the year is

based on the following data:

13. IR E1E

AR TEE AR F G REA R
I8 RO R RS -

Loss for the year attributable to
owners of the Company and loss
for the purpose of basic and diluted
loss per share

ARAHEAEIEFA
BEEBRGEER

EAREFERZER

Weighted average number of ordinary
shares for the purpose of basic and
diluted loss per share

ARFTESRELRRK

EEEBE LB INE

W

2020 2019
—EB-%F —TNF
HK$’000 HK$’'000
TEx TAT
(110,344) (94,550)
2020 2019
—E-FF —T-NF
'000 '000

T T
9,522,184 9,622,184

The computation of diluted loss per share for the year
ended 31 December 2019 and 2020 does not assume
the exercise of share options since it would result in an

anti-dilutive effect on loss per share.

HE-Z—hhGER=-ZZTE=-ZFTF+=A
=S Etifz&kﬁégﬁuﬁl
EREEREETFE REAEEE

ﬂt&ﬁﬁ?i&%?%%o
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

14. DIRECTORS’ REMUNERATIONS

2020 2019
b Sk 1:3 I-NE
Salaries, Contributions Salaries, Contributions
wages  Share-based o retirement wages  Share-based to refirement
and other payment benefits and other payment benefits
Fees benefits expenses schemes Total Fees benefits €xpenses schemes Total
¥& 18k HRBAER RAER 5o IER HRGAER REH
Narmes of directors j £1:21 ne AEH  HAREX SRR it e AbRF ARREX R &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK§'000 HK$'000 HK$'000
TR TR THR THR THR L TR TR TR TR
Executive directors: HrES:
Dr. LIE Higuan (Note &) SEERL (Mita) - 2,250 - 27 221 - - - - -
Mr. CHEUNG Sing Tai FERRE 240 1,190 - 36 1,466 240 1,190 - 36 1,466
Mr. XU Gang (Note b) REEE (Wb) 63 62 - 4 129 120 245 - 12 3
Mr. TAO Wei BELE 120 274 - - 394 120 340 - - 460
Mr. WU Di (Note ¢) Rk (Wite) 57 - - - 57 - - - - -
Mr. ZHANG Bo (Note d) FR ) = - - - - 80 101 - 7 188
Non-executive director: Fa17Es:
Dr. LIE Haiguan (Note &) SR L (Hita) - - - - - o o o o S
Independent non-executive BuFHnES:
directors:
Ms. X| Lina ZEfgt 14 - - - 14 144 - - - 144
Mr. HUANG Zhixiong vt 132 - - - 132 182 - - - 182
Mr. ZHANG Zihua RFE* (ZHANG Zhua)
pit:d 180 - - - 180 180 - - - 180
936 3,776 - 67 4,779 1,016 1,876 - 55 2,947
Notes B 51

a) Redesignated from non-executive director to executive

director on 1 April 2020
b) Resigned on 10 July 2020
C) Appointed on 10 July 2020
d) Resigned on 30 August 2019

Mr. CHEUNG Sing Tai was also the chief executive officer
of the Company and his emoluments disclosed above
include those for service rendered by him as the chief
executive officer for the years ended 31 December 2020

and 2019.

There was no arrangement under which a director waived
or agreed to waive any emoluments in respect of the year

ended 31 December 2020 (2019: nil).

During the years ended 31 December 2020 and 2019,
no emolument was paid by the Group to the Directors as
an inducement to join or upon joining the Group, or as

compensation for loss of office.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

15. INDIVIDUALS WITH HIGHEST 15. = BE R AL
EMOLUMENTS
Of the five individuals with the highest emoluments in the rEEBRAESFHENALAR =&
Group, two (2019: one) were Directors whose emoluments —E-NE CRIREE REZH
are included in the disclosures above. The emoluments of MEREXHEZR -FRN -EBp=% (=%
the remaining three (2019: four) highest paid individuals —hE:mB)&aHFMER AL 2%
during the year were as follows: BT -
2020 2019
et et —ET-NEF
HK$’000 HK$’000
THER FAT
Salaries, wages and other benefits Fe ITENMKEMER 2,275 2,923
Contributions to retirement RRAEFIFTEI R
benefits schemes 108 198
2,383 3,121
The emoluments of the remaining three (2019: four) HHB = (ZE—NF O2)Ea5M
highest paid individuals fell within the following bands: BRIAT 2 MAFATEER :
2020 2019
—REF —E-NF
Emolument bands g E
Nil to HK$1,000,000 = 21,000,000/ 7T 2 8
HK$1,000,001 to HK$2,000,000 1,000,001/ 0%
2,000,0007% 7T 1 1
During the year, no emolument was paid to the five highest FRNAEBEBERNAE RS S HER
paid individuals as an inducement to join, or upon joining AT HEMBE - EAMASKENA
the Group, or as compensation for loss of office (2019: AREBR BB EARBHE (ZZ
Nil). —NE |
At 31 December 2020, the Directors held share options R-E-ETEF+-_A=+—H EEFHE
under the Company’s share option schemes. Details of the BANRIBERETZSEERE- 56
share options are disclosed under the paragraph “Share EREZHBEIRESSWRE [BERE
option schemes” in the report of the directors and Note HEl] — B MM FES47h I 55 o
34.
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

16. BB

No dividend was paid or proposed during the year ended BMERHEZ2 2 _TFE_F—NLF

31 December 2020 and 2019, nor has any dividend been +_ﬂ E+ B FEIRM SR TR

proposed since the end of the reporting period. KB B B R IR R 2 R N A
Hi/u\

16. DIVIDENDS

17. PROPERTY, PLANT AND EQUIPMENT 17. ME  BE KRG

Leasehold Office Furniture Motor Data centre Construction
Buildings  improvements equipment and fixtures vehicles  and equipment in progress Total
BEROR
BT HENERE BAERE BRRKE RE RE ERIR it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TEL TAL TEL TAL FEL TAL AL
Cost

As at 1 January 2019 96,513 21,987 22,294 4815 14,773 344,581 241,780 746,743
Exchange realignment (1,822 (374) (758) 81) (295) (7,518) (18,182) (29,030)
Additions - 8,224 278 300 927 7,740 982,590 1,000,059
Disposal - - (395) (196) (102) - - (693)
Disposal of subsidiaries - - (28) - - - - (28)

Transfer from construction in BERRIRE

progress > S S S S 65,336 (65,336) =
Capitalisation of borrowing cost BR{LfERARA (H310)

(Note 10) - - - - - - 63,247 63,247
Write-off bk} > (9,523) (247) 6) - - = (9,776)
As at 31 December 2019 and

1 January 2020 94,691 20,314 21,144 4,832 15,303 410,139 1,204,009 1,770,622
Exchange realignment [Rﬂﬁ 6,305 2,066 1,324 265 954 28,086 129,032 168,032
Additions RE - 1,516 776 193 - 46 745,489 748,020
Disposal & - - (866) @) (236) - - (1,105)
Disposal of subsidiaries (Note 37) HEMBAR (HF7) - (7) (1,758) - (15,255) - - (17,040)
Transfer from construction in BERRIRE

progress - - - - - 15,164 (15,164) -
Capitalisation of borrowing cost EREEREA (KE10)

(Note 10) = = = = = = 83,832 88,832
As at 31 December 2020 RZB-FF+-A=+-H 100,996 23,869 20,620 5,287 766 453,435 2,152,268 2,757,261
Accumulated depreciation and RHTERAE

impairment
As at 1 January 2019 9,614 10,176 11,041 2,802 6,671 26,963 - 67,267
Exchange realignment # (242) (899) (305) (54) (165) (815) S (2,480)
Charge for the year FRE 4370 3892 4248 807 3,646 22,09 = 39,059
Disposal it - - (188) (145) (37) - - (370)
Write-off s - (4,303) (141) - - - - (4,444)
As at 31 December 2019 and

1 January 2020 13,742 8,866 14,655 3410 10,115 48,244 - 99,032
Exchange realignment 1,173 1,669 935 190 763 4979 - 9,609
Charge for the year 4,338 5722 2,119 477 2425 29,616 - 44,697
Disposal - - (823) 6] (115) - - (941)
Disposal of subsidiaries (Note 37) ﬁﬁ MBAR (HE37) - 27 (1,086) - (12,427) - - (13,540)
As at 31 December 2020 RZB-BF+-A=+-8 19,253 16,130 15,800 4,074 761 82,839 - 138,857
Carrying values REE
As at 31 December 2020 R-B-BE+ZA=1-H 81,743 7,739 4,820 1,213 5 370,59 2,152,288 2,618,404
As at 31 December 2019 RZE-hF+-A=+-H 80,949 11,448 6,489 1,422 5,188 361,895 1,204,099 1,671,490
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

18. RIGHT-OF-USE ASSETS 18. FAHEEE

Building leased

forown use Land use rights Total
BEBERZ
HEETF T fE A @t
HK$'000 HK$'000 HK$'000
TAET FAET TAET
As at 1 January 2019 RZZE-NF—-A—H 55,959 40,054 96,013
Additions NE 5,456 - 5,456
Depreciation charged WERY (12,490) (826) (13,316)
Modification 5] (2,537) = (2,537)
Exchange realignment PEH R (889) (744) (1,633)
As at 31 December 2019 and F::-ﬂi%‘ﬂi+—ﬁ
1 January 2020 —Z-TF—-A[—H 45,499 38,484 83,983
Additions NE 225,486 - 225,486
Depreciation charged WERY (18,899) (820) (19,719)
Exchange realignment 0 5 5% 15,311 2,513 17,824
As at 31 December 2020 RZEZTF+ZA=+—H 267,397 40,177 307,574
Notes: BiEE
1. For both years, the Group leases building for its operations. 1. RZmEFEE AEERELERE
Lease contracts are entered into for fixed terms of BF-MERIZ %Ei% #H [E E H R
3 months to 20 years (2019: 3 months to 5 years), but ABIEAZE20F (ZZE—NF:3EAZE

may have extension and termination options as described 5¢ ) BRI AR iZD TN BT 9 RE HR K

below. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions.
In determining the lease term and assessing the length of
the non-cancellable period, the Group applies the definition
of a contract and determines the period for which the
contract is enforceable.

The Group has extension and/or termination option in
a lease for building used for own use. This is used to
maximise operational flexibility in terms of managing the
assets used in the Group’s operations. The extension and
termination option held is exercisable only by the Group and
not by the lessor. The Group reassessed whether it was
reasonably certain to exercise an extension or termination
option upon the occurrence of either a significant event
or a significant change in circumstances that is within the
control of the lessee. No addition lease liability of the Group
regarding to the extension and/or termination option was
recognised during the year ended 31 December 2020
(2019: HK$30,417,000).

EERE-HE BRI IR E R EE
Tﬁ%?ﬁ&&mmﬁﬂ?ﬂ’ﬂ\%ﬁ 1R
TATE E AH 23 R AT A S P 38 BH ) HA PR AR -
AEBRABANMNERLEER NN
A SR IR ITHARR

AEBRBEERANEFHREFR R
Lﬁﬁ&/&ﬂﬁ BB AL

EEEPFEANEESE  WRAI&K
AREEHRESEEETH -FENE
R TEREEERAEBETE:
MAR EEBAATE NEEREE
BREHRARAZEHBEANZBR
BEEABIRBETNTIHRETAED
HEITHEEH R LR EE RNEE
REBEE-_ZE-_ZF+-_A=+—A81t
FEYEBIINERBBTH R K
FEEENHERE (ZE— N F:
30,417,000/ 7T ) °
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

18.

19.

RIGHT-OF-USE ASSETS (Continued)

Notes: (Continued)

38 In addition, the Group is the registered owner of a piece
of leasehold land where one of the data centre projects is
primarily located. Lump sum payments were made upfront
to acquire this property interest.

4. At 31 December 2020, the Group is committed to
HK$2,165,000 (2019: HK$3,272,000) for short-term and
low-value leases.

58 The total cash outflow for leases amount to HK$23,023,000
(2019: HK$14,707,000) for the year ended 31 December
2020.

6. The Company has expenses related to short-term leases
and leases of low-value assets of HK$2,119,000 (2019:
HK$14,888,000) during the year ended 31 December
2020.

INTERESTS IN A JOINT VENTURE

On 19 June 2018, Guangdong Bluesea Mobile
Development Co., Ltd. (“Guangdong Bluesea”), the
equity interest of which is controlled by the Company
through structured contracts, and China National Offshore
Qil Information Technology Limited (“CNOOIT”) entered
into a joint venture cooperation framework agreement (the
“Cooperation Framework Agreement”). Pursuant to the
Cooperation Framework Agreement, Guangdong Bluesea
and CNOOIT agreed to establish /i3 R B8 A EH A
R 72 Blfor the joint investment in the development of data
center business in the energy industry. ;& H 2 R B /& K&
#LEBR A 7 was incorporated on 18 August 2018.

The Group holds 51% of the issued share capital and has
appointed 3 out of 5 directors of /&M ZE B E A&k
BRAF(“EHER"). However, under the Cooperation
Framework Agreement, passing any board resolutions
requires two-thirds of the votes from the directors of )& i
ERENE KB RGP A A The Directors consider that the
parties to the Cooperation Framework Agreement agree to
share control over /&M &, i.e. decision about activities
of /&M EEE requires unanimous consent from the other
party. As such, the investment in J&;f 23 & is classified as
a joint venture.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

19. INTERESTS IN A JOINT VENTURE

0. R—fElBa 2 AR ERR (&)

(Continued)

On 22 February 2019, Guangdong Bluesea entered RZE-NFZAZ+ZH ERHE
into a sales and purchase agreement to dispose of the B —MEBEMBULEEERRZ
51% shareholding of the joint venture at consideration of 51% A # - (B & %) A K #500,0007T
approximately RMB500,000 (equivalent to HKD561,000). (BEp561,000/7m) A - BHEZT
As a result, a gain on disposal of a joint venture of —NEFTZA=T—HIEFERRHEE
approximately HKD373,000 was recognised during the —M& &R A2 W #I373,0008 T °

year ended 31 December 2019.

The summarised financial information in respect of the ERAAEBAEERRNBEER 2 B3
Group’s joint venture is set out below: AT
2019
—NEF
HK$’000
FHET
Total assets BB E -
Total liabilities waff -
Net assets BEFE =
Group’s share of net assets of the joint venture ~ REEEEAS L AT EEEFE -
Total revenue FEN N 27,247
Total loss for the year FABIBRRE (161)
Total comprehensive loss FHEIEAE (161)
Group’s share of loss and other comprehensive FRAEBEGAELEZEER
loss of joint venture for the year Hip 2 HEEE (82)
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Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

20. GOODWILL 20. &
HK$’000
FAT
Cost 2%
As at 1 January 2019, 31 December 2019, R=F—hE—H—H "
1 January 2020 and 31 December 2020 —E2-NEt+=A=+—8"
—E-ZEF—-HF—HRK
—E-2#+=-H=+—H 382,591
Accumulated impairment it EE
As at 1 January 2019 RZE—NE—H—H 251,356
Impairment loss recognised for the year FAEERRERSE (M:E22)
(Note 22) 15,188
As at 31 December 2019, 1 January 2020 R-Z—hAF+-_A=+—H"
and 31 December 2020 —E-TF—-HA—HK
—ECEF+_A=+—H 266,544
Carrying values REE
As at 31 December 2020 R-Z2-_ZBF+=-RB=+—H 116,047
As at 31 December 2019 RZE-NAF+=A=+—H 116,047

Neo Telemedia Limited P EFEEEEEFR LA



Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

21. INTANGIBLE ASSETS 21. BV B E
Contracted
and Lottery
Wireless  uncontracted software Internet
network customers  development Computer finance
platform relationships system software License platform Total
EHEDS
KaI#2 ¥ERH ERA
ERARTA EFBf& BRAL -G AR SRTAR @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL FEr TR TEx TR TR
Cost
As at 1 January 2019 21,107 350,176 9N 9,112 17,450 23,956 422,712
Exchange alignment (398) - (17 (172) - 17 (604)
Asat 31 December 2019and R=Z-AF
1 January 2020 +ZA=t-AK
“E-25-f-8 20,709 360,176 894 8,940 17,450 23,939 422,108
Disposal of subsidiary (Note 37) (& i@ & (M737) - - - - - (885) (885)
Exchange alignment ERAR 1,379 - 59 595 - 6 2,039
As at 31 December 2020 R=B=%F
+ZA=t-R 22,088 350,176 953 9,535 17,450 23,060 423,262
Accumulated amortisation RABHERAR
and impairment
As at 1 January 2019 R-E-NE-F-H 21,107 130,446 911 9,112 6,702 23526 191,804
Impairment for the year (Note 22) A& (Fi3E22) - 39,524 - - - - 39,524
Charge for the year FRY - 31,837 = = 1,588 137 33,562
Exchange alignment ERA% (398) - (17) (172) - (1) (598)
Asat 31 December 2019and ~ W=B-A%
1 January 2020 +ZB=t-8Ek
—“2-%%5-8-H 20,709 201,807 894 8,940 8,290 23,652 264,292
Written off (Note) i sA (BiisE) = 33,358 = = = = 33,358
Charge for the year FRY - 21,352 - - 1,588 0 23,030
Disposal of subsidiaries (Note 37) H&MB 2 7 (F337) - - - - - (685) (685)
Exchange alignment ERAR 1,379 - 59 595 - 3 2,036
As at 31 December 2020 gt St 33
+ZA=+-R 22,088 256,517 953 9,535 9,878 23,060 322,031
Carrying values REE
As at 31 December 2020 R-Z=%F
+-B=+-AR - 93,659 - - 7572 - 101,231
As at 31 December 2019 RZE-NE
+=A=+-AH S 148,369 S = 9,160 287 157,816
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e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

21.

22.

INTANGIBLE ASSETS (Continued)

The above intangible assets have finite useful lives. Such
intangible assets are amortised on a straight-line basis
over the following periods:

Wireless network platform 5 years
Contracted and uncontracted customer 4-10 years
relationship
Lottery software development system 3 years
Exclusive rights on purchase and sale of 3.25 years
satellite communication equipment and
related services and trademark
Computer software 3-5 years
License 5-10 years
Internet finance platform 5-10 years

Note: The customer relationships contract of approximately
HK$33,358,000 were fully written off during the year as the
contract was ceased.

IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS

For the purpose of impairment testing, goodwill and
intangible assets with definite useful life set out in Note
20 and Note 21, respectively, have been allocated to the
following groups of cash-generating units:

o Provision of data centre services and other
information technology related services — Bluesea
Mobile Group

° Trading of telecommunication products — Million Ace
Group

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

22. IMPAIRMENT TESTING ON GOODWILL 22. & L mEEEE 2 BE

AND INTANGIBLE ASSETS (Gontinued) A (&)
o Provision of data centre services — Guangzhou o REHEEPLRE-EMNER
Nowtop
The carrying amounts of goodwill (net of accumulated HEZERE (KR RREEE)D
impairment losses) allocated to these units are as follows: BLZE T3 &BAL:
2020 2019
—9-%F “E-NEF
HK$’000 HK$'000
TER FET
Bluesea Mobile Group HEBEE 36,246 36,246
Guangzhou Nowtop EBMEH 79,801 79,801
Million Ace Group EREE - -
116,047 116,047
In addition to goodwill and intangible assets above, BB RELEEN REFE
property, plant and equipment and right-of-use assets ME ME BERREARELERS
(including allocation of corporate assets) that generate MEMNERAEEE(REATNEEND
cash flows together with related goodwill and intangible ) EREBNEEREREENREF
assets are also included in the respective CGU for the ABBZREGEESBA-

purpose of impairment assessment.
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Bt 955 ¥R 3R B &

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

22.

IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS (Continued)

BLUESEA MOBILE GROUP

The recoverable amount of Bluesea Mobile Group has
been determined based on its fair value less costs of
disposal. Its fair value determination was categorised
within Level 3 of fair value hierarchy prepared by an
independent professional valuer. The material unobservable
inputs of the valuation included 1) cash flow projection
based on a financial budget covering a five year period
approved by management; 2) pre-tax discount rate of 16%
(2019: 16.5%) per annum for the cash flow which reflects
the time value of money and the credit risk specific to the
cash generating units; 3) steady 2% (2019: 2%) growth
rate for cash flow beyond 5 year which reflects the growth
rate of relevant industry; 4) fair values of non-operating
assets and liabilities determined by the valuer. The
management believes that any reasonable possible
change in any of these assumptions would not cause the
aggregate carrying amount of Bluesea Mobile Group to
exceed aggregate recoverable amount of Bluesea Mobile
Group. The cash flow projections, growth rates and
discount rate have been reassessed as at 31 December
2020 taking into consideration higher degree of estimation
uncertainties in the current year due to how the COVID-19
pandemic may progress and evolve and volatility in
financial markets, including potential disruptions of the
operation.

Based on the valuation report issued by an independent
professional valuer, the recoverable amount exceeds
the carrying amount of Bluesea Mobile Group and no
impairment charge was necessary.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS (Continued)

GUANGZHOU NOWTOP

The recoverable amount of Guangzhou Nowtop has been
determined based on its fair value less costs of disposal.
Its fair value determination was categorised within Level
3 of fair value hierarchy prepared by an independent
professional valuer. The material unobservable inputs of
the valuation included 1) cash flow projection based on a
financial budget covering a five year period approved by
management; 2) pre-tax discount rate of 15.46% (2019:
16.52%) per annum for the cash flow which reflects the
time value of money and the credit risk specific to the cash
generating units; 3) steady 2% (2019: 2%) growth rate for
cash flow beyond 5 year which reflects the growth rate
of relevant industry; 4) fair values of non-operating assets
and liabilities determined by the valuer. The management
believes that any reasonable possible change in any
of these assumptions would not cause the aggregate
carrying amount of Guangzhou Nowtop to exceed
aggregate recoverable amount of Guangzhou Nowtop.
The cash flow projections, growth rates and discount rate
have been reassessed as at 31 December 2020 taking
into consideration higher degree of estimation uncertainties
in the current year due to how the COVID-19 pandemic
may progress and evolve and volatility in financial markets,
including potential disruptions of the operation.

Based on the valuation report issued by an independent
professional valuer, the recoverable amount exceeds the
carrying amount of Guangzhou Nowtop and no impairment
charge was necessary.
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

22. IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS (Continued)

MILLION ACE GROUP

In view of the downturn and keen competition of
the global mobile business environment that lead to
reduced orders from customers, revenue from trading
of telecommunication products, mainly mobile devices,
has significantly decreased compared with 2018. In
addition, due to the China-United States trade war, one
of the Android’s biggest phone manufacturers in China,
Huawei, was suspended from Android updates after the
Trump administration barred the Chinese organisation
from trading with US companies in May 2019. The
suspension has negatively impacted consumer confidence
in all Chinese-branded mobile phones. Although the
arrival of 5G era could potentially lead to a mobile phone
replacement cycle, the Group was uncertain that if the
Group could secure the source of 5G devices from its
suppliers. Should the Group be unable to secure the
supply of the next generation devices, future profitability of
the business would be negatively impacted.

Due to the above reasons, in order to save costs and
realise the Group's investment, the Group has restructured
its trading of mobile device business and disposed of
Million Ace Limited and its subsidiaries (collectively,
“Million Ace Group”), excluding Million Ace Trading (Hong
Kong) Limited (“MAHK?”), in the third quarter of 2019.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

22. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

MILLION ACE GROUP (Continued)

Since the Disposal, however, there has been no
improvement in the global mobile business environment.
Together with the impact of the outbreak of coronavirus
disease, MAHK did not receive any purchase order from
its customers after the Chinese New Year of 2020. On
the other hand, despite continued negotiation with its
suppliers, MAHK was still unable to secure the supply of
the next generation mobile devices.

In light of the above, the Board resolved to cease the
operation of MAHK on 13 March 2020.

As a result of the cessation of the operation of MAHK,
the cash generating unit of the trading of mobile device
business will no longer generate any cash flow. The
recoverable amount of Million Ace Group has determined
based on value in use calculation. As it is expected that
the recoverable amount of Million Ace Group will be
minimal, the Group has fully written off the goodwill of
approximately HK$15,188,000 and the intangible assets of
approximately HK$39,524,000 arose from the acquisition
of Million Ace Group during the year ended 31 December
2019.
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e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

23. INVENTORIES 23. 78
2020 2019
—E-BF T NF
HK$’000 HK$'000
TERT FET
Finished goods 2K mh 2,417 5,678
Less: Accumulated impairment B BEDRE - (800)
2,417 4,878

During the year ended 31 December 2020, the Directors
conducted a review of the Group’s inventories and no
impairment loss was recognised (2019: HK$NIl).

REE-F-FE+-A=+-AL%
B EF AL E AT RRITR (B
it R AR ERE (- nE:

T -

24. ACCOUNTS RECEIVABLE 24, FEUWER K
2020 2019
—E_ZF —Z—hEF
HK$’000 HK$'000
FTHET FHET
Accounts receivable JFEE it B 3R 115,097 157,332
Less: Allowance for expected credit losses W EHEERERE (24,289) (45,053)
90,808 112,279

The Group allows an average credit period of 90 days
(2019: 90 days) to its trade customers. The following is an
ageing analysis of accounts receivable net of accumulated
allowance for credit losses, presented based on the
invoice date at the end of the reporting period.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

24. ACCOUNTS RECEIVABLE (continued) 24, FEWBRFX (4)
2020 2019
—ECER —E-NF
HK$’000 HK$'000
TAER FET
Within 30 days 30K 35,246 26,997
31 to 60 days 31£260H 14,210 44,882
61 to 90 days 61£290H 8,867 9,782
91 to 180 days 91£180H 19,915 19,961
Over 180 days BiB180H 12,570 10,657
90,808 112,279

25.

Details of impairment assessment of accounts receivable

are set out in Note 6.

J& W BR SR 2 R (B RT (i S 1B A Y 56

PREPAYMENTS, DEPOSITS AND 25. TR RUIE - & R E A X
OTHER RECEIVABLES FIE
2020 2019
—E-ZHF —ZE-NF
HK$’000 HK$’000
FHExT FHETT
Prepayment AR RIE 40,303 227,547
Deposits b rara 92,227 20,803
Other receivables E {th JE W k08 55,609 93,752
188,139 342,102
Less: allowance for expected credit loss  Jil : B HA{= B 518 B 1 (24,443) (17,352)
163,696 324,750
Less: non-current portion B IERBHB D
Prepayment for construction BEERMEZ
of self-used property TEfT 5RE (2,647) (189,802)
Current Portion mEE D 161,049 134,948

Further details on the Group’s credit policy and credit risk
arising from deposits and other receivables are set out in

Note 6.

BRAAKRBEEERREZE REMER
REELZEERRZE - FFEERN

Bt 36 o
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e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

26. NOTE RECEIVABLE

During the year ended 31 December 2017, the Company
entered into a Deed of Assignment (the “DoA”) with an
independent third party (the “Assignee”) pursuant to
which the Company agreed to assign, and the Assignee
agreed to accept an assignment of a promissory note
(the “Promissory Note”) with a principal amount of
HK$88,000,000 and all rights and benefits derived thereon
to the Assignee for a consideration of HK$71,883,000
(comprising the discounted value of the Promissory Note
of HK$65,200,000 and the interest at 5% per annum
thereon of HK$6,683,000 in aggregate for two years from
the date of the DoA), payable on or before 28 March
2019. Pursuant to supplemental deed entered into on
18 April 2019, the due date of the Promissory Note is
extended to 28 March 2020. The Assignee has prepaid to
the Company the interest at 5% per annum amounting to
HK$3,594,000 on the consideration of HK$71,883,000 for
the extended period.

In relation to the DoA, a Deed of Guarantee in favour of
the Company was executed by another independent third
party (the “Guarantor”) pursuant to which the Guarantor
agreed to guarantee to the Company the due and timely
performance of the Assignee’s obligations under the DoA.

As at 31 December 2019, the net carrying amount of
note receivable was HK$61,586,000. The note receivable
is carried at amortised cost using the effective interest
method (net of allowance for credit losses of approximately
HK$10,297,000).

During the year ended 31 December 2020, the Assignee
fully settled the consideration of HK$71,883,000.
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Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

27. CASH AND CASH EQUIVALENTS 27. Me LR FEEY
2020 2019
—ECER —E-NF
HK$’000 HK$'000
TAER FET
Cash in hand and at bank FERRTRS
HKD BT 1,806 305
RMB AR 29,334 15,998
usD X7 3 1,623
31,143 17,926
Cash and cash equivalents consist of cash on hand and ReEFBZEBYEREFER & RET
balance with banks. bR o
Bank balances carry interest at market rates ranged from RZZBEZEF+_A=+—8 #1774
0.001% to 0.35% (As at 31 December 2019: 0.001% to ﬁ%?*ﬁi%iﬂiﬂ‘?&o 001% £0.35%
0.35%) per annum at 31 December 2020. (RZE—NF+Z=ZA=+—H:0.001%

10.35% ) Hb-

The RMB is not freely convertible into other currencies; ARBTSERALBAHMEY A -
however, under Mainland China’s Foreign Exchange 1R 55 R B A 3 A S BEE B B 1R 19 K 4
Control Regulations and Administration of Settlement, %E&H%%ﬁ%ﬁﬁ’$’&ﬂﬁ%)&iﬁ%@
Sale and Payment of Foreign Exchange Regulations, BREEITINEZEBRHIRITHE AR K i
the Company is permitted to exchange RMB for other BEME

currencies through authorised banks to conduct foreign
exchange business.
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e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

28. ACCOUNTS PAYABLE

29.

The following is an ageing analysis of accounts payable
presented based on the invoice date at the end of the
reporting period:

28. BT AR K

RBEMRIREZB 25N ENERR
B BRE DT AN T :

2020 2019
—E-ER ZT-NF

HK$’000 HK$'000

TET FHET

Within 30 days 30 28,535 25,542
31 to 60 days 31E60H 4,235 15,049
61 to 90 days 61Z290H 2,455 5,637
Over 90 days HBiB90H 17,586 21,967
52,811 68,195

The average credit period on purchases of goods is 90
days (As at 31 December 2019: 90 days). The Group has
financial risk management policies in place to ensure that
all payables are settled within the credit timeframe.

OTHER PAYABLES AND ACCRUALS/
CONTRACT LIABILITIES

() OTHER PAYABLES AND ACCRUALS

BEERMIEHEERAWNRA (RZF
—NE+ZA=+—H:908) - A&EE
EHEMBRBERRE BRAMZE
HABR A5 )E FT B IE IS RUIA ©

29. FLh JE T FRIE K AT RIE,
BHEaE

() EHtEMFIERER KA

2020 2019

—E-ER —T-NF

HK$’000 HK$'000

FTERx FET

Other payables H fth & 1 5RIE 111,655 66,061
Accruals FEEHFUR 12,379 12,165
124,034 78,226
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ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

29. OTHER PAYABLES AND ACCRUALS/ 29. Hfib & kI8 K Bt I8

CONTRACT LIABILITIES (Gontinued) BHEE @
() CONTRACT LIABILITIES nm eHaE
2020 2019
i —E-NF
HK$’000 HK$'000
FET FAET
Amounts received in advance in ERNEMEREKZ
relation to delivery of &7 (FsE)
telecommunication products (Note) 31,149 1,529
Note: Revenue is recognised when control of the goods Mk : WaEREREHEEETER
has transferred to the customer, being at the point (AEGRRNTFER )RR
the goods are delivered to the customer. When the ERPVISBERRmI A
customer initially purchases the goods and paid in NREE REEREREZEED
advance, the transaction price received at that point RGERERABAVNEBEESR
by the Group is recognised as contract liability until EEEIN RIS

the goods have been delivered to the customer.

The following table shows how much of the revenue TRIA AR EHEERZ A
recognised in the current reporting period relates HEBANEBEBECHBEEE BE
to carried-forward contract liabilities. There was no RAFRE BHEERETMETFED
revenue recognised in the current reporting period ERBHNETEBNRA -

that related to performance obligations that were
satisfied in a prior year.

The Group’s revenue recognised that was included RAEERBINEBRBZTAAGRN
in the contract liabilities balance at the beginning of BEESRZIBA
the period:
2020 2019
—E-EF —ZE-NF
HK$’000 HK$’000
FERT FAT
As at 1 January Rn—HA—H 1,529 3,433

Consideration arising from deposits 32 < i@ E L &
of delivery of telecommunication EEZRE

products 32,921 1,529
Revenue recognised that was FYEFTAGHNBELEHRE

included in the contract liability B R

balance at the beginning of

the year (1,539) (3,433)
Exchange realignment ME W S (1,762) -
As at 31 December Rt+t-—A=+—H 31,149 1,529
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

30. LEASE LIABILITIES 30. HEAG

TRINTRARERHE AEEHER
BB TANERS:

The following table shows the remaining contractual and
of maturities of the Group’s lease liabilities at the current
reporting periods:

31 December 2020
—®-85+-p=t+-A

31 December 2019
“E-NF+=A=+-H

Present Present
value of the Total value of the Total
minimum lease  minimum lease  minimum lease  minimum lease
payments payments payments payments
REHRE REHEE BEHE REHEE
HERE TR MERE HIELE
HK$’000 HK$'000 HK$000 HK$'000
TER THL TER THL
Within 1 year —FR 205,569 252,032 9,364 11,785
After 1 year but within 2 years —FRERERN 15,092 28,448 7,614 9,577
After 2 years but within 5 years MERBRER 38,261 74,245 14,912 18,853
After 5 years hF#k 206,783 281,199 17,464 20,146
260,136 383,892 39,990 48,576
465,705 635,924 49,354 60,361
Less: total future interest expenses i : R 2K FI| B I 1A% (170,219) (11,007)

Present value of lease obligations ~ T E & FHE (Hiz)

(note) 465,705 49,354

The weighted average incremental borrowing rates applied
to lease liabilities range from 3.24% to 8.22% (2019: from
4.31% t0 8.22%).

Notes:

As at 31 December 2020, the Group had lease liability of
approximately HK$189,867,000, which was the leased
machinery included in property, plant and equipment under
finance lease arrangement with net book value of approximately
HK$200,408,000.

The lease term is 4 years. Interest rate underlying the lease
liabilities is 8.0%. No arrangement has been entered into for
contingent rental payments.

Neo Telemedia Limited FE I EEEBERA A

FE AR E & E R INE T IR ERF
KA F3.24% £8.22% (—F — H 5
4.31% FE8.22% ) °

B3

B

R-EBE-EF+_A=+—H *x£B#%HE
FHE A E#189,867,0008 L ARMEHMEY
HETYE BEMLEMESHHESER -
B H1 % {8 49200,408,0003% T

HERAF - HER BB E58.0% I
BRI AR SRR AR LB



Notes to the Consolidated Financial Statements

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

30. LEASE LIABILITIES (Continued)

31.

Analysed for reporting purpose as:

ra M RERME

30. HEBE &

BRREME 2D

2020 2019
—EoEF —NEF
HK$’000 HK$’000
FTExT FHET
Current liabilities mEBE 205,569 9,364
Non-current liabilities ERBEE 260,136 39,990
465,705 49,354
BORROWINGS 31. B
2020 2019
—E-EF —NEF
Notes HK$’000 HK$'000
B 5 FTExT FHET
Bank loans IRITEXR
Short-term bank borrowing, EHIRITRER
secured and guaranteed BHEARER 1 - 223,500
Short-term bank borrowing, EHIRITRER
unsecured and unguaranteed EIKE R EER 2 3,576 3,60
Portion of bank loans, SRITERIL D
secured and guaranteed B Tﬁqﬂ&f*‘{% 3
— repayable within one year —HR—FRNERE 79,922 51,360
— repayable after one year which —BR—FREE
contain a repayment (BEREX
on demand clause EE RN 1,035,672 795,414
Portion of bank loans, RITERE D
unsecured and guaranteed ﬁﬁ#ﬁ&?‘% 4
— repayable within one year —AR—FAEE 7,807 782
— repayable after one year which — AR —FREE
contain a repayment (BEREXK
on demand clause R R 5,244 7,040
Portion of bank loans, RITEREH
secured and unguaranteed B R EER )
— repayable after one year which —ZBR —F1&EE
contain a repayment (BEREXR
on demand clause 32 RN 182,361 =
Total bank loans RITERERE 1,314,582 1,081,449
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

31. BORROWINGS (continued)

31. B (@)

2020 2019
—B-EF ZE-NF
Notes HK$’000 HK$’000
B 5 FTEx FH&T
Other loans Hi &N
Portion of other loans, HEmEHID
secured and guaranteed BEMRER 6,9
— repayable within one year AR —FNER 27,486 =
— repayable after one year which — AR —FRER
contain a repayment (BEREX
on demand clause B 5K 119,055 =
Portion of bank loans, RITERIS
unsecured and unguaranteed B B ER
- repayable within one year — AR —FAEE 38,935 -
— repayable after one year which — AR —FREE
contain a repayment (BEREX
on demand clause B AR AR 101,064 =
Total other loans H & KB 5 286,540 -
Total borrowings BB 1,601,122 1,081,449
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ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

31. BORROWINGS (continued)

Notes:

1)

As at 31 December 2019, the bank loan was guaranteed
by Dr. Lie and secured by the pledge of certain properties,
plant and equipment of the Group with net book value of
approximately HK$80,849,000 and certain properties of
companies substantially owned by Dr. Lie.

As at 31 December 2020 and 2019, the Group’s short term
bank loan is guaranteed by () Dr. Lie and (i) Mr. WANG
Kun (“Mr. Wang”), who is the legal representative, a director
and a substantial shareholder of the Group’s subsidiary
and legal representative and a director of the Group’s
subsidiaries.

As at 31 December 2020, the Group’s bank loans are
guaranteed by Dr. Lie and secured by the pledge of certain
properties, plant and equipment of the Group with net
book value of approximately HK$1,077,107,000 (2019:
HK$586,796,000) and certain properties of companies
substantially owned by Dr. Lie.

As at 31 December 2020 and 2019, the Group’s bank
loans are guaranteed by Dr. Lie and Mr. Wang.

As at 31 December 2020, the Group’s bank loans are
secured by the equity interest of one of the subsidiary
of the Group with carrying value of approximately
HK$119,190,000.

As at 31 December 2020, the Group’s other loans
is guaranteed by Dr. Lie and secured by the Group’s
properties, plant and equipment with net book value of
approximately HK$127,973,000, accounts receivable with
carrying value of approximately HK$30,423,000 and equity
interest of one of the subsidiary of the Group with carrying
value of approximately HK$59,595,000.

All of the borrowings are denominated in RMB.

As at 31 December 2020, all of the borrowings bear
interest from 4.45% to 6.3% (2019: 3.83% to 4.9%) per
annum.

To better manage the Group’s capital structure and
financing needs, the Group sometimes enters into sale and
leaseback arrangements in relation to equipment leases.
These legal transfers do not satisfy the requirements
of HKFRS 15 to be accounted for as a sale of the
equipment. During the year ended 31 December 2020,
the Group raised other loans amounting to approximately
HK$144,537,000 in respect of such sale and leaseback
arrangements.

31. Bk @)

—_

At

RZFE-—AE+=ZA=+—8" #R17T
ERBINELER LAREEKET
R {E4) /80,849,000 TTHY A T 2%

BELRBARIBELELRRZRA
M)A THEERR-
R-ZB_ZFFR_ZF-NF+_H

=+—R -AEEONEHRTERH
OB LRG) EmEE(TEXRE] A
SEMBATMEERRA EER
TERRARKNEE M E R RAEE
REAREE)ER-

R-ZFE-_TF+-_A=+—H8 K&
EMRTERHINIELER WUAKR
£ B E®FEY A1,077,107,000% 7T
(ZF]— A4 : 586,796,000/ T ) Y &
THE BELREEARIIELTEED
WA ZRARINETHE R

RZB-_ZFR-_F-NF+=R
=t—R -AEENRTERHIE
TREFREER

R-E-TF+-A=+—0 %%
60 685 5 A 4 8 B o — O
A A BREE %) A119,190,0007 7T #) f%

FEFEIE R -

R-_E-_ZEF+_A=+—H &
SENEMERBAINITLER I
PAZR & [ AR T /F B %) £127,973,000
BILTHYE BEREZE BREELD
£30,423,0007 7T ) & AR 3 & A
CEEF-—HHBRARAEMELNA
59,595,000/ 7T #) J% # 1E 3K 3 o

FBERKEOUARKEFE-

RZZEZZF+-_A=+—RH 1A
ERNFF X H4.45% £6.3% (==
— N4 :3.83% F4.9%) °

BTEUMERAEENELRLEER
MEFRK AEEERSRRBERE
AN EBRHELHE ;Z:éﬁ%%?
FEBBYIBRELENEI55 (BB
BREHEARINRE-BE-Z=-Z
F+-_A=+—BHLFE AEER
EEHEREHLTHEETHMBER
#) /5144,537,0005 7T °
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31. BORROWINGS (continued)

As at 31 December 2020, the Group’s banking
facilities were approximately HK$1,989,083,000
(2019: HK$1,598,745,000), of which approximately
HK$1,314,582,000 (2019: HK$1,081,449,000) had been
utilised as at the end of the reporting period.

The amounts based on the scheduled repayment dates
set out in the loan agreements and the maturities of the
Group’s borrowings at the end of the respective reporting
period (i.e. ignoring the effect of any repayment on

demand clause) are shown below:

31.

Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

H 45 A
& (#)

R-ZE-_FEF+-_A=+—H0 4%&
B iR 17 82 & #91,989,083,000/% 7T ( —
T — A4 1 1,598,745,0005 7T ) » H
#)1,314,582,0008 L (ZF — N F:
1,081,449,000/8 7t) B MR #h &5 Bl K &)
)Eﬁo

RERSHR BREERBEABES
EFABERAEEERNIHENSE
(BN2BREMIRERERRROTE)
LUNNZiNE

2020 2019
—ECEF —E-NF
HK$’000 HK$’000
FET FET
Amounts of bank loans that AR THEREEN
are repayable: RITERER:
— within 1 year —1F R 91,305 278,995
— between 1 and 2 years —1&26F 134,274 79,320
— between 2 and 5 years —2&5F 543,733 331,540
- beyond 5 years —5F LA £ 545,270 391,594
Total bank loans IRITE 4% 1,314,582 1,081,449
Amounts of other loans that AR T EAREE R
are repayable: HEtERESRE:
— within 1 year —1FR 66,421 =
— between 1 and 2 years —152%F 60,555 =
— between 2 and 5 years —2&5F 159,564 =
— beyond 5 years —5F Ak - -
Total other loans HmBERR%E 286,540 =
Total borrowings &R 1,601,122 1,081,449
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ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

32. DEFERRED TAXATION 32. IREFIIA
For the purpose of presentation in the consolidated RRGEMBRARAZINME & T
statement of financial position, certain deferred tax BEERBEELRBECDEMEEHE - UT
assets and liabilities have been offset. The following is the ARV B ERENZELERIBLEH D
analysis of the deferred tax balances for financial reporting #
purposes:
2020 2019
—EB-EF —E-NF
HK$’000 HK$’000
FE&T FAET
Deferred tax assets BIETRIAE E 5,920 7,268
Deferred tax liabilities EIERIEEE (25,308) (39,382)
(19,388) (82,114)
The following are the major deferred tax liabilities and LTARENERBIFERNERERZE
assets recognised and movements thereon during the BRCEHBEEEREEREZS):
current and prior years:
Right-of-use Fair value
assets Adjustments
and lease ECL on business
liabilities provision combination Total
FHEEER BHGEE £REHN
HEEE BEEE AFERE Fob
HK$'000 HK$'000 HK$’000 HK$'000
TR TET TAL FABL
As at 1 January 2019 R-E-NF—A—H 586 22,303 (63,667) (30,778)
Credited to consolidated statement 5t AR A B K
of profit or loss and other HizmlEx
comprehensive income (Note 11) ikal ) 259 (7,197) 14,285 7,347
Disposal of subsidiaries (Note 37(c)) HEHKBA
( MT?S?( ) - (8,747) - (8,747)
Exchange realignment B 23 87 - 64
As at 31 December 2019 and RZE-hE
1 January 2020 +ZA=+-BR
—E_ZF%-8-H 822 6,446 (39,382) (32,114)
Credited to consolidated statement 5t AFAEZE K
of profit or loss and other HEf2EMEER
comprehensive income (Note 11) (M) 768 (2,485) 14,074 12,357
Exchange realignment AR 100 269 = 369
As at 31 December 2020 R-ZE-ZF
+=A=t-H 1,690 4,230 (25,308) (19,388)
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

32. DEFERRED TAXATION (Continued)

At the end of the reporting period, the Group has
unused tax losses arising in PRC of approximately
HK$171,227,000 (2019: HK$110,996,000) that will expire
in one to five years for offsetting against future taxable
profits (one to ten years for new and high technology
enterprise). In contrast, tax losses arising in Hong Kong of
HK$46,769,000 (2019: HK$40,388,000) may be carried
forward indefinitely. At 31 December 2020 and 2019, the
Group did not have any deductible temporary differences.
No deferred tax asset has been recognised in relation to
such deductible temporary difference as it is not probable
that taxable profit will be available against which the
deductible temporary differences can be utilised.

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the
PRC subsidiaries. Deferred taxation has not been provided
for in the consolidated financial statement in respect of
temporary difference attributable to the profits earned by
the PRC subsidiaries as the Group is able to control the
timing of reversal at the temporary difference and it is
probable that will not reverse in the foreseeable future.

Neo Telemedia Limited FE I EEEBERA A

32. IRERIE ()

RBERR AEERFRHEEN KD
ARIEERAH171,227,0008 7T (—F
— 1% :110,996,000/ 7t) * R —=
FFRNEIE A SRR ERB R A (—
ERFHNARESMFMEE) - Bkt
RE B E £ /T I8 E 18 A 446,769,000
Bt (ZZ — L% 1 40,388,000/ 7T ) 7]
ERAEE R T _FTEF_FT—H
FH+_A=+—HB AEEHETEA
MBEREZ - AN TR NRE
BrEfaal IR SE FE R BRI - i ik
ZEUNRESEZBRERAELCHBE
éo

RETEIERMEVE FEHMERQR
78 7h E BRER &0 A B P 2R B9 B B SR TR
- AR ARE TR TR EHE
MEEEE A TR EERRAEIERE
A RORRBE R - i AR S BT SRR
MA B BRT B A~ R BRER A A S
R R R TR
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34.

Notes to the Consolidated Financial Statements

ra M RERME

For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

SHARE CAPITAL 33. B 7x
Par value Number of
per share shares Amount
BREAE B & B Ex-]
HKS$ HK$'000
BT FAT
Authorised: VETE
As at 1 January 2019, R-ZE-hE—-A—H"
31 December 2019, —E-NF
1 January 2020 and +t=ZR=+-8-
31 December 2020 —E-25-A-HK
o323
+=ZA=+-—8H 0.1 20,000,000,000 2,000,000
Issued and fully paid: BEEITRAE:
As at 31 December 2019, R-B-NF
1 January 2020 and +ZA=+—-H"
31 December 2020 —E-Z%-A—-H
kR=—ZE-ZF+=A
=+-—H 0.1  9,522,184,345 952,218
SHARE OPTION SCHEMES 34. FERHEET 2

Pursuant to a resolution passed at a annual general
meeting of the Company held on 19 December 2012,
a new share option scheme (the “New Share Option
Scheme”) was adopted by the Company.

The previous share option scheme of the Company (the
“Old Share Option Scheme”) was expired on 21 July
2012, no further options can be granted under the Old
Share Option Scheme thereafter. All outstanding share
options granted under the Old Share Option Scheme
remained outstanding until they lapsed in accordance with
the terms of the Old Share Option Scheme.

ARABR_BE—=—F+=-A+LBHE1T
BREAFASEB-—ERAZE Bt
AABRA— BB RETE ([HB
BEAERTEl]) -

ARRz A ERER S ([RBRE
FEDOR_FT-——F+tA-+—HBE
o HERBERBEBRESEE S
R BRE - AR EBBER 8 2 155
RIBEBREFBREZMBERITER
BAED R ARITEEERR
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Notes to the Consolidated Financial Statements

e M HRRME

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

34. SHARE OPTION SCHEMES (Continued)

The Company operates the New Share Option Scheme for
the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the New Share Option
Scheme include the Directors (including independent
non-executive directors), other employees of the Group,
and suppliers of goods or services to the Group.

The maximum number of unexercised share options
currently permitted to be granted under the New Share
Option Scheme is an amount equivalent, upon their
exercise, to 10% of the shares of the Company in issue at
any time. The maximum number of shares issuable under
share options to each eligible participant in the New Share
Option Scheme within any 12 month period is limited to
1% of the shares of the Company in issue at any time.
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 may be accepted
within 28 days from the date of the 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 the offer of the
share options or the expiry date of the New Share Option
Scheme, if earlier.

The exercise price of the share options is determinable by
the Directors, but may not be less than the higher of (i) the
Stock Exchange closing price of the Company’s shares on
the date of the offer of the share options; (i) the average
Stock Exchange closing price of the Company’s share for
five trading days immediately preceding the date of the
offer; and (jii) the nominal value of the shares.

Neo Telemedia Limited FE I EEEBERA A
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

34. SHARE OPTION SCHEMES (Continued) 34. BRHERTE ()
Share options do not confer rights on the holders to B T T EBE ARER B RN
dividends or to vote at shareholder’'s meeting. The RERG LREZEFN -FR KRNAQF
following table discloses details of the Company’s share BEZTE BT BRESBEEENT
option in issue under the Scheme during the year: *:
Number of share options
BREZE
As at
31 December
Exercise As at Lapsed Reallocated 2019 and Lapsed Reallocated At
Name of category of Exercise period 1 January during during 1 January during during 31 December
participant Date of grant  period per share 2019 the year the year 2020 the year the year 2020
(Note 1)
R
“E-hE
+=A s
i =t-8K ZBIEE
ZB-hE RERN ZB-EBF RER t=A
SHREBHER RiLBH iy BRATEE -A-B REAKN E%ﬁm -A-B RERXN EFSE  =t-H
(H=E1)
Directors
Bz
Dr. LIE Haiquan 9.4.2018 9.4.2018 to 8.4.2021 0.25 9,000,000 - - 9,000,000 - - 9,000,000
SSERT —T-N\F ZZ-\fmMANAZE
MANE —Z--4EANR
Mr. CHEUNG Sing Tai ~ 9.4.2018 9.4.2018 to 8.4.2021 0.25 18,000,000 - - 18,000,000 - - 18,000,000
RERLE —Z-\f  ZZ-\FMANBE
mANR —Z--FMANA
Mr. XU Gang 9.4.2018 9.4.2018 to 8.4.2021 0.25 6,000,000 S - 6,000,000 (6,000,000) = =
fRELE —2-0\% “2-\fEANEE
mANR “Z--F¥mANA
Mr. TAO Wei 9.4.2018 9.4.2018 to 8.4.2021 0.25 6,000,000 S - 6,000,000 = - 6,000,000
BREE —Z-\§  ZZ-\fBmAARE
EANH ZZ_-E@ANE
Mr. ZHANG Bo 9.4.2018 9.4.2018 to 8.4.2021 0.25 6,000,000 - (6,000,000) - - - -
RREE —I-N\F ZZ-\fmANAZE
MANE —Z--4EANR
Mr. ZHANG Zihua 9.4.2018 9.4.2018 to 8.4.2021 0.25 1,000,000 - - 1,000,000 - - 1,000,000
RTE 20\ “Z-\EMANEE
*ZHANG Zihua) %% TANE “E--ENANR
Ms. X Lina 9.4.2018 9.4.2018 to 8.4.2021 0.25 1,000,000 - - 1,000,000 - - 1,000,000
ZEBfxt —2-0\% “2-\fEANEE
mANR “Z--FmANA
Mr. HUANG 9.4.2018 9.4.2018 to 8.4.2021 0.25
Zhixiong 1,000,000 - - 1,000,000 - - 1,000,000
EEBEE T\ ZE-\fMANEE
MANE —E--¥MANA
48,000,000 - (6,000,000) 42,000,000  (6,000,000) - 36,000,000
Employees 31.1.2018 31.1.2018 to 30.1.2021 0.25 67,000,000  (1,800,000) - 65,200,000 (10,900,000) - 54,300,000
] —3-N\F “E-\E-A=t-HZE

-A=+-B ZZ--f£-A=+H

67,000,000 (1,800,000 - 65,200,000 (10,900,000) - 54,300,000

Annual Report 2020 —E_F £ £ 213



Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

34. SHARE OPTION SCHEMES (Gontinued) 34. BB ST ()
Number of share options
BREHE
As at
31 December
Exercise As at Lapsed Reallocated 2019 and Lapsed Reallocated At
Name of category of Exercise period 1 January during during 1 January during during 31 December
participant Date of grant  period per share 2019 the year the year 2020 the year the year 2020
(Note 1)
Iy
ZB-NF
+=A i
i =t-Hk ZEBIERE
“E-hEF RER ZB-BF RER t=h
SHREERER RAAH T8 BRORE -B-B RERXR E%gﬂ; -B-B RERXY  EHIE =t-8
(M1
Others 8.4.2011 8.4.2011 to 7.4.2021 0.469 6,840,000 - - 6,840,000 - - 6,840,000
Hib —E——&  —E--£MAJ\HE
MANE —F--fMAtA
31.1.2018 31.1.2018 to0 30.1.2021 0.25 126,000,000 - - 126,000,000 - - 126,000,000
—E-N\E “E-N\F-R=+-HE
-A=+-B ZB=-f-A=1H
9.4.2018 9.4.2018 t0 8.4.2021 0.25 86,000,000 - 6,000,000 92,000,000  (6,000,000) - 86,000,000
—E-0\E “2-\fMANRE
MANE “Z--F¥mANA
218,840,000 - 6,000,000 224,840,000  (6,000,000) - 218,840,000
Total 333,840,000  (1,800,000) - 332,040,000  (22,900,000) - 309,140,000
Eh
Note 1: Mr. ZHANG Bo resigned as a Director on 30 August MeE1: REEEER=ZZE—NLFNA=T
2019 and has remained as a director of certain HEHEES W ELEBREBEST
subsidiaries of the Company since then. His share ARARETFTHBRARIZES K2
options have been reallocated to “Others”. ERECEHSIEE [EfMm] -
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34. SHARE OPTION SCHEMES (Continued)

The fair values of first and second options granted
under the New Share Option Scheme measured at the
date of grant during the year ended 31 December 2018
was approximately HK$9,485,000 and HK$7,717,000
respectively. The following significant assumptions were
used to derived the fair value using the Binomial Option
Pricing Model:

9 April 31 January
2018 2018

Total number of share option 154,000,000 195,000,000

Option value HK$0.0501  HK$0.0486
Option life 3 years 3 years
Expected Tenor 3 years 3 years
Exercise price HK$0.250 HK$0.250
Stock price at the date

of grant HK$0.176 HK$0.190
Expected volatility 82.79% 83.04%
Risk-free rate 1.596% 1.489%

Expected volatility was reference to Bloomberg calculated
from the weighted average historical volatility of weekly
return of share price of comparable companies and the
Company. Risk-free rate represents the yields to maturity
of Hong Kong Exchange Fund Note with respective
terms to maturity as at the share options granted date.
The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects
of non-transferability, exercise restrictions and behavioral
considers.

No share options were exercised during the year ended
31 December 2020 and 2019.

34. BB REET ) ()

REZE_ZE—N\F+-A=+—HIEF
ERENEREASROE 2E—HES
“HEREARE BB EZATE
5 Bl & 499,485,000/ 7T K&7,717,0007%
TLo AT T = Iétﬁﬂff***mﬁﬂﬁm

NEEHEAZEBRRK
-NF ZE-N\F
mANAE —A=+—H
EREAH 154,000,000 195,000,000
EREEE 0.0501787T  0.0486/8 7T
SR E T 3F 3F
BEEH 3F 3%
11EE 02507  0.2507C
REEBZRE 017687 01908
TEH 18 82.79% 83.04%
ERRFIX 1.596% 1.489%

i‘ﬁﬁ;ﬁ&mmﬁﬁﬂ””ﬁépﬂﬁ LA AR

RNERAR R RE S B R RN E
SORIRIS H o EA R A RN BB
BEHRM FBINEESRIR DI
Wk -HEREBREMTT BAH
ZEMFHCAEREREZ TR EE
HTERIRTRASFEBRRZTE
mB Pz

BEEBRERBE_ZT_ZTFR-F
—NFtT-A=t—BULFEETRE-

Annual Report 2020 —E = FF £

215



Notes to the Consolidated Financial Statements

wr A MR R M A

For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

35. RECONCILIATION OF LIABILITIES 3. MERFELECREY
ARISING FROM FINANCING ACTIVITIES iR
The table below details changes in the Group’s liabilities T%%Ei%izli SERmESHEAZBE
arising from financing activities, including both cash 28 BREReRIFREH -MEF
and non-cash changes. Liabilities arising from financing @J FEAZ28EN AR S /miji 7RI
activities are those for which cash flows were, or future ERERNTEELGFEES DR
cash flows will be, classified in the Group’s consolidated KERMEETHRERE 281G
statement of cash flows as cash flows from financing
activities.
Borrowings Lease liabilities Total
EE HESRE @t
(Note 31) (Note 30)
(H&E31) (B¥&£30)
HK$'000 HK$'000 HK$'000
THER TAER THT
As at 1 January 2019 RZZ-NF-A—-H 682,261 59,004 741,355
Changes from financing cash flows BEREREE
Borrowings raised EX7EX 821,599 - 821,599
Repayment of borrowings BEER (373,969) - (373,969)
Leases rental paid BEfEE - (14,707) (14,707)
Interest paid ERFE (63,633) - (63,633)
Total changes from financing cash flows BERSRELYLE 383,997 (14,707) 369,290
Finance costs (Note 10) mMERA (Fii10) 63,633 2,931 66,564
Other movement Hip = 2,990 2,990
Exchange realignment BEHRE (48,442) (954) (49,396)
As at 31 December 2019 and EA::—H¢+—H‘+ A
1 January 2020 —Z-EF-f-H 1,081,449 49,354 1,130,803
Changes from financing cash flows zﬂﬁfﬁiméﬁ
Borrowings raised ZEVER 862,272 = 862,272
Repayment of borrowings BEER (439,801) = (439,801)
Leases rental paid Bffe - (23,023) (23,023)
Finance lease repaid EERENE - (26,307) (26,307)
Interest paid BRFE (75,531) = (75,531)
Total changes from financing cash flows BERSHEZYET 346,940 (49,330 297,610
Finance costs (Note 10) RERA (MEE10) 81,393 24,508 105,901
Other movement &g (5,862) 414,613 408,751
Exchange realignment FE L 5% 97,202 26,560 123,762
As at 31 December 2020 RZZZZE+-A=+—-H 1,601,122 465,705 2,066,827
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

36. ACQUISITION OF SUBSIDIARIES 36.

(A) CHANGE IN OWNERSHIP INTERESTS
IN GZ YIZI

During the year ended 31 December 2020,
the Group acquired 30% equity interests of
Guangzhou Yizi Internet Technology Co., Ltd.* (&
MHAEEBERARRQR) ("GZ Yizi") from
the non-controlling shareholder of GZ Yizi at a
consideration of RMB18,700,000 (equivalent to
approximately HK$21,265,640), which resulted in
the Group’s effective equity interests of 54% (2019:
36%) in GZ Yizi. The effect of the acquisition on the
equity attributable to the owners of the Company is

Lgs TP NG]

A) REMNREZFTEREER
=)
REE-_ZT-_ZTF+_-_fF=+—
BtFE - A£EBEEMNTR
EEBBREER AR ([EM
RE|)z —BIEERBREWRE
BEMBREZ230% B REA
R #18,700,0007T (HE R D
21,265,640/ 7T ) + A it A~ 5 = 7
BMBENEBRE R 4% (ZF
—NF :36%) - WEEH AR A %
BABGREZZENT:

as follows:

HK$'000
FHET

Carrying amount of non-controlling Frug g FEE i i 2m 2 BRTEN(E
interests acquired 3,440

Consideration paid for ERIEERER N2 RE
non-controlling interests (21,265)
(17,825)

(B) CHANGE IN OWNERSHIP INTERESTS
IN INSIGNIFICANT SUBSIDIARIES

During the year ended 31 December 2020,
the Group obtained equity interests of various
insignificant subsidiaries from the non-controlling
shareholders. The effect of the acquisition on the

B) RTERMBARZHME
EEZSE
REE-_ZT-_TF+_A=+—
HIFFE  AEB B IFHE AR R E
BETFIAEARME QR ZIE - U
BHARNAEE ARLRE 2

equity attributable to the owners of the Company is 21T
as follows:
2020 2019
—BEF —E-NEF
HK$’000 HK$'000
FET AT
Carrying amount of non-controlling ~ FrUt B 3F1petE s 2
interests acquired BREE (75) (2,589)
Less: effect of translation reserve W BmEREBEIHE - 288
(75) (2,301)
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

37. LEHRE A A
A) HEHBEFEES/MER

37. DISPOSAL OF SUBSIDIARIES

(A) DISPOSAL OF NEO FINANCIAL

HOLDINGS LIMITED (“NEO
FINANCIAL”) AND ITS SUBSIDIARIES
(“NEO FINANCIAL GROUP”)

On 5 September 2020, a directly wholly-owned
subsidiary of the Company entered into a sales
and purchase agreement to dispose of its 100%
interest in Neo Financial Group. Pursuant to the
agreement, the purchaser has agreed to purchase
the sale shares at a consideration of approximately
HK$1,126,000. The principal activity of Neo
Financial Group is operation of internet finance
platform business. The disposal was completed on
7 September 2020.

Summary of the effects of the disposal of Neo
Financial Group is as follows:

BRAB ([FEHFESE
) REKELR ([FE
HMEFTRMER])

RNZE_TFNLARRB XA
MEEZENBARERE]— ﬁi%f
ERZEUHEERFTRETEES
BEB s 2HES REHE B
7 B R E AR (E £91,126,0007% 7T
BEHEROD FENEESAHE
EMNFrEXBRAKLE LB
FTEEK BEFHER-ZTZF
NAEHZEK-

£

HEFETNECEHEEZFE
BEWT:

HK$’000
FHET
Property, plant and equipment Y- B kR 610
Intangible assets B EE 200
Accounts receivable JE W BR X =

Prepayment, deposits and TEfTRE - e R H B EIE
other receivables 4,839
Cash and cash equivalents ReRBeEEY 938
Accounts payable FERTER R -
Other payables and accruals H b fE A 5RIB K BT RIE (17,034)
Tax liabilities MIBEE (6,311)
Net liabilities disposed of P& B EFHE (16,758)

Gain on disposal of subsidiaries: HEMB AR W

Cash consideration received BUEESNRE 1,126
Release of exchange reserve upon disposal  H & 85 R R TE H (& 1,198
Non-controlling interests FE P2 I e (12,857)
Net liabilities disposed of & BEFRE 16,758
6,225

Net cash inflow arising on disposal: HEFSHEELCRESRAFE:
Cash consideration ReRE 1,126
Cash and cash equivalent disposed of FIEEzRHeRESESED (938)
188
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

37. DISPOSAL OF SUBSIDIARIES (continued) ~ 37. tHEMIB AT (&)

(B) DISPOSAL OF INSIGNIFICANT (B) HEFEKRKHE QT
SUBSIDIARIES
During the year ended 31 December 2020, BE-_Z-_ZTF+=-H=1T—H
the Group disposed equity interests of various HFEE- Kﬁlﬁﬁ*'ﬁ_ﬁﬁ&
insignificant subsidiaries to independent third parties. ZHEEERMBAFIMRE BE
The effect of the disposal on the equity attributable FHEHHEARAIHAE ABGREZ
to the owners of the Company are as follows: FEMT
HK$’000
FHET
Property, plant and equipment M WBEREE 2,890
Inventories BE 285
Accounts receivable JE W BR 3R 1,711
Prepayment, deposits and TERIE - 2e R H M EREIE
other receivables 3,088
Cash and cash equivalents RehkBEeEEY 942
Accounts payable JE 1 BR 3K (1,659)
Other payables and accruals H 8 < /I8 I FE 5T RUIR (3,089)
Net assets disposed of FrtECEEFRH 4174
Loss on disposal of subsidiaries: HEMB AR 2 EE:
Cash consideration received BUYIRERE 2,890
Release of exchange reserve upon R AR RR OE N R 1R
disposal (88)
Non-controlling interests e IR E = (2,318)
Net assets disposed of FrEEvEEFRE (4,174)
(3,690)
Net cash inflow arising on disposal: HESHEELECRESRAFRE:
Cash consideration ReERE 2,890
Cash and cash equivalent disposed of FIHEsRERREEEY (942)
1,948
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37. DISPOSAL OF SUBSIDIARIES (Continued) 37. HEMWB AR (&)

(C) DISPOSAL OF MILLION ACE GROUP (C)

On 26 September 2019, an indirectly wholly-owned
subsidiary of the Company entered into a sales and
purchase agreement to dispose of its 100% interest
in Million Ace Group. Pursuant to the agreement,
the purchaser has agreed to purchase the sale
shares at a consideration of HK$10,000,000. The
principal activity of Milion Ace Group is trading of
telecommunication products. The disposal was
completed on 30 September 2019.

Summary of the effects of the disposal of Million Ace
Group is as follows:

HEEXREE

RZE—NFLAZ+H &R
A—RHEEE2ENB AR —
NEEREALEERNEXEE
2eHEE - BERE BEHER
E LA {E10,000,000/% 7L & B 4
ERp - ENEENTEEKAE
EEMER - HEFER-Z—N
FAA=+H®EK-

HK$’000
FHET
Property, plant and equipment M WE REE 28
Deferred tax assets REHIBEEE 8,747
Prepayments and other receivables TR BOE I H b e s s 1,341
Cash and cash equivalents RehBEEEY 91
Accounts payable FERTER K (3,999)
Other payables and accruals Hh FE A 5RI8 & FEET IR (5,335)
Tax liabilities MIBEE (17,859)
Net liabilities disposed of FrtEraEFaE (16,986)
Gain on disposal of subsidiaries: HEMB AR 2 W

Cash consideration received BUWIRERE 10,000
Net liabilities disposed of & BEFRE 16,986
26,986

Net cash inflow arising on disposal: LEFEELZRSRAERE:
Cash consideration HeRE 10,000
Cash and cash equivalent disposed of FIHEsREEREEEY (91)
9,909
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37. DISPOSAL OF SUBSIDIARIES (Continued)

(D) DISPOSAL OF QIANHAI

On 16 April 2019, an indirectly wholly-owned
subsidiary of the Company entered into a sales and
purchase agreement to dispose of its 100% interest
in Qianhai Wealth Management Limited (“Qianhai”).
Pursuant to the supplementary agreement dated on
22 May 2019, the purchaser has agreed to purchase
the sale shares at a consideration of HK$1,400,000,
plus bank balance and prepayment on completion
date. The principal activity of Qianhai is insurance
brokerage services. The disposal was completed on
26 June 2019.

Summary of the effects of the disposal of Qianhai is
as follows:

37. LEHRB AT (#®)
(D) HERE

RZZE—AFWMA+E KNAFA
—HEE2EWNBRARR —H
EEMBEUNLEHERANEGENS
RAR([AIE]) 22 &R
BEHHA-—ZE-—NFRA-+=
AranmE EAERERT
KBHBEEHEHERD RER
1,400,000/ 7T o0 LR 1T 45 82 2 78
NHE-FENEZEFARER
RIS RTE - HEFHER T — N
FRAZFNHEK -

HEMBZZERELT

HK$’000
FHET
Accounts receivable JEUAR R 6
Prepayments and other receivables TR FOE I H e e 21
Cash and cash equivalents RekReEEY 131
Accounts payable JEAS BR 3R 3)
Tax liabilities MIEAE ™
Net assets disposed of FrtECEEFE 154
Gain on disposal of subsidiaries: HEMB AR Z W :
Cash consideration received BUWIRERE 1,552
Net assets disposed of &z EEFE (154)
1,398
Net cash inflow arising on disposal: HEETBEELECHRERAFRE:
Cash consideration ReRE 1,552
Cash and cash equivalent disposed of FItEZRERASEED (131)
1,421
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38. CAPITAL COMMITMENTS 38.

BANAE

31 December 31 December

2020 2019
—E-EF —FT-NF
+=-H=+—-8B +t=-—B=+—8
HK$’000 HK$'000
Fax FEIL
Commitments contracted for but not BANTSEBEERINE
provided in the consolidated RRERE B8Rk
financial statements in respect of B R R
— Property, plant and equipment S E B 828,762 642,361
39. MAJOR NON-CASH TRANSACTION 39. X EFMEH
During the year, the Group had non-cash additions to FRN - AEEREEEAERACEFHE
right-of-use assets and lease liabilities of HK$225,486,000 CHHEAEAREEREERE IR
(2019: HK$5,456,000) and HK$225,486,000 (2019: ERNE D A F225,486,0008 T (==
HK$5,456,000), respectively, in respect of lease — L% : 5,456,000/ 7T ) }225,486,000
arrangement for building leased for own use. Bt (ZZF— N4 < 5,456,000 7T ) °
40. SUBSIDIARIES 40. MY B A 7]

Particulars of the principal subsidiaries at 31 December
2020 are as follows:

FEMBARANRZ-ZE_ZTE+ A
Z+—BZE@EERNT

Place of
incorporation/ Nominal value of Nominal value of Percentage of
registration and authorised paid up issued equity attributable
Name of subsidiary business share capital share capital to the Company Principal activities
HREL/HRE BHRH AREER
HEARZR EENY FERFEE BRTRAEE BEAAML IERR
Directly Indirectly
E# B
Guangdong Bluesea Mobile Development PRC, limited iabilty company RMBG687,000,000 RMBG685,000,000 - 100%  Operation of commercial WIFI
Limited (Note 1) (2019: RMB100,020,000) (2019: platform, provision of value-added
RMB50,000,000) telecommunication services and provision
of data centre sevices
ERESYIERARLT HE BRERLA ARM667000000T  ARM685,000,0007T - 100% EEFHEWFTA RELEEARBAR
(Hz01) (ZZ-hE: (Z5-NF: BB LR
AR100,020,0007) AR 50,0000007)
ERMLEHEREAEE PRC, limited liabilty company RMB100,000,000 RMB10,000,000 - 70%  Operation of Internet finance platform
BRDF (Note 1) business
BRMAZHEREER HE BRERLA ARH100,000,0007 AB%10,000,0007T - 0% LEEBELRTAER
BRAR (W)
Guangzhou Yizi Internet Technology Co., Lid ~ PRG, limited liabilty company RMBE0,000,000 RMB29,700,000 S 54%  Provision fo data centre services
BNmREERANRERAA HE BRALLA AB#60,000,0007 AR#29,700,0007 - 5% REGBERLRE
EEESEBEEERDA PRC, limited liabilty company RMB595,000,000 RMB595,000,000 = 100%  Provision fo data centre senvices
EREEHELRARLA HE BRERLT ARM5950000000  ARM595,000,0007 - 100% RESHEHLRS
EMTERREERAA PRC, limited liabilty company RMB100,000,000 RMB2,500,000 - 60%  Provision of data centre services
ENTERHEERAT T ERERLT ARH100,0000007 ARH2,500,0007 - 60% REHETLRH
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40. SUBSIDIARIES (Continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results for the period 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.

Notes:

1. Subsidiaries controlled through certain structured
arrangements (“Structured Arrangements”), for details of
the Structured Arrangements, please refer to Note 41.

Details of non-wholly owned subsidiaries of the Group that
have material non-controlling interests:

The table below shows details of non-wholly-owned

40. REB A7) (&

EREIARBZMBAR EFERA
&%W%QTQ$E@$%WZ¥ﬁE
ETERESANAEEEEFEZT

EHN -EERR WHIEMHBR
AlzHBRTREBBAR TR
Bt :

1. iﬁi@%*%ﬁ%’\&?%?(H’E%'&Q%‘H)
ZHZMBAR RGBT
ni‘ﬁ uﬁ%ﬁﬁ’zﬁuilﬁ °©

BEERFERERNASEIEZEN
F/\Tmuilﬁ .

TRENFEAERFEREENANEE

subsidiaries of the Group that have material non-controlling F2EME R RIMFE -
interests:
Place of Proportion ownership
Incorporation interests and Loss for the year Total comprehensive
and principal voting rights held by allocated to income/(loss) allocated to Accumulated
Name of subsidiary place of business  non-controlling interest  non-controlling interests  non-controlling interests  non-controlling interests
MELARZE ERALBH FEREEREZ REFERERC PREFERER
REIBEXBYE  HARBDRREEEAL ERER 2ERE/ (BB EE FFERER
2020 2019 2020 2019 2020 2019 2020 2019
Z§28F CT-AF CRSEE CT-AF CR0EE CTAF CR0EE CIAF
HK$'000  HK$000  HKS'000  HKS000  HK$'000  HKS'000  HKS'000  HKS'000
TR TR TiEn T TR TiEx TR TEL
ERMAENZREERERLA PRC 30% 30% (158) (2,183) 1,120 (2,554) 16,690 15,670
BRMWLEsE ﬁ*f%‘ NS Gl
BNTERRHARD PRC 40% 40% (1,637) (26,991) (2,855) (27,322) 19,627 22,482
Ed\\‘\ﬁiﬁ%ﬁﬂﬁﬁﬂmaﬂ i
ATELERESELRRY PRC - 40% - (3,973 - (4,143 - (6,397)
ERAland its subsidlaries
MITmELeREBA hE
CRRBARRAREANELT
Individually immaterial subsidiaries 33,911 34,060
with non-controlling interests
EEFERERERFEAHBAR
70,228 65,715
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

40. SUBSIDIARIES (continued) 40. MY B R Al (#)
Summarised financial information in respect of each of BEEAREERETNAEEZHBA
the Group’s subsidiaries that has material non-controlling AW BERMEEHS T - LATR B
interests is set out below. The summarised financial BERBERESBANRRHEEHEITNS
information below represents amounts before intragroup ¥ o
eliminations.
ERMALENEREEEARLAT ERMALENEREEEARLT
2020 2019
—EC-EF —ZE-hE
HK$’000 HK$'000
FEx FET
Current assets MEEE 81,125 74,017
Non-current assets ERBEE 45 1,190
Current liabilities mEBE (25,538) (23,308)
Non-current liabilities EnEaE - -
Equity attributable to owners of RNAGEE AELER
The company 38,942 36,329
Non-controlling interests FETE N 2 16,690 15,570
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40. SUBSIDIARIES (Continued) 40. M8 A~ A ()

ERAAZEHEREEEEMR AL F (Continued) ERFAAZVEREEERRATF ()

2020 2019
—E-EF —E-hEF
HK$’000 HK$’000
FTEx FET
Revenue WS - -
Expenses Fx (527) (7,277)
Loss for the year FREE (527) (7,277)
Loss attributable to owners of ARTHEE ANELERE
the company (369) (5,094)
Loss attributable to VR R A B B 1R
The non-controlling interests (158) (2,183)
Loss for the year FREE (527) (7,277)
Other comprehensive income/(loss) RARIEB AESEM
attributable to owners of the Company 2wz (EE) 2,982 (865)
Other comprehensive income/(loss) FEVERR HE o B4 Ho A
attributable to the non-controliing interests 2@ 425, (E18) 1,278 (371)
Other comprehensive income/(loss) for FREMEERE
the year (E18) 4,260 (1,236)
Total comprehensive income/(loss) RNANEEE AN
attributable to owners of the Company FEME S (E8)85E 2,613 (5,959)
Total comprehensive income/(loss) IR RE R PR
attributable to non-controlling interests FEWE (EE) B8 1,120 (2,554)
Total comprehensive income/(loss) FR2EKE (EE) 858
for the year 3,733 (8,513)
Net cash (outflow)/inflow from REREEB RS
operating activities GRE) /RN ERE (2,035) 1,677
Net cash inflow from investing activities RKEREEH
Ben A FHE - 8
Net cash (outflow)/inflow Be ORd) / RAFHE (2,035) 1,685
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40. SUBSIDIARIES (continued)

40. MY B R Al (#)

EMNTERARNEERAT EMNHTERARNEERAT
2020 2019
—ECEF —E-NF
HK$’000 HK$’000
FEx FHET
Current assets MEEE 125,228 78,609
Non-current assets IERBEE 414,730 271,103
Current liabilities mEBBE (466,397) (264,349)
Non-current liabilities FERBEE (24,494) (29,159)
Equity attributable to owners of RAEHEE AELER
the company 29,440 33,723
Non-controlling interests JEIE R i 19,627 22,482
2020 2019
—EEF —E-NF
HK$’000 HK$ 000
FHExT FHET
Revenue Wz 277,794 274,251
Expenses 53 (281,890) (341,740)
Loss for the year FREE (4,096) (67,489)
Loss attributable to owners of RNRAGIHEEAELER
the company (2,459) (40,498)
Loss attributable to FEE AR i = PR (G B 1B
the non-controlling interests (1,637) (26,991)
Loss for the year FREIE (4,096) (67,489)
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40. SUBSIDIARIES (Continued) 40. B~ 7] (&)
&M & HR R B R A T (Continued) EMNTEARNKEERAR (&)
2020 2019
—E-EF —E-hEF
HK$’000 HK$’000
Fax FET
Other comprehensive loss attributable to RARER ABIGEA
owners of the Company 2HERE (1,824) (486)
Other comprehensive loss attributable to FEFE AR A B A EL At
the non-controlling interests FHERE (1,218) (331)
Other comprehensive loss for the year FREMEHEERE (3,042) 817)
Total comprehensive loss attributable to ZAN/NGIE DN A i)
owners of the Company THEBREAER (4,283) (40,984)
Total comprehensive loss attributable to FEIE R A e
non-controlling interests ZHGEER (2,855) (27,322)
Total comprehensive loss for the year FREHEEELET (7,138) (68,306)
Net cash inflow from operating activities REKEEBT 2
RenANEHE 14,731 954
Net cash outflow from investing activities REREEEZ
Remb #48 (19,609) (6,390)
Net cash inflow from financing activities REBEEH
ReRmAFHE 10,637 -
Net cash inflow/(outflow) RemA/ Ont)$48E 5,759 (5,436)
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

40. SUBSIDIARIES (continued) 40. B~ =] ()
FYITERSREBAESEBEER QA and its FYITERSREBRASMBRERRA
subsidiaries AREEKE QT

2019
—ZE-hE
HK$’000
FAT
Current assets MENE E 5,629
Non-current assets EMBNEE 1,025
Current liabilities mEN B & (22,647)
Equity attributable to owners of The company KRB AEGEZ (9,596)
Non-controlling interests IR S (6,397)
Revenue W= -
Expenses 53 (9,933)
Loss for the year FAEE (9,933)
Loss attributable to owners of the company KARHE AEGER (5,960)
Loss attributable to the non-controlling interests JEIE R R PR (R E5 1B (3,973)
Other comprehensive loss attributable to RARIHEB AR EMEEES
owners of the Company (255)
Other comprehensive loss attributable to SRR RN EM 2 EEIR
the non-controlling interests (170)
Other comprehensive loss for the year FAHEMZHEEE (425)
Total comprehensive loss attributable to KATHE AL
owners of the Company FTEEELRE (6,215)
Total comprehensive loss attributable to FE I e = PG
non-controlling interests T EEELRE (4,143)
Total comprehensive loss for the year FAEMHEIBEE (10,358)
Net cash outflow from operating activities RELEER RS MEFE (237)
Net cash outflow Remt#eE (237)
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

41. STRUCTURED ARRANGEMENTS

BLUESEA MOBILE GROUP

Particulars and main business of the
operating entities

ERE /A% B REAFR A A (Guangdong Bluesea Mobile
Development Limited*) (“Bluesea Mobile”) is a limited
liability company established under the laws of the PRC
and is owned by Ms. Ye Weiping (E{& ) (99%) and
Mr. Xu Gang (f#) (Mr. HE Zhicong (fa] 588 with effect
from 27 February 2020 upon the transfer of the 1% equity
interest therein from Mr. Xu) (1%) (hereinafter collectively
referred to as “Bluesea Mobile Shareholders”). Bluesea
Mobile is controlled by R E®B R YI) #4& B
BBR A E] by way of certain structured contracts (the
“Bluesea Mobile Structured Contracts”). Bluesea
Mobile is principally engaged in provision of value-added
telecommunication services. Bluesea Mobile has obtained
an Internet content provider license which enables it to be
an Internet content provider in the PRC.

Major terms of the Bluesea Mobile
Structured Contracts

a)  Equity and Voting agreement

The Bluesea Mobile Shareholders shall irrevocably
grant to the F ¥ ER ORY) AR AR AF] or
the person as designated by the F#FTZEEE CFEYI)
PR AR AT an exclusive option to purchase,
subject to and as permitted by PRC laws, their entire
equity interest in Bluesea Mobile by way of one or
more times of exercise of the option at any time,
at an option price which is nil or nominal, or the
minimum price permitted by PRC laws. In addition,
the Bluesea Mobile Shareholders shall in attending to
the management of and exercising his shareholder’s
right in Bluesea Mobile, seek and follow the
instructions of the F T &M (ORI PR EHZER A
Al

41.

EEIEL

HegBsE
REBRZHBRIERT

EXRESVHERERAA([BHER
Bl)A—HMIRBEPEEEKLZBR
EARR WHEREFLZIT(99%) &k
MAEE (RBREEEREREFRERD
1% KkEERE BT EF-_A=-++t
B BAEILLE) (1%) (LA T 5 [ B
BREBRREBS -HERHHPHE
BORYBEREERRBINE T
BHEAEN(BEBBEREEGHNH
FAEG - FER B E BN EREEE
BEERE -FHEVHEMSBLHANR
RIS Bt e B IE A R B A BB
AR

Eﬁiﬁ%%éﬂ%*ﬁ'fié%@ti%ﬂ%

TA

a) RERKEE

B 8 B ) i BROE T B 4 2] 3 | AR
#HERCRIDRBERRBRAA
SPHER(RIDBERRER
RAEEZATREBRBERE
NEE(EPBDERZAR TR
HFAT)ERFESBEH 228K
B AR AREEUBRE(AER
RBUEERIFBEEARFAI IR
RER) —RLZRITEBRE-
AN FBBBBRRENSHE R
HEBSRTEERFEBES Z
BRENFSRKRETHHER
CRYI) WAERHRB R AR IR
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

41. STRUCTURED ARRANGEMENTS

(Continued)

BLUESEA MOBILE GROUP (Continued)
Major terms of the Bluesea Mobile

Structured Contracts (Continued)

b)  Exclusive service agreement

Bluesea Mobile shall engage the ¥ &E B (X
I BB BB A A as its exclusive service
provider. The R ERM ORY) WE R BR QA
shall provide to Bluesea Mobile technology support,
business support and relevant consultancy services
that relate to the business of Bluesea Mobile
including but not limited to (i) license to Bluesea
Mobile the right to use the intellectual property rights
(including but not limited to patent, trade mark and
copyright) owned by the ¥ & ORI B4 7
R A A7 according to the business needs of
Bluesea Mobile; (i) develop, maintain and update
the relevant software required by the business of
Bluesea Mobile; (iii) purchase and rent or obtain the
right to use on behalf of Bluesea Mobile machinery
equipment, storage space, related software and
other software facilities required by the business
of Bluesea Mobile; (iv) provide to Bluesea Mobile

professional technical personnel and provide training
to them on behalf of Bluesea Mobile; (v) assist
Bluesea Mobile to collect and research technology
that is relevant to the business of Bluesea Mobile; (vi)
advise on matters relating to the business operations
of Bluesea Mobile raised by Bluesea Mobile, and
provide to Bluesea Mobile business promotion and
market sales services; and (vii) according to the
request of Bluesea Mobile and with the consent of
the FFIER ORYI) BERHRBR A A, provide to
Bluesea Mobile other recommendations and services
relating to the business of Bluesea Mobile.

Neo Telemedia Limited FE I EEEBERA A
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HEBBHRERZERHER CRI)
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BREBH BRI EHHER
(FYIDWEMEERRARE
ARESEBHREEBERNSBHE
152 Bt e e AR %5



Notes to the Consolidated Financial Statements
e TEIRETMEE
For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

41. STRUCTURED ARRANGEMENTS A, BT HE )

(Continued)

BLUESEA MOBILE GROUP (Continued) HeBEBHEEHE (&)

Major terms of the Bluesea Mobile HeBBEEERNZEIER
Structured Contracts (Continued) ENE )]

c)  Equity pledge agreement c) REEFRZE

FIEBRBRREMPIER OR
I MBI B R A A E R EREY
BRE) 2 2 ERE - AR TSI
BETERT: (\BHEBHRBR

Bluesea Mobile Shareholders shall pledge all their
equity interest in Bluesea Mobile to ¥ && (JRII)
W R AR AR to guarantee, the performance
of all the obligations of (i) Bluesea Mobile under the

Exclusive Service Agreement, (i) Bluesea Mobile R HZE T 2FBEMT ()EHE%
Shareholders and Bluesea Mobile under the Equity & FRRNRFERHRRERER
Voting Agreement. EE N ZFTBEE

REVENUE AND ASSETS SUBJECT TO THE BHLTHEZHWBEREE

CONTRACTUAL ARRANGEMENTS

The revenue and total assets subject to the Contractual B LTHBET 2 WS R BEEEY W

Arrangements, in aggregate, are set out below: T
Year ended 31 December
BE+-A=+—HLFE
2020 2019
—E-EF —E-NF
HK$’000 HK$’000
FE T FHET
Revenue Uk z= 464,379 549,930
Net loss FEE 126,148 57,034

As at 31 December

R+=—HA=+—AH
2020 2019
—EEF —ET-NF
HK$’000 HK$'000
FET FHET
Total assets EEE 3,390,150 1,900,594
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41. STRUCTURED ARRANGEMENTS

(Continued)

REASONS FOR USING AND RISKS
ASSOCIATED WITH THE CONTRACTUAL
ARRANGEMENTS

Under the prevailing laws and regulations in the PRC,
companies with foreign ownership are restricted
from engaging in the provision of value-added
telecommunication services and manufacturing of
telecommunication system equipment for satellites
business in the PRC. As such, the Company relies on
BUN, CERNET Wifi and Bluesea Mobile (“OPCOs”
and each an “OPCO”) to conduct certain parts of the
Group’s businesses in the PRC. The Company manages
to maintain an effective control over the financial and
operational policies of the OPCOs through the Contractual
Arrangements which effectively transfer the economic
benefits and pass the risks associated therewith of the
OPCO to the Company, and as a result, the OPCOs
have been consolidated as subsidiaries of the Group.
The Board wishes to emphasise that the Group relies
on the Contractual Arrangements to control and obtain
the economic benefits from the OPCOs, which may not
be as effective in providing operational control as direct
ownership. The Company may have to rely on the PRC
legal system to enforce the Contractual Arrangements,
which remedies may be less effective than those in
other developed jurisdictions. Any conflicts of interest or
deterioration of the relationship between the registered
holders of the equity interest in the OPCOs and our Group
may materially and adversely affect the overall business
operations of the Group. The pricing arrangement under
the Contractual Arrangements may be challenged by the
PRC tax authority. If the Group chooses to exercise the
option to acquire all or part of the equity interests in any of
the OPCOs under the respective option agreements under
the Contractual Arrangements, substantial amount of costs
and time may be involved in transferring the ownership of
the relevant OPCO held by its registered holder(s) to the
subsidiaries equity-owned by the Company. There can
be no assurance that the interpretation of the Contractual
Arrangements by the PRC legal advisers to the Company
is in line with the interpretation of the PRC governmental
authorities and that the Contractual Arrangements will not
be considered by such PRC governmental authorities and
courts to be in violation of the PRC laws.

Neo Telemedia Limited FE I EEEBERA A
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE
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For the year ended 31 December 2020 #E = E - F# = H=4+—HIFEE

41. STRUCTURED ARRANGEMENTS

(Continued)

REASONS FOR USING AND RISKS
ASSOCIATED WITH THE CONTRACTUAL
ARRANGEMENTS (Continued)

In addition, the PRC governmental authorities may in the
future interpret or issue laws, regulations or policies that
result in the Contractual Arrangements being deemed to
be in violation of the then prevailing PRC laws. Despite
the above, as advised by the PRC legal advisers to the
Company, the Contractual Arrangements are in compliance
with and, to the extent governed by the PRC laws
currently in force, are enforceable under, the current PRC
laws. The Company will monitor the relevant PRC laws and
regulations relevant to the Contractual Arrangements and
will take all necessary actions to protect the Company’s
interest in the OPCOs.

MATERIAL CHANGES

Save as disclosed above, as at the date of this report,
there has not been any material change in the Contractual
Arrangements and/or the circumstances under which they
were adopted.

1, SR LT H @)

RAEHNZHE2ERARERR
B (&)

HIN - R BEBATRRFT R] BE A A5 R AR FE 2
BMERR OERIBR ERAOLH
KEARERERBEATBEEZ-BER
EXAR - BARRFEIARBERE A
BHRHEBRERDBIARAL A ERT
REOEREMREEARARBEMERARR
HAT ARBRERBEEOLHZ
FEBBEEEZRYL AR —ILE
H IR A QBN % FOPCORA 2 #
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

42. STATEMENT OF FINANCIAL POSITION  42. Bt & Ak &

2020 2019
—E_BF —E-NF
HK$’000 HK$'000
FET FET
Non-current assets ERBEE
Property, plant and equipment W WREREE 37 92
Investment in subsidiaries REB AR Z’E - S
Deferred tax assets EIETIEE E 17 1,711
54 1,803
Current assets RBEE
Prepayments, deposits and ENFRE -ZE R
other receivables H b pE U 3R I8 959 737
Note receivable e R & - 61,586
Amounts due from subsidiaries NN E L] 103,780 44,392
Cash and cash equivalents BEeNREeEEY 1,622 276
106,361 106,991
Current liabilities REBAE
Other payables and accruals H b B A 3178 K AT IR 3,595 4,325
Amounts due to subsidiaries JEATO B A R FkIE 25,022 20,040
28,617 04,365
Net current assets RBEEFE 77,744 82,626
Total assets less current liabilities BREERRBES 77,798 84,429
Net assets EEFE 77,798 84,429
Capital and reserves EXREE
Share capital % < 952,218 952,218
Reserves (Note) it (PEE) (874,420) (867,789)
Total equity RSB 77,798 84,429
The financial statements were approved and authorised PSRN T _—F=ZA=-_FTHAE
for issue by the board of directors on 24 March 2021 and EZEMAREENE LHETIES
signed on behalf by: REFEE:
CHEUNG Sing Tai TAO Wei
RER [P
DIRECTOR DIRECTOR
BE EF
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For the year ended 31 December 2020 g} E —E - FE# = H=+—HIFF/F

42. STATEMENT OF FINANCIAL POSITION

43.

(Continued)
Note:

The movements of the reserves are as follows:

42. MIEAR AR (55)

B3
BHEBERMT

Share options Accumulated

Share premium reserve losses Total

13 (E BRERE 2HER b

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

T T T T

As at 1 January 2019 R=E-NE—Hf-AR 1,759,494 17,246 (1,468,831) 307,909

Total comprehensive loss for the year FR2EFREE - - (1,175,698) (1,175,698)

Share options lapsed BIREL - (89) 89 =
As at 31 December 2019 and 1 January 2020 R =Z—N%F

TZA=+-8R

—Z-25-F-H 1,750,494 17,157 (2,644,440) (867,789)

Total comprehensive loss for the year ERZEBELE - - (6,631) (6,631)

Share options lapsed BRERR - (1,204) 1,204 S
As at 31 December 2020 gt 33

+=B=t+-A 1,759,494 15,863 (2,649,777) (874,420)

CONNECTED AND RELATED PARTY
TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial
statements, the Group entered into the following material
transaction with connected and related parties during the
year.

43. FER H MBI T R 5

BREEMBBRROEMBOAKRESE
S AN ERBR AR FE B E A L N B

FEINATERR S -
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For the year ended 31 December 2020 #E —E - F# = H=4+—HIFEE

43. CONNECTED AND RELATED PARTY
TRANSACTIONS (continued)

44,

(A)

(B)

COMPENSATION OF KEY
MANAGEMENT PERSONNEL

The remuneration of directors and key executives
was stated in Notes 14 and 15, which is determined
by the remuneration committee having regard to the
performance of individual and market trends.

CONSULTANCY SERVICE

The Group had entered into a consultancy service
agreement with a company owned by the spouse
of Mr. CHEUNG Sing Tai, an executive Director of
the Company, for which consultancy service fee of
approximately HK$858,000 was paid during the year
ended 31 December 2020 (2019: HK$858,000).

APPROVAL FOR CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 24 March

2021.

Neo Telemedia Limited FE I EEEBERA A

43. FER S REB T RS (#)

(A TEEEEBAEZHMH

EERTBETRABZHFHER
MiaE14R16  BRAF M A FIE
BeREREARRLEM GBS
REE -

(B) &R

REEBBEARFNTESRRR
FhAEZEBEEZ —HARE
VHARSHGE EFREEZ
E_EFF+_A=ZF+—RHLEFE
B 5 7% 38 IR 7% & 49858,000/% JT
~—Z— 4 : 858,000/ 7T ) °
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