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

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

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

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

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

BOARD OF DIRECTORS

Executive Directors
Mr. Xu Liang (Chairman)

Mr. Wang Hongpeng (Managing Director)

Mr. Xiao Yong

Non-executive Director
Mr. Chen Zheng (Deputy Chairman)

Independent Non-executive Directors

Prof. Japhet Sebastian Law
Mr. Lam Yiu Kin

Mr. Zheng Xiaodong

Mr. LiYao

EXECUTIVE COMMITTEE

Mr. Xu Liang (Chairman)
Mr. Wang Hongpeng
Mr. Xiao Yong

AUDIT COMMITTEE

Mr. Lam Yiu Kin (Chairman)
Prof. Japhet Sebastian Law
Mr. Zheng Xiaodong

NOMINATION COMMITTEE

Mr. Xu Liang (Chairman)
Prof. Japhet Sebastian Law
Mr. Lam Yiu Kin

Mr. Zheng Xiaodong

REMUNERATION COMMITTEE

Prof. Japhet Sebastian Law (Chairman)
Mr. Xu Liang (Vice Chairman)

Mr. Lam Yiu Kin

Mr. Zheng Xiaodong
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CORPORATE INFORMATION
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES
ESKEHREEAEBZERE

EXECUTIVE DIRECTORS

Mr. Xu Liang, aged 57 is a senior accountant, graduated
from Fudan University and obtained a bachelor's degree in
statistics and a master’'s degree in business administration
from Tsinghua University. Mr. Xu has been the Chairman of
the board of Directors (the “Board”), the Chairman of each
of the executive committee (the “Executive Committee”) and
the nomination committee (the “Nomination Committee”)
and the Vice Chairman of the remuneration committee (the
“Remuneration Committee”) of the Company between June
2017 and July 2018 and since June 2021, and an Executive
Director and a member of each of the Executive Committee,
the Nomination Committee and the Remuneration
Committee of the Company since June 2017. Mr. Xu joined
Shougang Group Co., Ltd. (“Shougang Group”), the ultimate
holding company of Shougang Holding (Hong Kong) Limited
("Shougang Hong Kong"”) in 1988 and held various senior
positions. He is the managing director of Shougang Hong
Kong and an executive director of Shoucheng Holdings
Limited (“Shoucheng Holdings"”) which is listed on the
Stock Exchange. Shougang Group and Shougang Hong Kong
are substantial shareholders of the Company within the
meaning of Part XV of the Securities and Futures Ordinance,
Chapter 571 of the laws of Hong Kong (“SFQO"). Mr. Xu has
extensive experience in management. He was a chairman
and an executive director of Capital Industrial Financial
Services Group Limited (formerly known as “Shougang
Concord Grand (Group) Limited”) (“Capital Financial”) in the
past three years.

Mr. Wang Hongpeng, aged 49, graduated from Nankai
University in Tianjin in 1996 majoring in business English
and obtained a degree of executive master of business
administration from Shanghai Advanced Institute of
Finance of Shanghai Jiao Tong University in 2017 Mr. Wang
was appointed as an Executive Director, the Managing
Director and a member of the Executive Committee in
December 2019. He is currently an executive director of
Beijing Shougang Fund Co., Ltd., which is a wholly- owned
subsidiary of Shougang Group. Shougang Group is a
substantial shareholder of the Company within the meaning
of Part XV of the SFO. Mr. Wang served as the minister
of Foreign Liaison Department of Well-off Promotion
Committee of State Commission for Economic Restructuring
in Beijing (IRBEIRKHEBHNELZER/ N ERREELZESD), a
media supervisor of the Beijing branch of Saatchi & Saatchi
Great Wall Advertising Co., Ltd. (Bt RIHEEEEBRA A
1t 752 7)) and the managing director of Ogilvy Century
(Beijing) Advertising Co., Ltd. (BEHL(IER)EEHRAF),
possessing extensive experience in fields including business
management, capital market, fund management and cultural
technology.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

EENESREEAEZERE

Mr. Xiao Yong, aged 45, graduated from the College
of Economics of Hubei University with post-secondary
qualification in business administration in July 1999.
Mr. Xiao was appointed as an Executive Director of the
Company and a member of the Executive Committee in
June 2019. After completing the Three-dimensional (“3D")
Video and Animation Training Course jointly organized
by Shenzhen University and Institute of Digital Media
Technology (Shenzhen) Limited* (RERENISIEEERHTAZE OF
DB AT (“Shenzhen IDMT"), an indirect wholly-owned
subsidiary of the Company, in August 2001, he served as
one of the first group of character animators in Shenzhen
IDMT. Since then, he served various positions in animation
production department in Shenzhen IDMT and accumulated
over 20 years of experience in related fields of animation
industry. Mr. Xiao serves as a director and the general
manager of Shenzhen IDMT since March 2013. He is also a
standing member of the Cartoon Artists Committee of the
China Television Artists Association.

NON-EXECUTIVE DIRECTOR

Mr. Chen Zheng, aged 63, is an engineer and senior
economist. He holds a bachelor’'s degree in chemical
engineering and a master’'s degree in business
administration. Mr. Chen was appointed as an Executive
Director and the Chief Executive Officer of the Company
in February 2005. He was re-designated as the Deputy
Chairman of the Board and a Non-executive Director in
December 2018. He also serves as an executive director of
Greater China Financial Holdings Limited and an independent
non-executive director of Jiu Rong Holdings Limited, both
of which are companies listed on the Stock Exchange.
Mr. Chen was the managing director of operations of Capital
Financial. He has extensive experience in investing business
and corporate management.

* For identification purpose only
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

INDEPENDENT NON-EXECUTIVE DIRECTORS

Prof. Japhet Sebastian Law, aged 71. Prof. Law was
appointed as an Independent Non-executive Director of the
Company in September 2008. He is also the Chairman of
the Remuneration Committee and a member of each of the
audit committee (the "Audit Committee”) and Nomination
Committee of the Company. Prof. Law graduated from the
University of Texas at Austin with a doctor of philosophy
degree in mechanical/industrial engineering in 1976. He
joined The Chinese University of Hong Kong in 1986
and retired in August 2012. Before retirement, he was
a professor in the Department of Decision Sciences
and Managerial Economics. He was the associate dean
and subsequently the dean of the Faculty of Business
Administration of The Chinese University of Hong Kong
from 1993 until 2002. Prior to returning to Hong Kong, Prof.
Law was a director of Operations Research at the Cullen
College of Engineering and a director of Graduate Studies
in Industrial Engineering at the University of Houston and
was also involved with the U.S. Space Program in his career
with McDonnell Douglas and Ford Aerospace in the United
States. He acts as a consultant for various corporations
in Hong Kong and overseas. Prof. Law is active in public
services and served as a member of the Provisional
Regional Council of the Hong Kong SAR Government and
various other committees. He is active on the boards of
profit, non-profit and charitable organisations in Hong Kong
and overseas. From July 2003 to February 2006, Prof. Law
had also acted as an Independent Non-executive Director of
the Company. He currently serves as an independent non-
executive director of Tianjin Port Development Holdings
Limited, Binhai Investment Company Limited, Regal
Hotels International Holdings Limited, Tianjin Binhai Teda
Logistics (Group) Corporation Limited and Shougang Fushan
Resources Group Limited, all of which are companies
listed on the Stock Exchange. He was an independent non-
executive director of Beijing Capital International Airport
Company Limited in the past three years.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

EENESREEAEZERE

Mr. Lam Yiu Kin, aged 68. Mr. Lam was appointed as an
Independent Non-executive Director of the Company in July
2015. He is also a member of each of Audit Committee,
Remuneration Committee and Nomination Committee. In
May 2020, Mr. Lam was appointed as the Chairman of
the Audit Committee. Mr. Lam is a fellow member of the
Association of Chartered Certified Accountants, the Institute
of Chartered Accountants in England & Wales, the Institute
of Chartered Accountants in Australia and New Zealand
and Hong Kong Institute of Certified Public Accountants
("HKICPA"), and a honorary fellow of The Hong Kong
Polytechnic University. Mr. Lam was an Adjunct Professor
in the School of Accounting and Finance of The Hong Kong
Polytechnic University from September 2014 to August 2016,
and was a member of the Finance Committee of the Hong
Kong Management Association. Mr. Lam has extensive
experience in accounting, auditing and business consulting.
Mr. Lam was a member of the Listing Committee and the
Financial Reporting Advisory Panel of the Stock Exchange
from 1997 to 2003, a committee member of HKICPA from
1994 to 2009, and a partner with PricewaterhouseCoopers
Hong Kong from 1993 to 2013. Mr. Lam graduated from The
Hong Kong Polytechnic University with a higher diploma in
June 1975. Mr. Lam currently serves as an independent non-
executive director of Shougang Century Holdings Limited
(formerly known as “Shougang Concord Century Holdings
Limited”), Shanghai Fudan-Zhangjiang Bio-Pharmaceutical
Company Limited, Spring Real Estate Investment Trust,
COSCO SHIPPING Ports Limited, Nine Dragons Paper
(Holdings) Limited, CITIC Telecom International Holdings
Limited and Topsports International Holdings Limited, all of
which are companies listed on the Stock Exchange. He was
an independent non-executive director of Vital Innovations
Holdings Limited, Bestway Global Holding Inc. and WWPKG
Holdings Company Limited in the past three years.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

Mr. Zheng Xiaodong, aged 46, obtained a bachelor'’s
degree in international economics in July 1998 and
a master’'s degree in world economics in June 2006
from Fudan University. Mr. Zheng was appointed as an
Independent Non-executive Director of the Company in
June 2019. In May 2020, he was appointed as a member
of each of Audit Committee, Remuneration Committee
and Nomination Committee. He serves as the president of
marketing and chief executive officer of Leo Digital Network
and the president of Shanghai MediaV Advertising Co.,
Ltd., in which he is responsible for operation and agency
businesses. Mr. Zheng served as a director and the deputy
general manager of Leo Group Co., Ltd., a company listed
on Shenzhen Stock Exchange (stock code: 002131), the
marketing manager of Great Wall Broadband Network and
the general manager of eastern China region and the vice
president of Allyes AdNetwork. He has extensive experience
in the internet industry and marketing field.

Mr. Li Yao, aged 41, obtained his bachelor’'s degree in
science and bachelor’s degree in economics from the
Peking University in 2003 and his master’s degree in human
geography from Peking University in 2006. Mr. Li was
appointed as an Independent Non-executive Director of the
Company in March 2021. He was the partner of Ski Resort
Business Unit of Vanke Group and the chairman of Songhua
Lake Resort. He is currently the partner of Hotel and Resort
Business Unit of Vanke Group and the vice-chairman of
Beijing Ski Association. Mr. Li has extensive experience in
the operation of professional culture complexes, stadium
with multimedia facilities and sports events as well as the
development of intellectual property of ski industry.

SENIOR MANAGEMENT

Executive Directors are also the senior management of the
Group.
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CHAIRMAN’'S STATEMENT
ETREHMES

In the new year of Rabbit, we shall hop into a bright future
with warm and joyful blessings! On behalf of the Board of
Global Digital Creations Holdings Limited (the “Company” or
“GDC"), | herewith report to all shareholders, stakeholders
and friends, who are mindful of our growth, the business
performance of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2022.

The impact of the pandemic on the industry over the past
three years is inevitable. For those conventional animation
companies with one single business segment, it was merely
a business slowdown in 2020; while the continuous impact
of the pandemic was more apparent in 2021 when various
established projects in the industry were subsequently
terminated; and in 2022, cost reduction and efficiency
enhancement have become major trends in the industry.
Therefore, the past three years were full of challenges for
the conventional animation industry. Yet, GDC's diversified
business after its business transformation has effectively
withstood such impact.
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In midst of difficulties, GDC’s management has stood up
against adversities. On the one hand, they reviewed and
analysed the conventional animation business many times
to broaden income sources and reduce costs. On the
other hand, they persevered and actively participated in
the "Metaverse” strategic planning and business layout.
“Metaverse” refers to the construction of a “digital twin
entity” in virtual space based on the real world, and it is
an in-depth integration of digital technology and physical
industry. The Metaverse shall have deep and significant
impact on future social development. Not only will it
profoundly influence production methods, living conditions
and ecological patterns of mankind, but also change
people’s way of thinking, cognitive patterns, and behaviours.
The "Metaverse” has enormous business opportunities
and economic potential, thereby increase the proportion
of digital economy in the global economy. To grasp the
strategic initiative of the metaverse development, GDC
needs to understand the importance and value of developing
the metaverse from a global and strategic perspective,
conduct strategic planning and business layout, and mark its
first move by being proactive.

The entry point to the metaverse is the virtual characters.
GDC has been deeply cultivating the virtual character
business, and it has independently developed the automatic
Text-To-Speech (TTS) broadcast system in the virtual
character field. GDC collaborated with Tencent Cloud and
Tencent Artificial Intelligence Laboratory and created a
high-fidelity virtual character “Yuanxin” based on financial
scenario operation services. In cooperation with Bank of
Beijing, Shanghai Pudong Development Bank, and Changsha
Bank, the Group realized the hyperrealistic virtual character
services through “Yuanxin” as a financial assistant. The
hyper-realistic virtual character “Jin Xiaohui” created by
the Group for the domestic Jinhui Awards has won wide
acclaim both inside and outside the industry. The Group has
also undertaken the “Qualcomm Snapdragon Virtual Idol”
project, where the film-level virtual character short film was
completed and broadcast at the Qualcomm Snapdragon
Conference and received the highest attention in the market.
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CHAIRMAN'S STATEMENT
ITEHES

In addition, the Group has also made great achievements
in the field of virtual character integrated marketing, for
instance, it held a virtual character livestream for the world-
renowned skin care brand Kiehl's. As the livestream was
stable with no delay, the livestream received 5.32 million
online viewers and 29.81 million views within two weeks.
The case was rated as the Metaverse Innovation Application
Case by CAICT and was included in the “Application Case
Collection of Industry Metaverse Innovation’, and it was also
rated as “Best Metaverse Case in Shenzhen City” as well
as shortlisted for the Top Mobile Awards Metaverse Avatar
Marketing Contest. GDC also won the 2022 Metaverse
Industrial Application and Pioneering Technology Potential
TOP40 ranked by the organizer — CLS* (BfEf4t).

The traditional film and television business has had
continuous transformation with the help of Al technology.
As the digital content industry (including animation, music,
and games) enters a higher development dimension, the in-
depth integration of reality and virtual world has become
a major trend. The Metaverse, which is based on Virtual
Reality, Augmented Reality, Artificial Intelligence and
blockchain, allows more room for development for animation.
As for contents, the application scope of animation in virtual
scenario has substantially increased, and a more imaginative
performance space was also added. Led by such cutting-
edge technology — Metaverse, the way of animation display
has now been subverted. As a leading enterprise in the field
of animation, GDC, being culture- and technology-oriented,
has created a stream of Virtual Intellectual Property.
Recently, GDC has passed Tencent's strict qualification
review and has officially become the supplier of Tencent
interactive entertainment group. This indicates that GDC,
as a leading enterprise in the metaverse, has earned
high market recognition for its technological advantages
and resource background. In the future, GDC will actively
explore new technology paths of the industry and have in-
depth cooperation with leading companies in the market.

In 2022, GDC has found its position in the Metaverse-
related industry chain and explored new room for its future
development. Moreover, GDC has formulated strategic
plans and layout to seize new opportunities as well as lay
a foundation for entering the second curve of its leaping
growth.

* For identification purpose only
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In 2023, we will continue to be proactively chasing our
dreams and we are determined to realize our goals, and
we will adopt “present Chinese legends with digital vision
technology” as our mission and responsibility while focusing
on developing our digital cultural content. In addition to
enhancing our effort in developing traditional industries, we
will also expand emerging industries, work together with
members of the public to innovate and seek development
opportunities, and achieve success in the future.

On behalf of the Board of the Group, | would like to express
my deepest gratitude and appreciation to all our staff for
their hard work and dedication, and | would also like to
extend our sincere gratitude to our shareholders, business
partners and clients for their utmost support to the Group.
Last but not least, | would like to show my highest respect
and my most sincere blessings to all the leaders and friends
who care about and support the development of the Group.

Xu Liang
Chairman

Hong Kong, 24 March 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEmILE D

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2022 (the "Year"”), revenue
from the continuing operations for the Year amounted to
HK$72,295,000, representing a decrease of HK$12,394,000
as compared with HK$84,689,000 for the corresponding
period of 2021, which was mainly due to the impact of
the pandemic, which led to the decrease of revenue from
original projects and rental income. Due to the recurrent
pandemic in 2022, the Group had no film released for the
Year, which led to the decrease of revenue from original
projects. At the same time, rental income has also gone
through a considerable extent of adjustment under the
impact of the general market condition. During the Year,
the Group actively developed the businesses of interactive
entertainment and digital virtual characters, which led
to a increase of HK$9,038,000 in the revenue of the
corresponding businesses as compared to the corresponding
period of last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of Sales

Cost of sales from the continuing operations for the Year
amounted to HK$43,518,000, representing an increase of
HK$3,393,000 as compared with HK$40,125,000 for the
corresponding period of 2021, which was mainly attributable
to the simultaneous increase of direct staff costs and
associated outsourcing costs in the digital virtual characters
as caused by the increase in revenue.

Other Income

Other income from the continuing operations for the
Year amounted to HK$13,804,000 (2021: HK$20,850,000)
was mainly from interest income of HK$8,272,000 and
government grants of HK$4,751,000.

Distribution and Selling Expenses

Distribution and selling expenses from the continuing
operations for the Year amounted to HK$3,233,000,
representing an decrease of HK$8,219,000 as compared
with HK$11,452,000 for the corresponding period of 2021,
which was mainly attributable to the decrease in expenses
arising from film distribution.

Administrative Expenses

Administrative expenses from the continuing operations
for the Year amounted to HK$32,968,000, representing a
decrease of HK$4,439,000 as compared with HK$37407000
for the corresponding period of last year, which was mainly
attributable to the decreases in staff costs and office
running costs.

Other Gains, net

Net other gains of HK$38,000 (2021: HK$6,032,000)
for the Year were exchange differences. The fair value
of investment properties is determined by a qualified
independent professional appraiser. The fair value of the
Group's investment properties in Chinese Renminbi (“"RMB")
as at 31 December 2022 and 31 December 2021 remains
unchanged.

Provisions for Impairment of Financial Assets and
Contract Assets

Provisions for impairment of financial assets and contract
assets from the continued operations for the Year amounted
to HK$2,191,000 (2021: HK$242,000) were provisions for
impairment of trade receivables.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB WA D AT

Finance Cost

Finance cost from continuing operations for the Year
amounted to HK$22,000 (2021: HK$14,000). The Group
does not have any loans, and the finance cost for the
Year represented the interest expense on lease liabilities
recognised in accordance with Hong Kong Financial
Reporting Standard 16.

Loss from Discontinued Operation

Loss recorded from the discontinued operation for the
Year amounted to HK$11,857000, representing the loss
decreased by HK$3,283,000 as compared with the loss
recorded of HK$15,140,000 for the corresponding period of
last year, which was mainly attributable to the decrease in
litigation expenses and operating expenses for the Year.

Liquidity and Financial Resources

As at 31 December 2022, the Group had cash and cash
equivalents of HK$270,584,000 (2021: HK$318,845,000),
which were mainly denominated in RMB and Hong Kong
dollars (“HK$"), and restricted bank deposits amounted to
HK$42,689,000 (2021: HK$46,603,000).

As at 31 December 2022, the Group had no borrowings
or overdrafts. The Group's current ratio was 1.18 (2021:
1.28), which was calculated based on current assets of
HK$333,078,000 and current liabilities of HK$281,566,000.

The Group adheres to the principle of prudent financial
management and investment and strives to maintain healthy
financial position.

Capital Structure

Equity attributable to owners of the Company amounted
to HK$458,970,000 as at 31 December 2022 (2021:
HK$506,496,000). The decrease was mainly due to exchange
differences of HK$41,046,000 on translation of financial
statements from functional currency to presentation
currency and the loss attributable to owners of the Company
of HK$6,185,000.
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MANAGEMENT DISCUSSION AND ANALYSIS

Material Acquisitions, Disposals and Significant
Investment

The Group did not have any material acquisitions, disposals
and significant investment during the year ended 31
December 2022.

Charge on Assets

As at 31 December 2022, there were no charges on any of
the Group's assets for loans and bank facilities.

Foreign Exchange Exposure

As at 31 December 2022, the Group had no significant
exposure under foreign exchange. Currently, the Group earns
revenue mainly in RMB, and incurs costs mainly in RMB
and HKS$. The Directors believe that the Group's operational
cash flow and liquidity do not have significant foreign
exchange exposure, and thus has not implemented any
foreign currency hedging policy at the moment. However,
if necessary, the Group will use reasonable measures to
hedge against foreign currency exposure. The closing RMB
exchange rate as at 31 December 2022 was approximately
9.2% lower than the exchange rate as at the end of
2021, and such exchange differences led to an additional
exchange loss of HK$29,007,000 being recognised in the
other comprehensive income upon translation of financial
statements from functional currency to presentation
currency for the Year.

Contingent Liabilities

Save for the disclosure in Note 32 to the consolidated
financial statements, the Group had no significant
contingent liabilities as at 31 December 2022.

Employees

As at 31 December 2022, the Group employed 165
(31 December 2021: 194) full time employees (other
than employees of the Group’s associates). The Group
remunerates its employees mainly with reference to the
prevailing market practice, individual performance and
experience. Other benefits, such as medical coverage,
insurance plan, mandatory provident fund, and discretionary
bonus are also available to the employees of the Group.
During the Period, neither the Company nor its subsidiaries
had paid or committed to pay any amount as an inducement
to join or upon joining the Company and/or its subsidiaries
to any individuals.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB WA D AT

BUSINESS REVIEW

Interactive Entertainment and Digital Assets (Formerly known
as “Computer Graphic (“CG"”) Creation and Production”)

The revenue of the Interactive Entertainment and Digital
Assets division of the Group was mainly attributable to: (1)
the income from production services of animated films,
television series, interactive entertainment, games and
digital virtual characters; (2) box office receipts of animated
films; (3) licensing income of animated films and television
series; and (4) licensing income derived from the animated
intellectual property (“IP").

In the 2022, the recurrent COVID-19 pandemic had a
significant impact on the industry and the region. In the first
half of the year, in response to the COVID-19 outbreak, the
Chinese government took stringent prevention and control
measures, which affected business operations. In the third
quarter, the Group strived to expand its business and catch
up with the progress with creative production, and achieved
steady results. In the 4th quarter of 2022, the Company
carries on with the high-quality animated promotional
video, digital cultural tourism application projects and
local animated IP movie co-production businesses of first-
tier enterprises in the industry and commences in-depth
cooperation as well.

* For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

A total of two animated films were produced in 2022.
One is the Yangtze Riverthemed animated film “Finless
Porpoise: Dance in the Wind"* (T : EBFEE)) (tentative
name of the film), which is coproduced with Jiangxi Cultural
Performance Group and Jiangxi Hukou Cultural Tourism
Group. The Group is responsible for the creation, production
and publicity of the entire film. The production has been
completed and is scheduled to be released next year. The
other one is the ocean-themed animated film “Around the
Earth in 80 Days"* ((BR#FHIIRE0K)) (tentative name of the
film), which is currently in the mid-production stage.

The Group has led and cooperated with the leading
enterprises in digital entertainment, such as Tencent, Huawei
and iFlyTek, to set up the digital entertainment branch of
China Culture & Entertainment Industry Association (4
MACIREITE R G E T XIRDE). As the president unit and
under the guidance of competent government departments,
the Group has actively involved in the policy formulation and
standard setting of digital entertainment industry, as well
as in industry interconnection, setting up of collaboration
platform, optimization of industry environment, and the
promotion of the construction and implementation of
industry application scenarios in the digital entertainment.

With the rapid development of the Metaverse industry, the
Group has accelerated the development of its metaverse
business centered around virtual characters. The core
technology has been continuously improved, and the
product system has been continuously enriched. The
entry point to the metaverse is the virtual characters. The
Group has been deeply cultivating the metaverse field,
and has independently developed and completed the
automatic text-to-speech broadcast product of the virtual
character in the virtual character field. At present, it has
completed the automatic broadcast service for the virtual
character of the Bank of Beijing. The Group has made up
for the shortcomings of the hyperrealistic virtual character
business. The hyperrealistic virtual character “Jin Xiaohui”
created by the Group for the domestic Jinhui Awards has
won wide acclaim both inside and outside the industry. The
Group has undertaken the production of the “Qualcomm
Snapdragon Virtual Idol” project, where the film-level virtual
character short film was completed and broadcast at the
Qualcomm Snapdragon.

* For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

BB WA D AT

The Group has made great achievements in the field
of virtual character integrated marketing through virtual
character live broadcast technology. In January 2022, it held
a virtual character livestream for the world-renowned skin
care brand Kiehl's. As the livestream was stable with no
delay, the livestream received 5.32 million online viewers
and 29.81 million views within two weeks. The project
was rated as the Metaverse Innovation Application Case
by the China Academy of Information and Communications
Technology, and was included in the "Application Case
Collection of Industry Metaverse Innovation” It was also
shortlisted for the TMA Metaverse Avatar Marketing
Contest. The Group collaborated with Tencent Cloud and
Tencent Al Lab and created a high-fidelity virtual character
“Yuanxin” based on financial scenario operation services.
In cooperation with Bank of Beijing, Shanghai Pudong
Development Bank and Changsha Bank, the Group also
participated in promotion through virtual character “Yuanxin”
as a financial assistant.

During the year, the Group officially became the first virtual
character business supplier of Huawei Cloud. With cutting-
edge technology and digital marketing abilities, the Group
won “The 2022 Metaverse Industrial Application and
Pioneering Technology Potential TOP40 Enterprise List”
which was ranked by the organizer — CLS (BfB4t).

The game production center established by the Group has
become the supplier of Tencent’s interactive entertainment
business group, undertaking high-end game art and
animation production. There are ongoing projects are
currently in progress.

New Cultural and Sports Space

GDC Building in Shenzhen continued to attract high quality
animated film and television, high technology and cultural
and creative enterprises. The Group utilized its self-
developed cloud platform for cloud information processing
to provide professional operation management services for
the properties, continued to enhance the digital technology
management system and improved ancillary facilities and
services.
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MANAGEMENT DISCUSSION AND ANALYSIS

To empower the urban renewal with technology, the
preparation for the Chengdu Sports Park project* (AK#B
BEEAEIEE) is almost completed. The project focuses
on the philosophy of “Cultural IP + Technology + Sports’,
forming a special package with a composite business
model, gaining commercial forces around six aspects:
matching, differentiation, theme, purpose, coordination, and
vision. It integrates sports, leisure and smart experience,
creates a project quality label, and rejuvenates the sports
park. In addition, several other projects that positioned as
combining virtual and reality with the concept of metaverse
has introduced to the industry and digital twin. The newly
developed smart city business in Chengdu facilitated the
creation of a smart city. At present, the Company has won
the bid for the first project, and the second project is under
tendering process.

Research and Development

The Group has first-mover advantage in the construction
of Metaverse application technology, as well as possesses
application and business experience in the areas such as
digital virtual simulation and full-real digital natives, and
has formed software and hardware solutions of automatic
control integrated system, highly accurate full-body motion
capture, and artificial intelligence control, which can be
applied to enterprise digital employees, digital scenario
and virtual spokespersons and customized services for
digital scenarios. The research and development team has
completed the development of computer animated character
and artificial intelligence engine driver interface, as well as
optimized the production process and technics continuously.
The Group has also continued to enhance the improvement
and application of new technologies such as unreal game
engine and real-time rendering for lightings, and has
conducted continuous product marketization for its own
[P — CG Aline cloud platform, an automated management
system.

* For identification purpose only
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The hyperparameter artificial intelligence machine learning
model is introduced by the Group to enhance the efficiency
of processing the artificial intelligence machine learning of
virtual characters and to improve the controllability of the
intelligent virtual characters’ functions. In this regard, the
intelligent and highly imitated voice broadcast, intelligent
action movement and intelligent dialogue of digital virtual
characters are realized. The hyperparameter artificial
intelligence technology has been practically applied in
the Kiehl's virtual character project, and has been highly
recognized by customers and brands.

Government Awards

As for government awards, the Group applied for 35 awards
of events such as the China-Europe Animation Cooperation
Online Dialogue, Hong Kong International Film and TV
Market, 2022 China International Children’s Film Festival,
the first Beijing Animation Week, the China (Shenzhen)
International Cultural Industries Fair, Nanshan Enterprise
TOP Summit, and the National “Five-One Project” Award,
A state-accredited animation enterprise (ERXRTH
)2{>%), Shenzhen Small and Medium-sized Technology
Enterprises, Shenzhen Innovative Small and Medium-sized
Enterprises, Shenzhen Micro and Small-sized Enterprise
Entrepreneurship and Innovation Demonstration Base, 2022
Metaverse Industrial Application and Pioneering Technology
Potential Enterprises (2022705 5 E & A B L FITE H
%), Shenzhen 12 Metaverse Enterprises with the Greatest
Potential (FI+=ZKRHZFEBEHTFHEZE), World's First
Metaverse Innovation Demonstration Top 100 Cases (&I
BAITTFHEFTRE 10052 HI5). 1t was approved as the
subvenue of the 18th China (Shenzhen) International Cultural
Industries Fair and was awarded the Shenzhen Child-Friendly
Practice Base* (R ZERIGFEREEM), the Outstanding
Creativity Award of the 5th Animated Short Film Contest
of Socialist Core Values* (BERAEHEFrEZ L EBEEHBHEZE
FER#FEIE/ZRE)EHAIEE) | the Third Prize of Guangdong
Radio and Film Awards* (ER%E EEFHEE=%55), the Gold
Award of the 10th Shenzhen Copyright Works* (55 +E/x3I|
WA ESh 4 2€) and the 2nd Cross-Strait Excellent Film and
Television Works Cloud Exhibition* (5 Z /8B FEFH R
EMERE); it was also shortlisted for Macau International
Movie Festival Nominations 2022, popular science firm and
television nomination by China Association for Science and
Technology, the Venture Capital Conference of the 2022
Nanjing (International) Animation* (20227 = (BIFR ) B2 &%
K& AE). In terms of intellectual property rights, a total of
3 invention patents, 20 computer software copyrights and 1
work copyright were obtained in 2022.

* For identification purpose only
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OUTLOOK

Leveraging on its existing major business advantages, GDC
will formulate a city-level metaverse solution and focus on
empowering local digital economy, promotion of traditional
Chinese culture as well as rural revitalization with its cultural
tourism metaverse products.

Animated film and television business will continue to
explore the unique, local cultural content, and develop
multiple themes such as ocean exploration, Yangtze River
stories, Chinese mythology and science fictions in the
future. Self-production and co-production modes will both be
adopted to produce one to two animated films every year.
The Group strives to produce good Chinese stories through
cutting-edge computer animation technology and novel
art style. In terms of the undertaking and production of
animated films business, the Group will continue to provide
high-quality and stable production services. The Group will
undertake the customization of digital virtual characters and
form a platform business model to expand market shares.

Following the inception of Sports Park project in Chengdu*
(FK#EE AEER), the Group will embrace “Cultural IP
+ Technology + Sports” as the core strategy, operate
the New Cultural and Sports Space with the concept of
commercialization, and create an innovative ecological
sports park, thereby redefining the city with culture.
Meanwhile, the Group will also shape a product matrix
focusing on “Cultural IP + Technology + Sports’ facilitate
the establishment of a smart city, enhance the capability
of replication, as well as continue to expand new projects.
Relying on GDC's digital genes, the digital city, being the
carrier of Metaverse, will use Chengdu as base to build its
digital twin “Smart City Rongcheng (BZ23)" to serve
multiple Metaverse scenarios, such as digital twin cities,
digital cultural and creative contents, brand digital marketing,
digital media technology, data asset management, as well as
digital economic innovative entities with more dimensions.

In 2023, the Group intends to continue committing to
talent development and technology optimization to improve
business quality. At the same time, we will actively expand
the market, boost efforts to expand the Metaverse virtual
characters and New Cultural and Sports Space business. The
Group will also fully promote the breakthroughs in the urban
culture and tourism and the provision of variety shows in
the Metaverse, gradually expand the metaverse products
of various industries, as well as enable the originally single
virtual character content undertaking business to evolve
into China’s leading content infrastructure group in the
Metaverse.

* For identification purpose only
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DEEARE

The Company is steadfast in its pursuit of its goals and has
embraced the mission and responsibility of “presenting
Chinese legends with digital vision technology” while
fostering a culture that is building a long-term sustainable
business where every customer, partner, investor, supplier
and employee can benefit in the shared value of business
success. The desired culture is reflected in the Group's
operational practices, workplace policies, and interactions
with stakeholders.

The Company is committed to maintaining high standards
of corporate governance to safeguard the interests
of all shareholders and to enhance accountability and
transparency.

CORPORATE GOVERNANCE CODE

During the year ended 31 December 2022, the Company
has applied the principles of and complied with the code
provisions of the Corporate Governance Code (the “CG
Code”) as set out in Appendix 15 to the Rules Governing
the Listing of Securities on GEM (the “"GEM Listing Rules”)
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), save for the following deviations:

The code provision C.1.6 of the Code requires that
independent non-executive Directors and other
non-executive Directors shall attend general meetings
and develop a balanced understanding of the view of
shareholders. Mr. Chen Zheng, a non-executive Director
of the Company, was unable to attend the annual general
meeting of the Company held on 27 May 2022 due to his
other commitments.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding
securities transactions by the Directors on terms no less
exacting than the required standard of dealings as set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiries with the Directors, all Directors confirmed
that they have complied with such code of conduct and
the required standard of dealings regarding securities
transactions by the Directors throughout the year ended
31 December 2022.
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BOARD OF DIRECTORS

Composition

As at 31 December 2022, the Board comprises eight
members including three Executive Directors, Mr. Xu Liang,
Mr. Wang Hongpeng and Mr. Xiao Yong; one Non-executive
Director, Mr. Chen Zheng; and four Independent Non-
executive Directors, Prof. Japhet Sebastian Law, Mr. Lam
Yiu Kin, Mr. Zheng Xiaodong and Mr. Li Yao. During the year
ended 31 December 2022, the Board has met at all times
the requirements under rules 5.05(1) and 5.05(2) of the
GEM Listing Rules relating to the appointment of at least
three independent non-executive Directors with at least one
independent non-executive Director possesses appropriate
professional qualifications or accounting or related financial
management expertise.

The Company has also complied with Rule 5.05A of
the GEM Listing Rules relating to the appointment of
independent non-executive Directors representing at least
one-third of the Board. The Company has received annual
confirmation of independence from each of the independent
non-executive Directors pursuant to Rules 5.09 of the GEM
Listing Rules. Based on such confirmation, the Company
considers all of them are independent and have met the
independence guidelines as set out in the GEM Listing
Rules during the year ended 31 December 2022.

All Directors were appointed for a specific term and are
subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with
the bye-laws of the Company (the “Bye-laws”).

Mr. Xu Liang has entered into a service contract with the
Company for a term of three years commencing from 1
January 2023. Each of Mr. Wang Hongpeng and Mr. Xiao
Yong has entered into a service contract with the Company
for a term of three years commencing from 1 January 2022.

Mr. Chen Zheng has entered into a letter of appointment
with the Company for a term of three years commencing
from 11 December 2020.

Prof. Japhet Sebastian Law has entered into a letter of
appointment with the Company for a term of three years
commencing from 1 January 2023. Mr. Lam Yiu Kin has
entered into a letter of appointment with the Company for a
term of three years commencing from 1 January 2021.

Mr. Zheng Xiaodong has entered into a letter of appointment
with the Company for a term commencing from 1 January
2022. Mr. Li Yao has entered into a letter of appointment
with the Company for a term commencing on 29 March
2021 and ending on 31 December 2023.
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BOARD OF DIRECTORS (Continued)

Composition (Continued)

During the year ended 31 December 2022, all Directors
have given sufficient time and attention to the affairs
of the Group. Each of the executive Directors and non-
executive Directors (including the independent non-
executive Directors) has sufficient experience, knowledge
and execution ability to hold the position so as to carry out
his duties effectively and efficiently. Details of backgrounds
and qualification of the Directors are set out in the section
headed “"BIOGRAPHICAL DETAILS OF DIRECTORS" of this
annual report.

CHAIRMAN AND MANAGING DIRECTOR

The roles of the Chairman and the Managing Director are
separate and are not performed by the same individual to
reinforce their independence and accountability. For the
year ended 31 December 2022, the Chairman of the Board
and managing director of the Company (the “Managing
Director”) are held by Mr. Xu Liang, and Mr. Wang
Hongpeng, respectively. The Chairman provides leadership
for the Board and overall strategy formulation for the Group.
The Managing Director has overall responsibility for the
Group's business development and day-to-day management.
The division of responsibilities between the Chairman and
the Managing Director is clearly established and set out in
writing.

With the support of the Executive Directors and the
Company Secretary, the Chairman seeks to ensure that all
Directors are properly briefed on issues arising at Board
meetings and receive adequate information, which must be
complete and reliable in a timely manner.

The Non-executive Director and the Independent Non-
executive Directors are of sufficient calibre and number for
their views to carry weight. The functions of Non-executive
Directors include, but are not limited to:

° making an independent judgment at Board meetings;

° taking the lead where potential conflicts of interests
arise;

° serving on Board committees if invited; and

° scrutinising the Company’s performance.

To the best of the knowledge of the Company, the Directors
have no financial, business, family or other material/relevant
relationships with each other.
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BOARD OF DIRECTORS (Continued)

Role and Functions

The Board is responsible for overall strategy formulation,
overseeing the risk management and internal control
system on ongoing basis and monitoring performance
of the Group. It delegates day-to-day operations of the
Group to the Executive Committee within the control
and authority framework set by the Board. The Board
assumes full responsibility for environmental, social and
governance (“ESG") related issues, policies, and reporting
and exercises top-down oversight of the implementation
of the Group's sustainability strategy. The Board recognizes
the importance of identifying and addressing ESG-related
risks, including those related to climate, and believes that
a focus on managing these factors can result in enhanced
and long-lasting business value for the Group. In addition,
the Board has delegated various responsibilities to the
Audit Committee, the Remuneration Committee and the
Nomination Committee. Further details of these committees
are set out in this corporate governance report.

Appointment and Re-election of Directors

Appointment of new Directors is a matter for consideration
by the Nomination Committee. The Nomination Committee
will review the profiles of the candidates and make
recommendations to the Board on the appointment,
reappointment and retirement of Directors.

According to the Bye-laws, any Director appointed by
the Board shall hold office, in the case of filling a casual
vacancy, only until the next following general meeting of the
Company or, in the case of an addition to the Board, until
the next following annual general meeting of the Company,
and shall then be eligible for re-election at such general
meeting. Every Director (including the Non-executive
Director and Independent Non-executive Directors) is
appointed for a specific term and is subject to retirement by
rotation at least once every three years.

Every newly appointed Director will be given an introduction
of the regulatory requirements. The Directors are regularly
updated on the latest development of the GEM Listing
Rules and other applicable statutory requirements to ensure
compliance with the good corporate governance practice.
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BOARD OF DIRECTORS (Continued)

Directors’ Continuing Professional Development

All Directors have participated in continuous professional
development and provided to the Company a record of
training which they received during the period from 1
January 2022 to 31 December 2022. According to the
records provided by the Directors, a summary of the training
received by the Directors are set out as follows:

EEg(E)

EERIIREESERE

M2022F1 A1 HE2022F12 A31 H 1-HIfH
FPRESHELUEBESERRE  YEMAR
AIRHEMES Z2EIIRE - REZESRHEZ
BB EEMEX BB MO

Attending or
participating in
seminars/workshops/
reading materials and
updates relating to

the latest development
of the GEM Listing Rules
and other

applicable regulatory
requirements

HERSMHE
WEY BEEEGEM
FHRAIRHEAM
BRALHRERZ
Name of Directors EEnA B ERNESN
Executive Directors HITEE
Mr. Xu Liang (Chairman) %" EBEREERE) v
Mr. Wang Hongpeng (Managing Director) TRBG S (BEFAATE) v
Mr. Xiao Yong B BiLE v
Non-executive Director HHITEE
Mr. Chen Zheng (Deputy Chairman) PR B (F/EE) v
Independent Non-executive Directors BUHHITESE
Prof. Japhet Sebastian Law 7 SUEEHUIR 4
Mr. Lam Yiu Kin MRRRER S A v
Mr. Zheng Xiaodong BB ST A 4
Mr. Li Yao = E=EAE 4
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BOARD OF DIRECTORS (Continued)

Directors’ and Officers’ Liability

Appropriate insurance cover on directors’ and officers’
liabilities are in force to protect the Directors and officers
of the Group from their exposure to risk arising from the
businesses of the Group.

Board Meetings

The Board meets at least four times a year at approximately
quarterly intervals. Additional meetings would be arranged,
if and when required. The Directors can attend meetings in
person or through electronic means of communication in
accordance with the Bye-laws.

The Company Secretary assists the Chairman in setting the
agenda of each meeting and each Director may request
inclusion of matters in the agendas. Generally, at least
fourteen days’ notice of a regular Board meeting is given
and the Company endeavours to give reasonable notice
for all other Board meetings. The Company also aims to
send the agenda and the accompanying Board papers to
all Directors at least three days before the intended date
of a Board meeting. The accompanying Board papers are
prepared in such form and quality so as to enable the Board
to make an informed decision on matters placed before it.

All Directors have access to the Company Secretary
who is responsible for ensuring that the Board meetings’
procedures are complied with and all applicable rules and
regulations are followed.

The Company Secretary is responsible for taking minutes of
the Board meetings and meetings of the Board committees.
Drafts and final versions of which would be sent to the
Directors for their comments and records respectively after
the meetings. Minutes are recorded in sufficient detail
relating to the matters considered by the Directors and
decisions reached, including any concerns raised by the
Directors or dissenting views expressed (if any). Minutes of
Board meetings and meetings of Board committees are kept
by the Company Secretary and are open for inspection by
the Directors.

If a substantial shareholder of the Company or a Director
has a conflict of interest in a matter to be considered by
the Board (including material transaction with connected
persons) which the Board has determined to be material,
a physical Board meeting will be held instead of by way of
written resolution to deal with the matter.
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BOARD OF DIRECTORS (Continued)

Board Meetings (Continued)

The Board held five Board meetings during the year
ended 31 December 2022. The Directors had made active
contribution to the affairs of the Group and the Board
meetings were held to consider, among other things,
various projects contemplated by the Group, review the
effectiveness of the risk management and internal control
system of the Group, and to review and approve the
quarterly results, interim results and annual results of the
Group.

Access to Information

The Directors may seek independent professional advice in
appropriate circumstances, at the Company’s expenses. The
Company will, provide independent professional advice to
the Directors to assist the relevant Directors in discharging
their duties to the Company.

The Board is supplied with relevant information by the
management pertaining to matters to be brought before
it for decision making as well as reports relating to
operational and financial performance of the Group at
least three days before each Board meeting. All Directors
are provided with monthly updates on the Company's
performance and financial position to enable the Board as
a whole and each Director to discharge their duties. Where
any Director requires more information than is supplied
by the management, they have the right of separate and
independent access to the Group's management to make
further enquiries if necessary.

Board Diversity

The Board adopted a board diversity policy (the “Board
Diversity Policy”) in 2013. The Company recognises and
embraces the benefits of diversity of Board members. While
all Board appointments will continue to be made on a merit
basis, the Company will ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate
to the needs of the Company's businesses. Selection of
Director candidates will be based on a range of diversity
perspectives, including but not limited to gender, race,
language, cultural and educational background, experience
(professional or other wise), skills and knowledge. The
Nomination Committee is responsible for reviewing the
policy, developing and reviewing measurable objectives for
implementing the policy and monitoring the progress on
achieving these objectives. The Nomination Committee will
review the policy and the measurable objectives at least
annually to ensure the continued effectiveness of the Board.
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BOARD OF DIRECTORS (Continued)

Board Diversity (Continued)

Under the revised Rule 17.104 of the GEM Listing Rules
that came into effect on 1 January 2022, a single gender
Board will not be considered by the Stock Exchange to have
achieved Board diversity. The Company targets to comply
with this new requirement to invite a female director to
joint the Board no later than 31 December 2024, being
the end of the transitional period as specified by the Stock
Exchange.

Our diversity philosophy including the gender diversity
was generally followed in the workforce throughout the
Group for the year ended 2022. As of 31 December 2022,
approximately 45% of the total workforce was female. The
Board considered that the Group's workforce is diverse in
terms of gender. The Group will continue to maintain the
gender diversity of the Group’s workforce in the coming
years.

DELEGATION BY THE BOARD

Board Committees

The Board has established the following committees to
oversee particular aspects of the Group’s affairs and to
assist in the execution of the Board's responsibilities. All
committees have their own written terms of reference. All
resolutions passed by the committees will be reported to
the Board at the next Board meeting.

Executive Committee

The Executive Committee was established in September
2007 and comprises all Executive Directors. As of
31 December 2022, the Executive Committee consists of
three Executive Directors namely, Mr. Xu Liang, Mr. Wang
Hongpeng and Mr. Xiao Yong. It is chaired by Mr. Xu Liang.

The Executive Committee has been conferred with the
general powers of the Board (except those matters
specifically reserved for the Board) to manage and oversee
the operations of the Group.
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DELEGATION BY THE BOARD (Continued)

Audit Committee

The Audit Committee was established in July 2003 with
specific written terms of reference which set out its
authorities and duties. The terms of reference of the Audit
Committee are available on the Stock Exchange's website
and the Company’s website.

The principal duties of the Audit Committee include:

° overseeing the relationship with the Company's
auditor;
° reviewing the quarterly, interim and annual financial

statements; and

° overseeing the Company'’s financial reporting system,
risk management, internal control system and policies
which include the whistleblowing policy reporting
system.

The Audit Committee has explicit authority to investigate
any activity within its terms of reference and obtain external
legal or other independent professional advice if it considers
necessary. It is given access to and assistance from the
employees of the Group and reasonable resources to
discharge its duties properly.

The Audit Committee consists of three Independent Non-
executive Directors, namely, Mr. Lam Yiu Kin, Prof. Japhet
Sebastian Law and Mr. Zheng Xiaodong. It is chaired by
Mr. Lam Yiu Kin. None of the members of the Audit
Committee are former partners of the auditor of the
Company.

The Audit Committee held four meetings during the year
ended 31 December 2022 with the Company’s management
and the internal audit manager, two meetings of which were
held with the external auditors of the Company.

The Audit Committee had, among others, reviewed:

° the Group's internal control system, risk management,
the effectiveness of the internal audit;

° the final results of the Group for the year ended
31 December 2021;

° the quarterly results of the Group for the three
months ended 31 March 2022,
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DELEGATION BY THE BOARD (Continued)

Audit Committee (Continued)

° the interim results of the Group for the six months
ended 30 June 2022; and

° the quarterly results of the Group for the nine months
ended 30 September 2022.

Nomination Committee

The Nomination Committee was established in August
2003 with specific written terms of reference which set
out its authorities and duties. The terms of reference of
the Nomination Committee are available on the Stock
Exchange's website and the Company's website.

The principal duties of the Nomination Committee include:

o reviewing the structure, size and composition of the
Board;
o identifying and making recommendations to the

Board suitable and qualified individuals nominated for
directorships;

o making recommendations to the Board on the
appointment or re-appointment of the Directors and
succession planning for the Directors; and

o assessing the independence of Independent Non-
executive Directors.

Where vacancies exist on the Board, candidates are
proposed and put forward to the Nomination Committee
for consideration. The recommendations of the Nomination
Committee will then be submitted to the Board for approval.
The Nomination Committee will also take into account the
Board Diversity Policy and the Nomination Policy when
identifying suitably qualified candidates to become members
of the Board. In addition, the Board reviews the Board
Diversity Policy from time to time, so as to develop and
review measurable objectives for implementing the Board
Diversity Policy and to monitor the progress on achieving
these objectives.
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DELEGATION BY THE BOARD (Continued)

Nomination Committee (Continued)

The Nomination Committee has explicit authority to seek
any necessary information from the employees of the Group
within its scope of duties and obtain external independent
professional advice if it considers necessary.

The Nomination Committee consists of four Directors,
namely, Mr. Xu Liang, Prof. Japhet Sebastian Law, Mr. Lam
Yiu Kin and Mr. Zheng Xiaodong. It is chaired by Mr. Xu
Liang. The Independent Non-executive Directors constitute
the majority of the committee members.

For the year ended 31 December 2022, the Nomination
Committee had, among others:

° assessed the independence of Independent Non-
executive Director; and

° reviewed the structure of the Board taking into
account the Board Diversity Policy.

Nomination Policy

The Company has also adopted a Nomination Policy for
recruitment of members of the Board. The Board will
review its composition regularly to ensure that a candidate
has a balance of expertise, skills, diversity and experience
appropriate to the business and development of the
Company. The shareholders may propose a candidate
for election as a director and the procedures have been
published on the website of the Company.

Remuneration Committee

The Remuneration Committee was established in July
2003 with specific written terms of reference which set
out its authorities and duties. The terms of reference of
the Remuneration Committee are available on the Stock
Exchange’s website and the Company's website.

The principal duties of the Remuneration Committee include:

° making recommendations to the Board on the
Company’s policy and structure for the remuneration
of all Directors and senior management of the Group
and on the establishment of a formal and transparent
procedure for developing policy on such remuneration;
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DELEGATION BY THE BOARD (Continued)

Remuneration Committee (Continued)

° reviewing and approving the Directors’ remuneration
proposals with reference to the Board’s corporate
goals and objectives;

° determining, with delegated responsibility, the
remuneration packages of individual Executive
Directors and senior management and making
recommendations to the Board on the remuneration
of the Non-executive Director and Independent Non-
executive Directors;

° reviewing and approving the compensation payable to
the Executive Directors and senior management and
the compensation arrangements relating to dismissal
or removal of Directors for misconduct;

o reviewing and/or approving matters relating to share
schemes under Chapter 23 of the GEM Listing Rules;
and

° ensuring that no Director or any of his associates is

involved in deciding his own remuneration.

The Remuneration Committee may consult the Chairman of
the Board about its proposals relating to the remuneration
of the Executive Directors. It has explicit authority to seek
any necessary information from the employees of the Group
within its scope of duties and obtain external independent
professional advice if it considers necessary.

The remuneration policies applicable to the Directors and
management of the Group are performance-based and
in line with market practice. The Company reviews the
remuneration packages annually taking into consideration
market practice, the competitive market position and
individual performances.

The Remuneration Committee consists of four Directors
namely, Prof. Japhet Sebastian Law, Mr. Xu Liang, Mr. Lam
Yiu Kin and Mr. Zheng Xiaodong. It is chaired by Prof. Japhet
Sebastian Law. The Independent Non-executive Directors
constitute the majority of the committee members.

For the year ended 31 December 2022, the Remuneration
Committee had, among others:

° determined the salaries of the Executive Directors
for year 2023 and discussed the bonuses of the
Executive Directors for year 2022 and determined it
in early 2023;
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DELEGATION BY THE BOARD (Continued)

Remuneration Committee (Continued)

° made recommendations to the Board on fees for
the Non-executive Director and Independent Non-
executive Directors for year 2023; and

° reviewed the terms of service agreement of the
Executive Director and the terms of letter of
appointment of an Independent Non-executive
Director.

Attendance Records

The attendance records of each Director at the Board and
Board committees meetings and the general meetings of
the Company held during the year ended 31 December
2022 are set out in the table below:
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Board Committee Committee Committee Meeting
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Executive Directors

HITEE

Mr. Xu Liang (Chairman) 5/5 N/A

" BEERAE(EE) TERA

Mr. Wang Hongpeng 5/5 N/A
(Managing Director) A3 A

TR FRE (BEFELE)

Mr. Xiao Yong 5/5 N/A

B B4 TEMA

Non-executive Director

HHITEE

Mr. Chen Zheng 5/5 N/A
(Deputy Chairman) iE A

R AESEAE (BIFE)

Independent Non-
executive Directors

BUFBITEE

Prof. Japhet Sebastian Law 5/5 4/4
B ERHIE

Mr. Lam Yiu Kin 5/5 4/4
MIBER S

Mr. Zheng Xiaodong 5/5 4/4
BB R S

Mr. Li Yao 5/5 N/A
F =EA i A

Remark: (1) Mr. Chen Zheng was not able to attend the annual
general meeting of the Company due to other business
commitments.
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DELEGATION BY THE BOARD (Continued)

Corporate Governance Function

The Company's corporate governance function is carried out
by the Board pursuant to a set of written terms of reference
adopted by the Board in compliance with the code provision
A.2.1 of the CG Code, which include (a) to develop and
review the Company’s policies and practices on corporate
governance and make recommendations to the Board; (b) to
review and monitor the training and continuous professional
development of the Directors and senior management of
the Group; (c) to review and monitor the Company's policies
and practices on compliance with legal and regulatory
requirements; (d) to develop, review and monitor the code
of conduct and compliance manual (if any) applicable to
employees of the Group and the Directors; and (e) to review
the Company’s compliance with the CG Code and disclosure
in the corporate governance report.

Company Secretary

The Company Secretary is a full-time employee of the
Company and has day-to-day knowledge of the Company's
affairs. The Company Secretary reports to the Chairman and
the Managing Director, and is responsible for advising the
Board through the Chairman and/or the Managing Director
on corporate governance matters. For the year under review,
the Company Secretary has confirmed that no less than 15
hours of relevant professional training has been taken.

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for
preparing financial statements of the Group which give a
true and fair view of the state of affairs of the Group on
a going concern basis. In presenting the quarterly, interim
and annual financial statements, announcements and
other financial disclosures required under the GEM Listing
Rules, the Directors aim to present a balanced, clear and
understandable assessment of the Group’s position and
prospects.

The statement of the auditor of the Company,
PricewaterhouseCoopers, on its reporting responsibilities
on the consolidated financial statements of the Group is
set out in the section headed "INDEPENDENT AUDITOR'S
REPORT" on pages 106 to 116 of this annual report.
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INTERNAL CONTROL

The Board is of the opinion that sound internal control
systems will contribute to the effectiveness and efficiency
of the operations of the Group and to safeguard the Group's
assets as well as the shareholders.

The Board is responsible for monitoring, maintaining and
overseeing the internal control systems of the Group. The
Executive Committee helps the Board to discharge its
responsibilities of ensuring and maintaining sound internal
control functions by regularly and continuously reviewing
and monitoring the internal control systems and processes
so as to ensure that they can provide reasonable assurance
against material errors of the Group.

The internal control system is embedded within the
business processes so that it functions as an integral part of
the overall operations of the Group. The system comprises a
comprehensive organisational structure with assignment of
definite accountabilities and delegation of the corresponding
authorities to each post. Based on the organisational
structure, a reporting system has been developed under
which the division head of each principal business unit
reports to the Executive Committee directly.

Business plans and budgets are prepared by the division
head of each principal business unit annually. In preparing
the business plans and budgets, the management identifies
and evaluates any potential risks. Measures will be put in
place with an aim to ultimately manage, control or eliminate
such risks.

The business plans and budgets are subject to review
and approval by the Executive Committee. The Executive
Committee reviews the monthly management reports on the
operational and financial results of each principal business
unit and measures the actual performance of the Group
against the business plan and budget concerned. During
such reviews, the Executive Committee also considers
and assesses the effectiveness of all material controls.
The Executive Committee holds periodical meetings with
the management of each principal business unit and the
finance team to, amongst other matters, address the issues
in such controls, identify areas of improvement and put the
appropriate measures in place.

The internal control system is documented and if any

revision is required, such information will be submitted to
the Audit Committee for evaluation.
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INTERNAL CONTROL (Continued)

Moreover, the Group has established Whistleblowing Policy,
Anti-corruption Policy, Procurement Policy and Guideline and
Delegation Policy in order to strengthen its internal control
system.

The Audit Committee assists the Board in fulfilling its
role in overseeing the Group's internal control function by
reviewing and evaluating the effectiveness of the internal
control system.

The Company has set up an internal audit department (the
“I.A. Department”) which assists the Executive Committee
and the Audit Committee in discharging their internal control
duties. The I[.A. Department, which is independent of the
operational departments of the Group, is responsible for
conducting regular audits on the major activities of the
Group. Its objective is to ensure that all material controls,
including financial, operational and compliance controls
as well as risk management, are in place and functioning
effectively. The I.A. Department reports to the Executive
Committee and the Audit Committee with its findings and
makes recommendations to improve the internal control
system of the Group.

The Board considers that it is an ongoing and continuous
process for the Group to review and improve its internal
control system in order to ensure that they remain effective
in the dynamic and everchanging business environment.
During the year ended 31 December 2022, the Board has
been, through the Executive Committee and the Audit
Committee (with the assistance from the [.A. Department),
continuously reviewing the effectiveness of the Group's
internal control system. The division head of each
principle business unit and the Managing Director made
representations as to compliance by themselves and their
subordinates of key internal control system for year 2022
to the Board. The requirement for making representation
letters by the management can strengthen individual
responsibility for corporate governance and controls. The
Company considered its risk management and internal
control systems effective and adequate.

To comply with the code provision D.2.2 of the CG Code,
the Board also included a review of adequacy of resources,
qualifications and experience of staff of the Company's
accounting and financial reporting function, internal audit
as well as the function relating to its ESG performance
and reporting, their training programmes and budget in its
annual review for year 2022.
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INTERNAL CONTROL (Continued)

In relation to the handling and release of inside information,
the Group has established corresponding policies to restrict
its employees from unauthorized use, handling or external
release of the operating and financial information which is
for internal use, to ensure the Group is in compliance with
the relevant laws and regulations.

Internal Control System

e |dentify & evaluate potential

mEREEHE (45)

PERENEBEMARHEEMS - NEECFIEAE
FAMRATAAZE L B TREREER - EERY
SNERARERANEEMMBEN  BRTA
FEREABIELAR A o

NEPEZERE

e Review & approve business plan

& budget

ER R EBTEIRBER
e Review monthly management

report for:

EHEFAEENE:

(i) measuring actual performance
against business plan & budget; &
NEBTEIRFAHRGEERKRE: R
reviewing & assessing
effectiveness of all material controls

B AT E TR EASETT E AR

(ii

risks, including ESG and climate change Executive Committee
risks, when preparing the annual HTESS
=]

business plan & budget
PR F X8 RIEH RS

Y REHMEBIERR - BIERE Internal
g RERARRIRE (L2 RERE Division Audit Department
e Put measures in place for Head/ A EB TR
managing, controlling or Management Conduct regular audit
eliminating risks fe= TEHBEITEX
SR N BB E N e = Report indings & make
éwﬁii E"]}ﬁﬁ@ recommendations
e Implement business plan @E&f’ﬁf&
WITHEBE 2 G
e Prepare monthly management report
R ATERS

* Revise business plan from time to time
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Audit Committee
TEHEM RS2 BERZEE

e Review & evaluate the overall
effectiveness of internal
control system
B AT N EP SR I E e B RS
e Make recommendations

REEE



Global Digital Creations Holdings Limited R ERE BRI ZE R AR 2 7

CORPORATE GOVERNANCE REPORT
CREABE

INTERNAL CONTROL (Continued) R EBEEE (42)
Internal Audit Functions A EBEET T EE

Financial
Control

3

Operational
Control

BIEEE

_

Internal
Audit

REREET

Risk Compliance

Management Control
R EE BREEE
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RISK MANAGEMENT

Risk Management Framework

The Group has established an Enterprise Risk Management
("ERM") framework to effectively identify, assess and
manage risks. Enterprise operates in environments where
factors such as competition, restructurings, changing
markets and technology create uncertainty. Uncertainty
comes from an inability to precisely predict the likelihood
that events (risks) will occur and the associated impacts.

The ERM framework enables management to adopt a
proactive and systematic approach for identifying and
managing risks across the organization to evaluate risk
impact and likelihood of occurrence. Risk managing
workshops are conducted in each operating unit and
an ERM Implementation Pack is prepared to guide the
implementation of the risk managing work.

The objective of this ERM Implementation Pack is for
establishing the Group’s ERM framework and policies,
including defining roles and responsibilities; providing key
principles and concepts, a common language, and clear
direction and guidance; and setting up a foundational basis
needed to design and implement an ERM process that
effectively addresses the Group's operations.

Audit
Committee

BEREES

ERAERQA

R EE

R IR 4
AEEERYLTEXERBERES - AR
%% FEEEERRE DERNEEIRER -

B Bl mSEBELRMRERERHELD
%%I% i A BR BR R & 3R FE oK p ZEHETROA
= (ER) BEERNAREEMBEARNESN -

ZERERRGIEEEEENRRIPRER
BEOEEBAI R ERAENER - EFHER
REEMABLEMEEN - AEECD AR ZE
iuﬁ%TH@éﬁﬁﬁgﬂ%%Tﬂﬁﬁﬁ
FMAtEERREE TENEM

%ﬂﬁﬁﬂ?ﬁ%ﬁ%aﬁ@ﬁﬁ%gﬁiﬁ

REEMEEREE  REATACKRER -
TET/\EKJ?\E\'J&WA R HFE T REMH
HRRIES| - ARFTMEREAS BN ERR
BRI AR o

Operating
Units
EEERN

Risk Management Structure

The Board oversees the overall management of risks,
including ESG risks. The Risk Management Working Group
assists the Board and Audit Committee to review and
monitor key risks. Operating units are responsible for the
identification and management of risks in their operations.
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RISK MANAGEMENT (Continued)

Risk Management Process

By applying the principles and methodologies described in
the ERM Implementation Pack, management develops five
key steps for implementation.

Risk
identification

Risk
assessment

BB E

Objectives

B B sE B

CREABE

B EE (&)

[E b B TR R A2

EEERBEMRR

EEFMHZRAET

% BIET AEBRNERSR -

Monitoring
and reporting

ERRRE

(2)

(3)

(4)

(5)

Objective setting is a precondition to event
identification, risk assessment, and risk response.
There must first be objectives before the management
can identify and assess risks, and take necessary
actions to manage the risks.

Risks are identified at the entity, activity and process
level by using various techniques.

Risks are evaluated from two perspectives —
likelihood and impact. Criteria are developed upon
which identified risks will be measured in terms of
likelihood and impact. Following this, risks will then
be prioritized according to their “Risk Rating” which
is the combination effect of “Likelihood” and “Impact”

In evaluating response options, the management
considers the effect on both risk likelihood and
impact, recognizing that a response might affect
likelihood and impact differently. Having selected risk
responses, management identifies control activities
needed to ensure that the risk responses are carried
out properly and in a timely manner. The effectiveness
of the controls are assessed by using the three-point
scale.

A risk management report that highlights key risks
and action plans is presented to the Audit Committee
and the Board annually. Significant changes in key
risks on a day-to-day basis are promptly reported to
the Group's management and immediately handled.

FIT_L H TEFJJ—L PR uﬁk)mjlj A/\l:l 1E&H
JE%JJZ?E/M;M# EAAIEIEE%%\J BRG]

i N BRER A B B i e 2 AT 5‘EJ
J_ET%?

EHEMBTRROELRER - B&
BEmMEEREBESRIRAR -

HREFEEFTERR — AJaElEMERSE
Mo RIFE HIERE - BEHBIRRER
BEEMAREEREERNEBREEES
o Hig  BIBEAIEEMEMBREENAS
YRR ESTRF AR A FE B IE AN T o

R ERBREH RN BEEESEE
FREBERR R REEM 2K
o EE T RE A BRESS EW
B - RIBIZRBELY SRR -
BERTEEERE UWERERRR Eﬁﬁ
REEFMRERIT - BEEBEORRD
= HETTREE ©

BFERNBELZEERESTERR XA
fRERmE  BEHERBRRRNTH
A8 - BREREAR CERNE S N
AAGE 2 EEEREIL 7 AEE -
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RISK MANAGEMENT (Continued)

Risk Management Process (Continued)

Risk management changes over time. Risk responses
that were once effective may become irrelevant; control
activities may become less effective, or no longer be
performed; or entity objectives may change. In the face of
such changes, management continually works to improve
the risk management framework in order to keep pace with
the changing dynamics of businesses.

The Board has reviewed the risk management report of the
Group for the year ended 31 December 2022 and evaluated
the effectiveness of the Group’s risk management system,
including (a) the changes, since the last annual review, in
the nature and extent of significant risks (including ESG
risks), and the Group's ability to respond to changes in
its business and the external environment; (b) the scope
and quality of management’s ongoing monitoring of risks
(including ESG risks) and of the internal control systems,
and where applicable, the work of its internal audit function
and other assurance providers; (c) the extent and frequency
of communication of monitoring results to the Board and its
committees; (d) significant control failings or weaknesses
that have been identified during the period and the extent
to which they have resulted in unforeseen outcomes or
contingencies that have had, could have had, or may in the
future have, a material impact on its financial performance
or condition; and (e) the effectiveness of its processes for
financial reporting and GEM Listing Rules compliance.

Principal and Key Risks of the Group

As an objective of risk management, we must first
understand the principal and key risks currently faced by the
Group and the corresponding strategies against such risks.
The table below sets forth the principal and key risks which
the Group is currently facing:

Principal Risk
FTERER

ARER(£Z)

RAREERR(F)

ARE B MR - RATZ AR AR
UHRAALEGTANE | BB RN
AR S R B A AT DB R R
. EREEY LSS BRESHKER
pE RS BXERESENEEEERS
Wit -

EEeCEHHE2022F12 A31 BIEFER
EEZERERRERBNAEE ZERKRER
EFERRR B @QBLAFEEE &
AER (BIFRE e RERER) AIEERM
BEMNE  ARNEEEEEFEMINBIRE
BEMEEN b EREEFEELRR (2R
5o kERER) MRIIES ZRHNEE
MEE - AR (ER) NPT B E b i
BIREENTE cRESEeRELZESEE
ERAAERNEEMEE : (d)EL RS ERY
BORIEHI B9 E  UREER DL A
RS RA e B EELEEATE
WA TERERSB BHMRBESIENT 0 Ke)
HEYBHREMGEM EMBRAERERFNEK
Mo

REBEz TR RERER
tEREREENEE  HAILBRENREB
FIEE A E R MR AR AR EYZEFE BE
BHVREE - TREAXASEBNEYNEER
FAR AR

Corresponding Strategy
PE$ R B

Disputes with the contracted party involved in a
cultural park development project. This might have
significant impacts on the Group's asset value and
profit.

—EXERFENKE FESERBEREMUD - S
AEBEEEMANGEETE

i
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We have appointed lawyers to follow up on the
litigation proceedings with the aim to achieve the
best outcome.

B R TR E R RERR R
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Principal and Key Risks of the Group (Continued)

Key Risks
R

CORPORATE GOVERNANCE REPORT

SREARE

ARER(£Z)

AEBZFERBARERR(Z)
Corresponding Strategy
P R B

To protect the Group’s intellectual property rights
and also to avoid unintentional infringement of
others’ intellectual property rights.
REREBEMNBERE  RRKERESTPRILMANZ
ERENITR °

Cyber security issues compromising data integrity
and system availability.
Mz rMBE BB TEEMARSGA A -

ESG-related risks (e.g. acute event-driven climate

change or long-term climate shifts) may expose us
to public health threats, business disruptions, and
increase the risk of physical damage to properties.

B XGTE - MRENMXERIENAR -

We register copyrights immediately upon the
completion of images, innovative designs, texts and
graphics and require the related parties to sign a
confidentiality agreement. We closely monitor if there
is any infringement of the Group's intellectual property
rights in the market while avoiding unintentional
infringement of others’ intellectual property rights.
R - BIER - XF - BRTEKEZEVETRESR
R BRBEERRTREHH  BYEEHSHA
SEMBERNRETR: ARERESTREILMAMN
BEMENITR -

Strictly enforce data backup and implement various
security measures such as setting up firewall and
installing anti-virus software to enhance data integrity
and confidentiality. We regularly provide cyber security
training for staff.

TEEEDGE AR L 2E BB A AE AP & 84 AR
BT BRBBEHTEENMRES  YEHAE LR
HPR L2 HIE -

An environmental policy is in place. We closely
monitor the changes in applicable laws and regulatory
requirements to ensure compliance. Details of the
ESG-related risks of the Group are set out in the
section headed "ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT" on pages 51 to 88 of this
annual report.

EHERERR  BYERBEBAOERAEARE  Wigs
SHEBEN - BEAREENRE g REABBERRT
BHRAFMESIEZSBEZ [RIR @ RELARE
BEHIA o
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AUDITOR’S REMUNERATION

For the year ended 31 December 2022, the
remuneration paid/payable to the Company’s auditor,
PricewaterhouseCoopers, is set out as follows:

BB AT &

HZE2022F12 A31 BILFE SR R TR
NEVZEED - EEROKEEETR BRI S
;YT -

Fee paid/payable

Services rendered FriR AR 7% Bt ENER

HK$'000

FHETT

Statutory audit services JETE B RS 1,320
Non-statutory audit services: IEEEFTIRT ¢

Review on interim financial report EH P HB SRS 360

1,680

COMMUNICATION WITH SHAREHOLDERS

The Company has adopted the shareholders communication
policy (the “Shareholders Communication Policy”) with
the objective of ensuring that the shareholders and
potential investors are provided with ready, equal and
timely access to balanced and understandable information
about the Company. The Board reviews the Shareholders
Communication Policy on an annual basis to ensure its
effectiveness. The Board has reviewed the implementation
and effectiveness of the Shareholders Communication Policy
and considered that the Shareholders Communication Policy
has been properly implemented during the year ended 31
December 2022 and was effective.

To foster effective communication with the shareholders of
the Company (the “Shareholders”), the Company provides
extensive information in its annual, interim and quarterly
reports, announcements and circulars. All Shareholders’
communications are also available on the Stock Exchange’s
website and the Company's website.

The general meetings of the Company provide a useful
forum for Shareholders to exchange views with the Board.
The Directors and members of various Board committees
will attend the annual general meetings of the Company
to answer questions raised by the Shareholders. All
Directors will make an effort to attend. The Company's
external auditor, where appropriate, is available to answer
Shareholders’ queries at the general meetings.
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SHAREHOLDERS’ RIGHTS

All notices of general meetings despatched by the Company
to its Shareholders for meetings were sent in the case of
annual general meetings at least 20 clear business days
before the meeting and at least 10 clear business days in
the case of all other general meetings.

Voting at general meetings of the Company is conducted
by way of poll in accordance with the GEM Listing Rules
and the Bye-laws. The detailed procedures for demanding
and conducting a poll will be explained by the Chairman at
general meetings. The poll results will be published on the
Stock Exchange’s website and the Company’s website.

Convening Special General Meeting and Putting Forward
Proposals at General Meeting

Pursuant to the Bye-laws, any one or more Shareholder(s)
holding (at the date of deposit of the requisition) not less
than one-tenth of the paid up capital of the Company with
the right to vote at general meetings of the Company shall
at all times have the right, by written requisition to the
Board or the Company Secretary by mail to the Company'’s
head office and principal place of business in Hong Kong,
to require a special general meeting to be called by the
Board for the transaction of any business specified in such
requisition and such meeting shall be held within two
months after the deposit of such requisition. If within 21
days of such deposit the Board fails to proceed to convene
such meeting, the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may at any time send their enquires and
concerns to the Board in writing, addressed to the
Company’s head office and principal place of business in
Hong Kong.

SREARE

R SR 9 R

ARBARNBRAE  WBRRBEFAE -
ERAREETAHEDE20ELEBRRREX
WA MEAAEEMBRAEMS - AlERE
RITHEL R 10EERAZXBA -

ARARRBERAE EWRRLRGEM LR
AR A BIARRIAR R T 2UETT - TR SR
RE LREBEZRMETRETARRNFARE
Fr oo 48 R4S R T & 70 B S P 48 N AN ) 48
uf ©

ARARRFEFIAERRASLRERR

RIBABMAR ME2EKABMFHE LI RA
RAMEBRA(BAERRRAABRRAE LRE
)+ 02 —WEA—RHZ BRI
CERUBTHRAERNRRENRERIES T
BERMHBAARRETERAAWERLE
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SHAREHOLDERS' RIGHTS (Continued)

Procedures for Shareholders to Propose a Person for
Election as a Director

When proposing a person for election as a Director,
Shareholders are requested to follow the requirements and
procedures as set out under the “Corporate Governance”
section on the Company's website.

Constitutional Documents

There was no change to the Bye-laws during the year
ended 31 December 2022. A copy of the latest consolidated
version of the Bye-laws has been published on the websites
of the Stock Exchange and the Company.

Subsequent to the year 2022 and as announced in
the Company’'s announcement dated 24 March 2023,
the Company proposed to seek the approval of the
Shareholders at the forthcoming annual general meeting
for certain amendments to the Bye-laws for the purposes
of, among others, (i) enabling the Company to have
general meetings to be held in physical form, hybrid
form or electronic form; (ii) conforming with the Core
Shareholder Protection Standards as set out in Appendix
3 to the GEM Listing Rules and applicable laws of
Bermuda; and (ii) making certain minor consequential and
housekeeping amendments to the Bye-laws, details of
which will be stated in the circular of the Company dated
31 March 2023.

Dividend Policy

The Board adopted a dividend policy in December 2018,
which aims to allow Shareholders to participate in the
Company's profits whilst maintaining the adequate
cash reserves for the Company's continuing business
development and future growth. Any dividends will be
declared or paid at the discretion of the Board pursuant
to the Companies Act 1981 of Bermuda and the Bye-laws
and will depend upon, among other things, the operations,
capital requirements and surplus, general financial condition,
contractual restrictions of the Company and its subsidiaries,
and such other factors as the Board may deem relevant.
This policy shall be reviewed when necessary, and can be
revised by the Board from time to time.
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FOREWORD AND REPORTING PERIOD

Global Digital Creations Holdings Limited (the “Company”)
and its subsidiaries (collectively the “Group” or “we")
is one of the leading digital and visual integration
conglomerate in the industry. Adhering to our sustainable
development philosophy and operating principles, we
establish good environmental, social and governance
("ESG") policies, endeavour to fulfil our corporate social
responsibilities and contribute to the development of green
digital technology. The ESG report of the Group (the "ESG
Report” or the "Report”) gives an account of strategies
and overall performance on office operation and property
management business of the Group’s headquarter and its
major subsidiaries in respect of environmental protection,
operation management, social welfare and working
environment during the year ended 31 December 2022
("2022" or the "Reporting Period”).

The Report has been approved by the board of directors (the
"Board”) of the Group on 24 March 2023.

BOARD STATEMENT

Dear Shareholders,

On behalf of the Board, | am pleased to present 2022
ESG Report. The Report demonstrates our commitment
to continuously improving our sustainability performance
in areas such as corporate governance, community
engagement, customer satisfaction and employee care.

The Group believes that a strong governance structure
is essential for the effective management of ESG-related
issues. The Board has overall responsibility for the ESG
issues of the Group, including formulating strategies,
ensuring that the Group has appropriate and effective
internal control and risk management systems, monitoring
the Group's ESG performance, and approving ESG reports
and collectively discussing on ESG matters at least once
a year. The composition of the Board is diverse and its
members are equipped with appropriate skills, experience,
knowledge and perspectives required to oversee the Group'’s
ESG matters. In order to assist the Board in discharging
its responsibilities on ESG matters, the key management
of the Group (the "Key Management”) are responsible for
implementing relevant policies and evaluating the Group's
performance in various aspects of ESG. Departments of
the Group are involved in coordinating and implementing
appropriate policies and measures in the daily operation to
implement the Group’s policies and strategies in respect
of ESG issues. The Key Management report to the Board
on the progress of ESG related work at least once a year,
and provide advice to the Board on relevant issues to
continuously improve the Group's ESG performance.
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BOARD STATEMENT (Continued)

In order to prioritise major ESG-related issues, the Board
and the management continue to communicate with the
stakeholders of the Group with reference to their opinions,
and invite them to participate in materiality assessment
regularly to examine various ESG issues in an orderly
manner. Information on stakeholder communication channels
and materiality assessment conducted by the Group are
set out in the sections headed “Stakeholder Engagement”
and “Materiality Assessment’, respectively. In order to have
a better understanding of stakeholders’ expectations for
the sustainable development of the Group, the Group will
further strengthen communication with stakeholders, and
formulate relevant sustainable development policies and
measures with reference to their opinions, so as to enhance
the ESG performance of the Group.

Notwithstanding the Group has not generated any significant
environmental impact in terms of operation as a digital and
visual integration conglomerate, it still actively responds
to the environmental policies on carbon neutrality, saving
energy and waste reduction implemented by the People's
Republic of China (“PRC"), and promotes sustainable
development. The Group takes corresponding measures for
different areas to reduce its impact on the environment, and
regularly reviews the effectiveness of relevant measures.
In addition, the Group believes that setting ESG-related
targets can enhance the Group's commitment to corporate
social responsibility and allow the Group's stakeholders to
better understand the Group's ESG performance. For the
year ended 31 December 2021 (“2021"), the Group has
formulated its targets in four aspects including greenhouse
gas ("GHG") emissions, waste management, energy
efficiency and water usage efficiency for the first time.
The relevant targets are set out in the sections headed
“Emissions” and “Use of Resources” The Board reviews
process towards the relevant targets at least once a year
through reports by the Key Management, and ensures that
the Group has sufficient measures and resources to achieve
the targets set.

On behalf of the Board, | would like to express my gratitude
to the directors, management team and all employees for
their contributions to the sustainable development of the
Group. | would also like to express my appreciation to all
the stakeholders for their lasting love and support. In the
future, the Group will continue to enhance its governance
and transparency to provide quality services, and will focus
on the efficient use of resources to fulfil its corporate social
responsibility and achieve a sustainable future.

Chairman
Xu Liang

Hong Kong, 24 March 2023
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REPORTING FRAMEWORK AND PRINCIPLES

The Report has been prepared in accordance with the
reporting principles and standards of the “Environmental,
Social and Governance Reporting Guide” ("ESG Reporting
Guide”) set out in Appendix 20 to the GEM Listing Rules of
The Stock Exchange of Hong Kong Limited (the "HKEX").

The Report should be read in conjunction with the section
headed “"CORPORATE GOVERNANCE REPORT" set out on
pages 26 to 50 of this annual report.

The Group attaches great importance to materiality,
quantitative and consistency in the preparation of the
Report. The Group has applied these reporting principles
in the above ESG Reporting Guide, of which details are as
follows:

Materiality: Materiality assessment was conducted to
identify material issues during the Reporting Period, thereby
adopting the identified material issues as the focus for
the preparation of the Report. The relative importance of
materiality issues was reviewed and confirmed by the
Board and senior management. Please refer to the sections
headed “Stakeholder Engagement” and “Materiality
Assessment” for further details.

Quantitative: The standards and methodologies used in
the calculation of relevant data as well as the relevant
assumptions were disclosed in the Report. The key
performance indicators (“KPIs") are supplemented by
explanatory notes to establish benchmarks where feasible.

Consistency: The preparation approach of the Report was
substantially consistent with the one in the previous year,
and explanations were provided regarding data with changes
in the scope of disclosure and calculation methodologies.
During the Reporting Period, the operations of public areas
in Foshan have been included in the Report, and relevant
changes are set out as the explanatory note in the section
where the concerning data is located.
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REPORTING SCOPE

The principal businesses of the Group, namely (i) Interactive
Entertainment and Digital Assets; and (i) New Cultural and
Sports Space (property leasing and management services)
are included in the reporting scope. The reporting scope
is determined by the management of the Group (the
“Management”). When making decisions, the Management
has considered the importance of the impact of various
business activities on the Group's policies and financial
performance. This Report covers the data generated by the
entities with significant ESG impacts in which the Group
has actual operation and control, namely self-use offices in
Hong Kong, Shenzhen and Foshan, as well as public areas
of the GDC Building located in Nanshan District, Shenzhen
(the “Shenzhen GDC Building”) and GDC Building located
in Foshan (the “Foshan GDC Building”) (the "“Reporting
Scope”). Compared with 2021 ESG report, the data
generated by the operations of public areas in Foshan were
newly included in the Report.

STAKEHOLDER ENGAGEMENT

We believe that the opinions of our stakeholders can
contribute to the sustainable development of the Group.
Therefore, we appropriately communicate with our
stakeholders and promote the participation of stakeholders
through different forms and channels of communication.
The followings are the main categories of stakeholders and
communication channels:
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STAKEHOLDER ENGAGEMENT BHESHE
Major Stakeholders Communication Channels
FERFNE BERE
Shareholder o Company website
e NGIEE
o Quarterly, interim and annual reports
FE - PHRFERE
° Announcements and circulars
NERIEK
o General meetings
RERE
Employee ° Employees’ activities
== EEEH
° Staff communication
8 T
o Regular meetings/training courses
EHEE®EIIRE
Client ° Daily operation/communication
®P AEEE R
° Regular meetings and visits
EHeE&ETD
° Regular client surveys
EHETEFPERAS
Supplier ° Procurement process
YY) R
o Daily operation/communication
BEZE /X
° Regular review and evaluation
T BAER B K ATl
Government and regulatory authorities ° Regular performance reports
BT K B e BRI FE R
° Email, letter and phone contact
BH - EHERERRE
° Occasional face-to-face meetings and visits
TR RFD
Community, non-governmental organisations e Exchange and study tours
(“NGOs") and media RmERE
AR - FEBUT AR A K RS . Public welfare activities
NI )
o Online media
ENy e
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MATERIALITY ASSESSMENT

The Group determines the scope of its ESG disclosures in
accordance with the requirements of the ESG Reporting
Guide. After considering the Group’s business operations
and the standards adopted by the industry, the management
identified a series of material ESG-related issues and invited
internal stakeholders to assess such issues. The impact
of such material issues is assessed based on the level of
significance of economic, environment and social impacts
as well as the influence on stakeholder assessment. The
relevant assessment is related to the current development
stage of the Group, and may change in the future. The
matrix in respect of the material ESG issues of the Group is
summarised as follows:

BRI

AEE2RRE L@ REREIINELREE
HRS HEgMEaRBEFENEE - B1EE
RERASBENXGERKRZRAITE

% BEBRT—RIEEMNERE - Ti/_\&%:/ yiE|
Fd  UWRBEANIFNEYZE B ETH
e WEEEMZENTZERHEELCE  RE

M EBRZFERELUFNEFENTER
JE T UAR L - HHBERTIZ SRR B 10 & B 3 R B
FBRAARE - SRR ES - LT REAKRE
BEEERE  HEgLEAHERE

Materiality Assessment Matrix

it g

Occupational Health and Safety

BEREELS \
b
and Forced Labour

12 T R aa 4|48 T FERELE = REEHEK

Supply Chain Management
HIEsEE R

HEOFERE

Prevention of Child

$

A

HismE

Product and Service Responsibility
=i R RS E

Level of Influence on Stakeholder Assessment

i EEMTERE

Employment and Labour Practices PrPortlgg%n
BEERSEITER ﬁxﬁ?%

Use of Resources
R

Corporate Social

Responsibilities

EEdEFL

Anti-corruption
REF

Intellectual Property!

HIGHEETE

Talent Training
and Development

A LI R

Environment and
Natural Resources

REERAER

Waste Management

R E R

Low
& B

We regard the results of materiality assessment as
important indicators in our future planning and policy
formulation in respect of ESG, and will continue to promote
the sustainable development process of the Group based on
these material issues.

FEEDBACK

Any opinions and advice are welcome from our
stakeholders. You may provide your comments on the
Report or our performance in respect of sustainability via
email to cs@gdc-world.com.hk.
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A. ENVIRONMENTAL

Al

Emissions
Emission Management

The Group attaches great importance to good
environmental management in order to fulfill the
Group’s social responsibilities. The Group has
formulated relevant environmental management
systems such as the “Environmental Policy” for
daily operations to protect the environment and
support sustainability. Such systems prescribe
management measures for GHG, exhaust
gas emissions as well as hazardous and non-
hazardous wastes generated from the Group's
operations.

The Group strictly abides by the regulations
and laws related to environmental protection
applicable to its operations, including
"Guidelines for Accounting and Reporting of
the GHG Emissions for Industrial Enterprises’,
"Environmental Protection Law of the People’s
Republic of China’ “Air Pollution Prevention and
Control Law of the People's Republic of China’
“Water Pollution Prevention and Control Law
of the People’'s Republic of China” of the PRC,
and "Air Pollution Control Ordinance” and “\Waste
Disposal Ordinance” of Hong Kong as well
as other local laws and regulations related to
environmental protection. During the Reporting
Period, the Group was not in any material non-
compliance with local laws and regulations in
relation to environment due to the discharge
of air and GHG, sewage, hazardous and non-
hazardous wastes.

i

 HERERRE
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ENVIRONMENTAL (Continued)

Al

Emissions (Continued)
Exhaust Gas Emissions

Due to the business nature of the Group, its
major exhaust gas emissions are from the use
of vehicles. The Group encourages employees
to use green transportation such as taking
public transport or cycling as much as possible.
The Group also carries out regular maintenance
on its vehicles to reduce fuel consumption,
thereby reducing carbon emissions and
exhaust gas emissions. Due to the impact of
COVID-19 on our operations in Shenzhen, there
has been a decrease in the use of vehicles
required for business travel by the Group as a
whole, resulting in a decrease in the exhaust
emissions of the Group in 2022 compared with
2021.

During the Reporting Period, the performance
of exhaust gas emissions of the Group is as
follows:

A.

BRI (&)
Al BRI ()
FERBEIL

ERAEEERNE  AEER
FERRHEBNREERER - &
EEEEEIREERAAHTAE
FETESEHZELEITARN - A%
EEeHMBEMETTHR
& ARRIRIARHERE - (EmR L
B e AR & BE SRBERR - R IR YIE
BRI TRBHTE  BE
MEAEBEEEZRAE ZER
FERBMEL - ELEE 2021 F
REBR 2022 FHEIENER
FR > o

7R S B ¥ 5 A 60 BE SROBE R
BT

Unit
Pollutants BHER B 2022 F 20214
Nitrogen oxides (NO,) BE(EY (NO,) g7 3,292.60 3,852.96
Sulfur oxides (SO, AL (SO, 9% 87.98 102.66
Particular matters (PM) SR (PM) g 242.43 283.69
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A. ENVIRONMENTAL (Continued)

Al

Emissions (Continued)
GHG Emissions

The GHG emissions of the Group are mainly
derived from direct GHG emissions (Scope
1) caused by gasoline consumed by vehicles
and energy indirect GHG emissions (Scope
2) caused by purchased electricity. In 2021,
the Group set a GHG reduction target for the
first time with an aim to reduce the intensity
of GHG emissions intensity (tCO,e/m?) by at
least 3% in the year ended 31 December 2026
("2026") compared with the level in 2020 (i.e.
0.39 tCO,e/m?. The Group actively adopts
power-saving and energy-saving measures to
reduce GHG emissions, including stringent
control of air conditioning usage, lighting facility
usage and office appliance usage. Specific
measures will be described in the section
headed "Energy Efficiency” In addition, the
Group will conduct meetings through electronic
means such as telephone or online meetings
instead of long-distance face-to-face meetings
to reduce carbon emissions from business
travel.

During the Reporting Period, the Group’s GHG
emission intensity increased by approximately
3.8% from approximately 0.26 tCO,e/m? in
2021 to approximately 0.27 tCO,e/m? in 2022.
The increase in GHG emission intensity during
the Reporting Period was mainly because the
change in the scope of reporting has led to an
increase in the Group's electricity consumption,
which in turn has led to an increase in energy
indirect GHG emissions.

A.

A1
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BEREN
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ENVIRONMENTAL (Continued) A. BE(E)
A1l.  Emissions (Continued) Al BRI (&)
GHG Emissions (Continued) BEREH(E)
During the Reporting Period, the performance RWEHE - AEEMNAEERE
of GHG emissions of the Group is as follows: PERERIRANT -
Unit
Scope of GHG Emissions' BZEREHHEE" By 2022 % 20214
Direct emission BEHER
(Scope 1) (E5E1)
Vehicle teams of the Group  AEEE K tCOe
M-S tREE 15.92 18.58
Refrigerants SSH| tCOse
B_StiREE 224.25 24150
Energy indirect emission  BEREEHEHK
(Scope 2) (2i[E 2)
Purchased electricity HNEE N tCO4e
M-g(LikEE 1,479.77 1,355.45
Other indirect emission HinfEEEm
(Scope 3) (2i[E3)
Paper disposed to landfill? = E FHIE R A EEAL 2 tCO,e
M-S tiREE 1.67 2.64
Business travel? REHLZES tCO,e
M-S tEE 16.05 52.03
Total emission of GHG BERRBHHAE tCO,e
M_ftixEE 1,737.66 1,670.20
Total emission of GHG SYAKEEEEN tCO,e/m?
per square metre of BERBHHRE WogLikEE 0.27 0.26

floor area*
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A. ENVIRONMENTAL (Continued)

Al

Emissions (Continued)
GHG Emissions (Continued)

Notes:

1.

GHG emission data are presented in terms of
carbon dioxide equivalent and are based on,
including but not limited to, “The Greenhouse
Gas Protocol: A Corporate Accounting and
Reporting Standard” issued by the World
Resources Institute and the World Business
Council for Sustainable Development; “How to
Prepare an ESG Report — Appendix 2: Reporting
Guidance on Environmental KPIs” issued by the
HKEX; “Global warming potential value” from
“The Fifth Assessment Report” of the United
Nations Intergovernmental Panal on Climate
Change in 2014; and “Sustainability Report
2022" issued by HK Electric.

The data consist of GHG emissions avoided
through paper recycling.

As the operations in Shenzhen and Foshan were
affected by COVID-19, the Group recorded an
overall reduction in the number of employees
who made business travel by air, resulting in a
corresponding reduction in indirect emissions.
Such emission is calculated based on the
emission factors used by the International
Civil Aviation Organisation Carbon Emissions
Calculator.

Due to the change in the scope of reporting, the
total usable business floor area of the Group
increased by 22.50 m? in 2022 compared with
2021.

A. BE(E)

Al BRI ()
M SRR ()

/m 22 K,

At -

1.
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ARG — MR RIS
BIBIRERIES]) - KB
hEREEPEEFRET
2014 F BT AR B(LHPIZ
E G BMa(E LR HIRE)
(ARB) 9 [ 2 BRER (LB RE(E
KBEE N EBEMINC2022 7]
SEERBE) -

ZHRBEC BB IBREALD AT
R R E RSP o

R 0 A9 1L SE b S B
BRENTE BREMEAE
EFERREHENEER AR
Do BEULRE RS TNEE
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i 48 A8 B B DT B BRE Y BE
MEFREETE -

AR RESBENNRE - A
2022 F AEEMMBA AEERE
T [ 78 802021 “E 48 Hn T 22.50
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ENVIRONMENTAL (Continued)

Al

Emissions (Continued)
Waste Management

In 2022, the Group has continued to implement
the “Provisions of Classification and Reduction
of Domestic Waste” in the Shenzhen GDC
Building according to the “Measures of
Administrating Classification and Reduction
of Domestic Waste of Shenzhen” issued by
the Shenzhen Urban Management Bureau.
Waste separation bins were placed and
harmless waste were properly recycled. In
addition, offices at various operating locations
purchase recyclable and reusable items as
far as possible, and implemented measures
including double sided printing, recycling
papers and toner cartridge recycling scheme.
E-filing has been encouraged so as to reduce
the consumption of papers and toners and thus
reduce waste.

In 2021, the Group set a waste reduction target
for the first time with an aim to reduce the
intensity of non-hazardous waste (tonne/m?) by
at least 3% in 2026 compared with the level in
2020 (i.e. 0.002 tonnes/m?).

Due to the business nature of the Group, the
Group did not generate any hazardous waste
as a result of its business operations during
the Reporting Period. Despite that the Group
did not generate any hazardous waste during
the Reporting Period, the Group is required
to comply with relevant environmental laws
and regulations, and engage a qualified waste
recycler to dispose of the waste in case of any
hazardous waste generated.

During the Reporting Period, the non-hazardous
waste per square metre consumed by the
Group has decreased by approximately 10.0%
from approximately 0.0010 tonnes/m? in 2021
to approximately 0.0009 tonnes/m? in 2022.
The decrease in the intensity of non-hazardous
waste decreased mainly due to the decrease
in the overall time spent by employees in the
office as a result of the COVID-19 pandemic,
which results in the decrease in the amount
of domestic waste generated. The Group will
continue to review the level of non-hazardous
waste generated with a view to achieving
the Group's waste reduction target once the
pandemic has eased and operations have
returned to normal.
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A. ENVIRONMENTAL (Continued)

Al

Emissions (Continued)
Waste Management (Continued)

During the Reporting Period, the performance
of non-hazardous waste generated by the
Group is as follows:

BRI (&)
Al BRI ()
ERYETE (&)

RBSHE ~REELENES
BEEMRBMT

Unit
Non-hazardous Waste MEREEY By 2022 5 20214
Domestic waste HSEBIR tonne
L} 5.16 6.50
Paper i tonne
7] 0.35 0.55
Plastic Py tonne
7 0.33 0.10
Wooden board KR tonne
L7} 0.04 0.15
Glass I B tonne
i 0.01 0.05
Total non-hazardous BEBZEYME tonne
waste 7 5.89 735
Total non-hazardous waste EEHFKIEEEELN tonne/m?
per square metre of floor JEEFEYELHLE 7
area SERHK 0.0009 0.0010
Saving Papers EATBAL

One of the goals of the Group in promoting
environmental protection is to become a
paperless office. The Group continues to
advocate sending e-bills and e-notices to
its tenants and staff to save papers. By
implementing e-filing and e-approval instead
of in paper form, applying double-sided
printing and paper recycling, and adopting
e-communication, the Group has reduced
the use of papers and stationeries and
hence, indirectly avoided emission of GHG
in its operation process. The operational
efficiency has been enhanced after applying
e-approval procedure due to less onerous
procedures among departments and improved
environmental performance, comparing to
traditional approval in paper form, and thus
enhanced the benefits to the Group.

MABEIERAEERBIRRA
Bz— AEBEBRERNEP
NMETHEEREFRERETF
BE - BMRERARE - £EE
BREF - BBETETEFRE B
TEUBRRRELE  EERE
FEIRERLDY - WERAE

AT DR A MR M AR
A HERERREREBON
W EFERENRHEESRE
MEPIR R BB R - 'S T
EBEEWE M T EEPIR
BRFHEL HETRER
B tigm T AREN N -
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USE OF RESOURCES

Energy Efficiency

The Group aims to actively promote the efficient use
of resources, and monitors the use of energy and
water resources during its operations in real time. The
Group has relevant policies and systems, including
but not limited to the “Environmental Policy’, to
manage the use of resources during its operations in
a more effective manner.

The Group has formulated its target on energy
efficiency for the first time in 2021, aiming for a
minimum 3% of reduction in energy consumption
intensity (kWh/m?) in 2026 compared with the level in
2020 (i.e. 325.81 kWh/m?).

The following energy-saving measures were adopted
in the Group's ongoing operations in enhancing
environmental protection.

In the Shenzhen GDC Building, only two elevators
were in service at weekends while others were
shut down. Air conditioners of elevators were only
operated during office hours in the summer and air
conditioners in the elevators machine room were
only switched on automatically when the room
temperature was too high. In the Shenzhen GDC
Building, except that sensor lights were installed
in public corridors and the number of lamps
installed was reduced, some old lighting have been
gradually replaced by LED lighting in order to reduce
consumption of fuel for electricity generation, and old
water valves in toilets and the drainage equipment
of flushing toilets on each floor were replaced to
improve energy efficiency. Moreover, turn-on hours
of decorative lights of the Shenzhen GDC Building
and operating hours of the landscaped pool were
adjusted to further reduce consumption of electricity.
In response to the call of developing clean energy
vigorously with an aim to reduce carbon emissions
from the government, we currently have four new
energy recharging facilities for vehicles in the car
park of the Shenzhen GDC Building. The Group also
intends to include 2 more new energy recharging
facilities for vehicles in 2023 and to increase the
number of recharging facilities gradually in the future.
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USE OF RESOURCES (Continued)

Energy Efficiency (Continued)

Offices at different locations were installed with
LED lighting and energy saving lighting and the
lighting systems of office areas were required to be
turned off during non-office hours. Temperature of
airconditioning of each office was preset at 25.5°C
and automatic power shutdown function of air-
conditioners was applied during non-office hours. In
addition, the Group also utilised an energy-saving
function for computer systems. The Group's image-
rendering services are now provided by a third-party
public cloud, and the Group’'s rendering servers in
the data centre have been shut down. During the
Reporting Period, the Group continued to optimise
and upgrade the virtual server systems, to carry out
storage capacity consolidation for devices as well
as data transfer integration, and to shut down the
physical servers, which led to a reduction in the
energy consumption arising from the physical servers.

The energy consumption of the Group is mainly
derived from electricity consumption for daily
operations and gasoline consumption for vehicles.
During the Reporting Period, the energy consumption
intensity of the Group has increased by approximately
7.8% from approximately 269.97 kWh/m? in 2021 to
approximately 291.10 kWh/m? in 2022, the increase
in energy consumption intensity during the Reporting
Period was mainly because the change in the scope
of reporting has led to an increase in the Group's
electricity consumption.
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USE OF RESOURCES (Continued) A2.

Energy Efficiency (Continued)

During the Reporting Period, the performance of
energy consumption of the Group is as follows:

BRER (&)

RN (&)
REEEE - AEEEREFERERN
T

Unit
Energy Consumption® BEROHAE" B 2022 & 20214
Direct energy consumption — BEERBERE — A2 kWh 57,999.87 67681.83
Gasoline? FF B
Indirect energy consumption - I EERERE — B kWh 1,841,549.69  1,687:869.00
Electricity T EB
Total energy consumption BERERAS kWh 1,899,549.56 1,755,550.83
T FLBF
Energy consumption BEHKEEEEN kWh/m?2 291.10 269.97
per square metre of BERURAE TR,
floor area FHAK
Notes: Kiat -
1. The calculation of unit conversion is based on the Energy 1. BABME S ET A2 RERGERE M
Statistics Manual published by the International Energy ZCBERFETF M) o
Agency.
2. The consumption of gasoline in 2022 and in 2021 was 2. 2022 2021 FH R BEEED AR

approximately 5,984.70 litres and 6,983.73 litres, respectively.
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USE OF RESOURCES (Continued) A2. ERfERE)
Water Usage Efficiency Rk R @
In order to further enhance its water usage efficiency, BiE— TRARKEE - AEERFEY
the Group has installed automatic sensor faucets IRFREUE KB 25 R JE K R FE b 1
in the Shenzhen GDC Building and substantially ) 7RO B K 40 Rl L SR R K Ot B AR B
shortened the operating hours of its landscaped A BRAYRZK o AN - REBE RS oA
pool to save water. Further, the Group has also BB & K R B E R YIBREREES K
strengthened its checking for all the water valves E#EITKERR®RE - B2 RRAR S
and had regular overhauls in leak-proof water pipes R WEeEEHET FRMRARKEE
of the Shenzhen GDC Building to prevent the risk of FTEl -
leaking as well as continue to implement the above-
mentioned water usage efficiency enhancement
programme.
In 2021, the Group has set a target of water usage 1202145 « AEEEXEKERKATEL
for the first time with an aim to reduce the water BiE - HEREARAN2026F - AKEE
consumption intensity (m%m? by at least 3% in 2026 (LK, F 7 K)82020F KF (B11.76
compared with the level in 2020 (i.e. 1.76 m¥m?2). MK FFR) HERD 3% ©
Due to the geographical location of the Group's HRASBEZEENNMENE  A5HE
operations, the Group does not have any major ESKEUE B KR £ R B I E KM
problems in obtaining suitable water sources. B RIERRE AEERKERER
During the Reporting Period, the water consumption 2021 F#410.793 5 K,/ F /A KIE L F
intensity of the Group has significantly increased from F2022FH1.25 K FRHAK  RE
approximately 0.79 m3¥m? in 2021 to approximately HERAKEEN EATERARARE
1.25 m3/m? in 2022, the increase in water consumption HAEKE EFATEL -
intensity during the Reporting Period was mainly due
to the increased water consumption in public areas.
During the Reporting Period, the performance of REERRE - AEERAKERERIRN
water consumption of the Group is as follows: ™

Unit
Water Consumption FEXKE B 2022 F 20214
Total amount of water used' BAKE m?

MK 8,182.00 5,167.00
Amount of water used per BYAREEEEN m3/m?

square metre of floor area FAXKE LK

SEK 1.25 0.79
Note: Btat -
1. As the Hong Kong headquarter operates in a leased 1. EREBEINBER T EE - K

office building, both supply and disposal of water are
controlled by the property management office of the
landlord, which considers it is impracticable to provide
separate metre to measure water supply and disposal
for individual tenants. Hence, the water consumption
of the Hong Kong headquarter is not included in such
figures.

PR RET 2 EERBITES > M
MERRE X B AR R A E B TE P IR A KA
BEKEUE S o SR ARl AT - Bt B R
BETEEEBENAKE -
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USE OF RESOURCES (Continued)

Use of Packaging Materials

Due to the business nature of the Group, the Group
does not have any industrial production and factory
facilities. Therefore, there is no significant amount of
packaging materials used for packaging products.

ENVIRONMENT AND NATURAL RESOURCES

The Group continues to pursue environmental
protection and pay attention to the impact of the
Group’s business on the environment and natural
resources. As a responsible enterprise, the Group
has reduced its impact on the environmental and
natural resources arising from its operations, through
adjusting the management on its operation model and
adopting more ecofriendly operational measures. In
addition, the Group has encouraged its employees to
reduce emission and waste as well as make good use
of resources, no matter at work or at home, to put
our best efforts to protect the environment.

The Group has formulated the “Environmental Policy”
to continuously track and monitor the use of energy
and water resources for business operations of the
Group, and increased the use of innovative energy-
saving and water-saving technologies to reduce the
consumption of energy and water resources in daily
operations. In order to scale down the production of
wastes and the use of paper, the Group advocates
a paperless office and encourages employees to
communicate with internal and external personnel
through electronic means. Meanwhile, where
possible, personnel in the Procurement Department
should purchase recyclable and reusable items at
their best effort.
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CLIMATE CHANGE

In view that extreme weather is likely to be more
frequent and severe, addressing climate change has
become a global consensus. The Group is aware that
climate change will affect its business operations
in different ways, therefore, we have established a
comprehensive set of procedures to identify, monitor
and manage ESG issues including climate change.
Based on these procedures, we have identified the
following climate-related risks.

Physical Risks

First of all, the increased frequency and severity of
extreme weather such as typhoons, floods and heavy
rains caused by climate change may lead to physical
damage to the properties owned and managed by
the Group, thereby increasing the Group's expenses
related to maintenance, disaster response, etc. In
severe cases, the normal operation of the Group
may be affected, and the personal safety of building
managers and users may also be threatened. If such
incidents are not handled by the Group properly,
it will also have a negative impact on the Group's
reputation. Rising sea levels may also cause flooding
and damage to infrastructure and facilities, thereby
increasing the cost of repairing damaged facilities.

In response to these physical risks, the Group has
insured for employees and related properties to
protect corresponding interests and reduce potential
financial losses. In addition, the Group maintains
backups of information technology systems and work-
related documents stored on local servers and off-
site locations to minimise the potential impact of
business interruption and their impact on the Group’s
business. Besides, the Group regularly reviews
and updates its business continuity plan to ensure
that normal operations can be maintained and core
business functions can be properly performed during
any material event.
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CLIMATE CHANGE (Continued)

Transition Risks

In addition to the abovementioned physical risks,
the Group also faces transition risks arising
from the transition to a low-carbon economy. A
growing number of aggressive climate policies and
regulations formulated to support the vision of
global decarbonisation. For example, the HKEX has
required listed companies to enhance climate-related
disclosures in their ESG reports. China has also made
solemn commitments to “carbon peak” in 2030 and
“carbon neutrality” in 2060, and promulgated relevant
action plans and policies. Stricter environmental laws
and regulations may expose enterprises to higher
risks of claims and litigation. Corporate reputation
may also be negatively affected by failing to meet
climate change compliance requirements, thereby
increasing the Company’s relevant capital investment
and compliance costs.

In response to policy and legal risks as well as
reputational risks, the Group regularly monitors
existing and emerging climate-related trends, policies
and regulations and is prepared to remind senior
management if necessary to avoid increased costs,
fines for non-compliance or reputational risk due to
slow response. In addition, we have set a target for
reducing energy consumption and GHG emissions in
2021 to promote the sustainable development of the
Group.

SOCIAL

B1. Employment
Employment and Labour Practices

The Group believes that employees are our
momentum for innovation and also the keys
to our operation and sustainable development,
as well as our core competitive advantage.
To maintain working team harmony and retain
high-quality talent, we ensure all employees
are treated with justice and fairness in terms
of recruitment, opportunities of promotion and
training, and remuneration and welfare, and are
free from discrimination. Meanwhile, the Group
is committed to providing a safe and healthy
working environment and to safeguarding basic
rights of employees proactively, ensuring our
employees are healthy both physically and
mentally, which in turn enhances their working
efficiency.
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B1.

Employment (Continued)
Employment and Labour Practices (Continued)

The Group recognizes the importance of
employment issues and safeguards basic
rights of employees, and also prepares and
implements strictly its “Staff Handbook” and
“Management System of Human Resources”
in accordance with the relevant employment
laws and regulations, including “Labor Law of
the People's Republic of China’] “Labor Contract
Law of the People’s Republic of China” and
“State Council Interim Measures on Workers'
Retirement, Resignation’ as well as “Mandatory
Provident Fund Schemes Ordinance” and
“Rules in relation to jurisdiction under Family
Status Discrimination Ordinance” of Hong
Kong. Specific rules of recruitment, attendance,
remuneration, welfare and others are
detailed in the Group’s “Staff Handbook” and
“Management System of Human Resources”
The Group will strive for the best to review the
related policies regularly based on the changes
of policies and the feedback conducted during
the previous years. In addition, the Group
takes the health and welfare of its employees
seriously, and provides medical welfare to all
qualified employees, such as subsidies for
body checkup, provision of medical insurance
and personal accident insurance, in order
to enhance the sense of belonging of the
employees to the Group. During the Reporting
Period, the Group also distributed gift boxes to
its staff on the Dragon Boat Festival as a token
of its love and care for its staff.
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Employment (Continued)
Employment and Labour Practices (Continued)

During the Reporting Period, the Group strictly
complies with relevant laws and regulations
in respect of employment, including but not
limited to “Labor Law of the People’s Republic
of China” and “Labor Contract Law of the
People’s Republic of China” The Group was not
aware of any material non-compliance with laws
and regulations related to human resources.

B. #&(#&)

B1.

&R (&)

EERET Z4 (&)
RBEHE AEBEBREETHE
RIBHEBRERESR ’F]%EﬂElT
EPREARXMELHSH
P EARKAMBESEE)
AREBWRBEREFERBEBEA
NERBEDIVERNEANEE ©

As at 31 December 2022, the Group has 151 MR2022F12 A31H " & %’%
(2021: 189) employees in total within the RmELHE AN EES £HF 151
Reporting Scope. (20214 :189) »

Total Workforce by Gender RERE D NEERE DM
Gender ] 2022 F 2021 4
Male S 83 114
Female g2g 68 75
Total Workforce by Employment Type REBERESNEERHDH
Gender 1 Bl 2022 F 20214
Full time 28 151 185
Part time FREg 0 4
Total Workforce by Age Group RERAERNZDNEERH DM
Age group Fie4a R 2022 F 20214
Aged under 30 30BRAT 39 63
Aged 30 to 50 30&505% 108 122
Aged over 50 50 pRLA L 4 4
Total Workforce by Geographical Area B NEERLE D H
Geographical area thE 2022 F 20214
Mainland China B K B 143 181
Hong Kong, China FEIES 8 8

During the Reporting Period, the turnover rate’
of the Group was 31.2% (2021: 29.3%).
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He(E)

B1. Employment (Continued) B1. 1{EIE(#E)
Employment and Labour Practices (Continued) EERELTEH (&)
Turnover Rate by Gender' EHRE D WEERLE"
Gender 1 5l 2022 F 20214
Male S 37.8% 28.6%
Female oy 21.3% 30.4%
Turnover Rate by Age Group' RERAERNSDNEERLE"
Age group F iR 2022 F 2021 &
Aged under 30 30 AT 28.6% 37.0%
Aged 30 to 50 30 & 507K 33.6% 21.6%
Aged over 50 50 BRUA E - 66.7 %
Turnover Rate by Geographical Area’ EiES s WEERKE"
Geographical area HhE 2022 20214
Mainland China EAEIPN 32.2% 28.7%
Hong Kong, China REES 10.0% 41.7%
Note: Kat -
1. The Number of employees left during 1. R S B A 2k
turnover the financial year L’;iz = iR 8 A '
rate of the ~ Number of employees as at the first X 100% e REtmEEyge  x 100%
Group day of the financial year+Number of BEAH + RETBEF
new hires during the financial year EALaE 8 AH
B2. Health and Safety B2. REHZZ

The Group strives to provide a safe and
healthy workplace to its employees. We have
established a policy or guideline of occupational
health, in accordance with the “Law of the
People's Republic of China on the Prevention
and Control of Occupational Diseases’,
“"Occupational Safety and Health Ordinance” of
Hong Kong and other related laws. The Group
has encouraged its employees to report to the
administration department of the Group for any
health and safety issues related to workplace
that they are aware or concerned of, so that
such risks will be mitigated or reduced by the
Group. The Group and its employees work
together to build a healthy and safe working
environment.

AEEBHBEEBREELTE@EE
TR - WP E(PEAR
HABEBEREE)REED
(B 2 2 e 42 BRI B )35 58 A
1) 4% I B R 42 BRI sl 48 5] » AN
SESEEERASEITRABR
BRIE(AI A B %IRRT TIES
PIEERLZEEE  EAKH
HERSOBEARRA RS - BBF A 1F
MEREIRLZENTIERE -
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SOCIAL (Continued)

B2.

Health and Safety (Continued)

There were no work-related fatalities or
permanent disability occurred in each of the
past three years including the Reporting Period,
and there were no lost days (2021: 0 lost
day) due to work injuries during the Reporting
Period. During the Reporting Period, the Group
was not aware of any material non-compliance
with laws and regulations related to safety and
health, including but not limited to “Law of the
People's Republic of China on the Prevention
and Treatment of Occupational Diseases” of
the PRC and the “Occupational Safety and
Health Ordinance” of Hong Kong, which have a
significant impact on the Group.

The Group has adopted the following
occupational health and safety measures:

o Purchasing ergonomic design furniture,
locating multi-function copy machines in
separate areas, and procuring lightings
suitable for reading, to reduce the risk of
health hazard for employees;

° Providing different occupational health
trainings for employees of different
positions (including drivers and security
guards);
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B. SOCIAL (Continued) B. #&(#&)

B2. Health and Safety (Continued) B2. REHZZ (&)

o Arranging regular inspections on fire
equipment and safety facilities (including
installing fire distinguishers) in the
offices and replacement of expired fire
distinguishers;

o In addition to providing security guards
with torches, alarms and other safety
equipment, and providing training
courses for security guards to enhance
their awareness of self-safety;

o Arranging regular overhauls for vehicles
of the Group to ensure their proper
functioning so as to safeguard the safety
of drivers; and

o Organising regular safety education
seminars for tenants in the Shenzhen
GDC Building and employees and
arranging fire trainings and drills.

In addition, we did our best to prevent and
control the COVID-19 pandemic in 2022. The
Group’s property management company was
responsible for the prevention and control
of the pandemic for tenants, employees and
visitors entering and leaving the GDC Building
on a daily basis, whereby all personnel are
required to wear masks and check their body
temperature before entering the building. Office
and public areas are disinfected regularly while
suspending of fingerprint door access control
system (the “Fingerprint System”) and replaced
by access card for access control management
to avoid share use of the Fingerprint System'’s
screen. Meanwhile, we cooperated with the
community to promote effective prevention
work for the pandemic and encourage
employees to get vaccinated. Employees are
required not to travel to medium-and-high-
risk areas, and immediately report to their
immediate superiors and the Human Resources
Department if any flu symptoms such as fever,
cough, and headache occurred. The Group also
provided employees with surgical masks and
anti-pandemic items such as alcohol-based
handrubs were available in the offices while
following the government’s recommendations
and implementing a work-from-home policy,
flexible working hours and staggered meal
break to maintain an appropriate social distance
and reduce the risk of infection.
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SOCIAL (Continued)

B2.

B3.

Health and Safety (Continued)

The Group also pays attention to the
employees’ physical and mental health while
the administration department of the Group
organises leisure and exercise activities for its
employees regularly to actively encourage its
employees to seek for a balance between work
and life. A leisure area for its staff in the office
of the Shenzhen GDC Building was established,
so that the staff from the creative department
are able to find new inspiration at any time
in the leisure area. Fitness and recreational
facilities are also provided to allow its staff to
lay down their jobs when necessary and take a
break to “recharge” themselves before getting
back to work.

Development and Training

We firmly believe that providing adequate
training to our employees is critical to the
growth of the Group. As a result, the Group has
formulated the “Staff Training and Management
Policy” to provide pre-employment or job-
transfer professional training to new recruits
and post-transfer staff to ensure their abilities
to cope with their job duties. Furthermore,
the Group has organised a number of on-job
training courses and seminars on different
subjects for employees to share information
and improve their skills so as to familiarize
them with any professional skill sets and
enhance their awareness to innovate. On top of
the traditional off-the-job training, the Group is
endeavored to developing a network in respect
of trainings in order to diversify the Group's
access to corporate training. In addition,
the Group will provide financial assistance
for employees attending external training in
response to their career development needs.
For further details regarding anti-corruption
training, please refer to the section headed
"B.7 — Auti-corruption”
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B. SOCIAL (Continued) B. #H&(#&)
B3. Development and Training (Continued) B3. BERIEI(E)
In 2022, the Group organised 10 seminar MN20224F - $§’%%¥))¥T1Q1
programmes, including product trainings for BERE NABREBRAER
virtual characters, special marketing trainings Bl KEPITHEZREIIRE
for major customers and professional trainings EEEHEIE -

for animation etc.

During the Reporting Period, the number of REBERRERAANZINETH
employees trained of the Group was 125 B #125 A (20214 : 189 A ) -
(2021: 189), and the average training hours per FTHBMAEIMNZINE OB
employee' were approximately 0.63 hours (2021: 0.63/NEF(20214F : #90.5/\F ) »

approximately 0.5 hours).

Percentage of employees trained (%)?
FIEEE DL (%)?

2022 2021 2022 2021
By gender By employment type
R RIE 2 RESERE S
Male Manager level or above
S 73 100 RIBARSIA 95 100
Female General staff
egid 94 100 LT@ET 78 100

Average training hours per employee (hours)’

BT AR EB ()"

2022 2021 2022 2021
By gender By employment type
R RIE D RESERE S
Male Manager level or above
Sk 0.76 0.27 KIBR A E 1.71 0.96
Female General staff
egid 0.46 0.85 LTwET 0.22 0.38
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B. SOCIAL (Continued)

B3. Development and Training (Continued)

Notes:
Total training hours of employees
The Group's in the category during the
| average training _ financial year
’ hours per Total number of employees in
employee the category at the end of the
financial year
The number of employees
, trained in the category
The Grc;ups during the financial year
percentage
of employees Total number of X 100

employees in the
category at the end of
the financial year

trained

B4. Labour Standands
Prevention of child or forced labour

The Group has complied with all laws and
regulations related to the prevention of child
or forced labour, including but not limited
to “Labor Law of the People's Republic of
China’} “Provisions on the Special Protection
for Juvenile Workers” and “Provisions on the
Prohibition of Using Child Labor of the People's
Republic of China” of the PRC, as well as
“"Employment of Children Regulations” and
“"Employment of Young Persons (Industry)
Regulations” of Hong Kong. During the
Reporting Period, the Group did not find any
material violation of laws and regulations
related to the prevention of child or forced
labour.
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B. SOCIAL (Continued)

B4.

Labour Standands (Continued)
Prevention of child or forced labour (Continued)

The Group strictly prohibits the employment
of any child labour, and requires applicants to
provide true and accurate personal information
in open recruitment, and submit it to the
recruiters for cautious review. The materials
to be reviewed include academic certificates,
ID cards, etc. The Group has created a well-
established recruitment process to check
the background of candidates and a formal
reporting procedure to handle any exceptions.
Besides, regular reviews and inspections to
prevent any child labour during the operations
will be conducted. If it is found that child labour
is wrongly hired, the Group will immediately
suspend the child labour from work and follow
up the case.

In order to avoid forced labour, the working
hours, public holidays and rest days are clearly
stated in the employee contract. As a matter of
principle, the Group advocates the completion
of work within normal hours and does not in
any way force any employee to work overtime
against their will or impose any form of work-
related corporal punishment or coercion on
any employee. The Group is also required to
grant appropriate time off or overtime pay to
employees who have been approved to work
overtime. In case of any forced labour found, it
will be immediately investigated by the Group.
Once a case of non-compliance is confirmed,
the Group may take disciplinary action against
any person responsible for the incident.
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SOCIAL (Continued)

B5.

Supply Chain Management

In strict reference to the relevant provisions
including “Bidding Law of the People’s Republic
of China’ the Group has formulated a set of
sound procurement systems. According to
the principle of fair competition, the Group
determines the purchase of materials in the
form of direct procurement or price comparison
based on the value of products or services.
Suppliers are carefully selected through product
or service quality and price to ensure that
the products and services are good value for
money, and to reduce the incidence of fraud.
In addition, the Group requires suppliers to
provide legal documents for production and
sales of products and licenses if necessary, and
ensures transparency and accountability in the
procurement process to safeguard the security
and compliance of the supply chain.

In order to avoid bias in the selection of
suppliers, our administration department has
compiled the “List of Appropriate Suppliers’”
This not only saves time and money in
identifying suppliers and also ensures the
quality of suppliers. At the same time, the
Group carries out long-term quality monitoring
and regular reviews against all its suppliers.
If any significant changes in a supplier’s
qualification or serious quality problems arise,
the Group will immediately stop purchasing
products or services from that supplier.

In addition, the Group also takes full account
of the social, ethical and environmental
performance of suppliers in the procurement
process. The Group is required to review the
followings in the regular audit of suppliers:

o The suppliers understand the environmental,
social and ethical issues related to its
business and has established minimum
standards for these issues;

o Key suppliers and suppliers with higher
risks have management systems in place
to deal with environmental and social
issues and risks;
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B. SOCIAL (Continued)

B5. Supply Chain Management (Continued)

Discrimination against small and medium
enterprises or local suppliers can be
minimised with the premise that the
needs of the Group can be met;

The accuracy of the information provided
by suppliers are identified through the
review, third-party verification or similar
procedures; and

Under other conditions being the same,
the Group prefer suppliers who are
responsible for the environment and
society, or those who promote products
and services that are favourable to the
environment.

In 2022, the Group had a total of 78 key
suppliers (2021: 169). All suppliers have
passed the review conducted by the above
practices during the Reporting Period. During
the Reporting Period, the Group was not aware
of any material adverse impact on business
ethics, environmental protection, human rights
and labour practices of any of its key suppliers.

Geographical Distribution of Key Suppliers
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SOCIAL (Continued)

B6.

Product Responsibility

The Group has actively complied with
“Advertising Law of the People’s Republic of
China’ “Law of the People’s Republic of China
on the Protection of Consumer Rights and
Interests’;] “Product Quality Law of the People’s
Republic of China’, “Trademark Law of the
People's Republic of China’] “Patent Law of the
People’s Republic of China” and “Copyright
Law of the People's Republic of China” of
the PRC, as well as the “Trade Descriptions
Ordinance” of Hong Kong and other laws
and regulations. During the Reporting Period,
the Group was not aware of any material
non-compliance with laws and regulations
related to product and service quality. For the
sustainable development of the Group, it is of
utmost importance to achieve and maintain a
high standard of product and service quality.
To ensure that we provide quality products
and services to our customers, the Group
regularly monitors the project process of
the products. Through a series of tests, we
compare the actual results with the expected
results, so as to identify anomalies and areas
for improvement and strive for excellence. As
the Group is principally engaged in CG Creation
and Production as well as property leasing
and management services, the Group is not
engaged in product recall procedures and does
not have any products sold that are required to
be recalled for safety and health reasons (2021:
Nil).
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B. SOCIAL (Continued)

B6.

Product Responsibility (Continued)

Intellectual Property Protection

As a company in the creative industry, the
Group recognises the importance of adhering
to safeguarding and complying with intellectual
property rights. As for this, the Group has
formulated relevant internal measures, and
strictly enforced internal and external laws and
regulations to prevent inadvertent infringement
of the intellectual property rights of others
during the process of creation and business
operations. In addition, the Group will also
apply for copyright registration for original
drama series or films, and protect the Group's
intellectual property rights through commercial
confidentiality agreements and other
agreements restricting the use of the Group's
intellectual property rights.

Customer Services and Complaint Handling

The Group is committed to providing high-
quality service experience to customers through
standardised service quality, humanised service
process and normalised service management.
Regarding the complaints about products and
services, the Group has established procedures
for handling complaints and has arranged staff
dedicated to follow up on each individual case
to resolve the problems raised by clients in
respect of designated matters. The property
management business of the Group conducts
surveys and visits to tenants on a regular
basis to collect opinions thereby improving
the property management plan. During the
Reporting Period, the Group was not aware
of any significant complaints concerning the
products or services (2021: Nil).
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SOCIAL (Continued)

B6.

Product Responsibility (Continued)

Protection of Stakeholders’ Information and
Privacy Policy

The Group exercises caution in its daily
operations to safeguard stakeholders’
personal data as well as uses and handles the
stakeholders’ personal data under “Personal
Information Protection Law of the People's
Republic of China” of the PRC and the “Personal
Data (Privacy) Ordinance” of Hong Kong
accordingly, which includes setting up password
as to the electronic document of stakeholders’
data and the password will only be available
to authorised employees. All stakeholders’
personal data are for commercial operation
purposes of the Group only and shall never
be resold to any third parties. In addition, all
employees have entered into a confidentiality
agreement in order to regulate and limit the
utilisation of the Company’s data by employees,
so as to further protect the personal data of the
stakeholders. These measures and practices
are also regularly reviewed within the Group to
reduce the risk of data and privacy leakage.

Advertising and Labelling

The Group has set up guidelines related
to advertising and labelling to regulate the
advertising and labelling of products. The
Group conducts a rigorous review of its sales,
marketing, advertising strategies and materials
related to the products and services it offers,
and ensures that our organisational marketing
and advertising to potential clients and agents
is ethical and accurate, in compliance with
applicable laws and regulations.
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B. SOCIAL (Continued)

B7.

Anti-corruption

The Group strictly requires all directors and
employees to act based on ethical conducts,
and prohibits all bribery, extortion, fraud and
money laundering. The Group has complied
with all laws and regulations related to the
prevention of bribery, extortion, fraud and
money laundering, including but not limited
to “Criminal Law of the People’s Republic of
China’ "Company Law of the People’'s Republic
of China”, "Bidding Law of the People’s
Republic of China”l "Anti-Unfair Competition
Law of the People’s Republic of China” of PRC
and the “Prevention of Bribery Ordinance” of
Hong Kong etc. During the Reporting Period,
the Group was not aware of any material non-
compliance with laws and regulations related
to the prevention of bribery, extortion, fraud
and money laundering, nor had there been any
concluded corruption lawsuits brought against
the Group or its employees.

Upon discovery of any misconduct by any
colleague or superior, an employee may inform
the Group’s internal audit manager or the Audit
Committee directly through email in accordance
with the “Whistleblowing Policy” and each
whistleblowing email is only available to the
internal audit manager or the Audit Committee.
Upon receipt of such whistleblowing email, the
internal audit manager will immediately initiate
an investigation according to the procedures
and report the findings to the Chairman and
the Audit Committee. In addition, the internal
audit department regularly conducts internal
sampling reviews regarding daily operations
of the business divisions to reduce the risk of
bribery, extortion, fraud and money laundering.
During the Reporting Period, our Directors and
employees received anti-corruption training
courses, of which contents include but are
not limited to “Anti-corruption Programme - A
Guide for Listed Companies’ “Anti-corruption
Policy Training” and "“Toolkit on Directors’
Ethics” Through relevant trainings, Directors
and employees at different levels have learnt
more about their corresponding roles and
responsibilities in respect of anti-corruption and
business ethics, as well as the precautions for
operation compliance.
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SOCIAL (Continued)

BS.

Community Investment

Since its establishment 21 years ago, the
Group has been deeply involved in the
cultural and creative industry, conscientiously
implementing the government’s policy of
“Developing the country through science and
education” (B}ZFEE]), and actively supporting
the construction of community public welfare in
various operating locations. The scope involved
includes children’s science education, culture
and art and other fields, contributing to the
improvement of the quality of children’s science
and culture education.

According to the “"Community Investment
Policy” when making decisions on the
direction of community investment, the Group
relied on the company’s rich cultural and
creative animation resources from which the
management selected appropriate content
and themes, and organised and participated
in various public welfare activities after taking
account into the needs of the communities
where it operates. The Group has held
hundreds of offline popular science education
activities with the theme of original works,
covering libraries, campuses, classrooms and
communities across the PRC. Among which,
the National Defense Lecture Hall (B [ K &
&) with the theme of “Captain Shunliu (JIE&

£ )" the animation lecture by the main creator
and the public welfare lecture on Caring for
“Little Migratory Birds (/ME&)” were not only
popular among children, but are recognised by
relevant government authorities.
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B. SOCIAL (Continued)

BS.

Community Investment (Continued)

The Group endeavoured to implement the
Shenzhen's strategy of building a “Child-friendly
City" During the summer holiday, it carried out
activities to popularise science in the cultural
and creative industry for children from time to
time, and provided opportunities for children
to be exposed to cutting-edge scientific and
technological information. During the Reporting
Period, the Group was awarded the honorary title
of “Child-Friendly Practice Base of Shenzhen’
Among which, in order to cater for logistics
workers who strive to provide services for the
community during the pandemic, the Group
fulfilled its corporate responsibility by assisting
with the popular science education activities in
Nanshan District, Shenzhen as well as guiding
the children of logistics workers in Shenzhen
to learn about the production process, working
environment and atmosphere of animation
creation, and appreciate the Group’s original
animation works, so as to arouse children’s
curiosity and inquisitiveness about the world of
digital culture.
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SOCIAL (Continued)

BS.

Community Investment (Continued)

During the Reporting Period, the Group was
in a proactive response to “Toy Collection
on Children’s Day"” launched by Shenzhen
Toy Industry Association to show its love
to orphaned and disabled children in social
welfare service centres, and donated co-
branding stationery of products for free,
including pen holders, DIY origami and
multifunctional measuring scale, to spread
positive energy.

The Group also endeavoured to encourage
employees to participate in various social
services and public welfare activities. During
the Reporting Period, the property team of
the Group acted courageously during the
pandemic in Mainland China. Under the
situation of manpower shortage, they quickly
dispatched personnel to assist in works
such as order maintenance as needed in
the community. In addition, the employees
in Hong Kong also continued to participate
in “Love Teeth Day"” co-organised by the
Community Chest of Hong Kong, the Hong
Kong Dental Association, and the Oral Health
Education Division of Department of Health
for the people in need during the Reporting
Period.
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REPORT OF THE DIRECTORS

The Directors herein present their report and the audited
consolidated financial statements of the Group for the year
ended 31 December 2022 (the "Year”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries are set
out in note 33(e) to the consolidated financial statements of
this annual report.

RESULTS

The results of the Group for the year ended 31 December
2022 and the state of affairs of the Group at that date are
set out in the consolidated financial statements on pages
117 to 238 of this annual report.

The Board does not recommend the payment of final
dividend for the year ended 31 December 2022 (2021: Nil).

BUSINESS REVIEW

A fair review of the Group's business, a discussion and
analysis of the Group's performance during the Year and
an analysis of the likely future development of the Group's
business are set out in the sections headed "CHAIRMAN'S
STATEMENT"” and "MANAGEMENT DISCUSSION AND
ANALYSIS" of this annual report.

Save for note 32 to the consolidated financial statements,
of this annual report, there is no important event affecting
the Group that had occurred since the end of the Year up to
the date of this annual report.

In addition, discussion on the Group's environmental policies
and performance, key relationships with the Company’s key
stakeholders as well as compliance with relevant laws and
regulations which have significant impact on the Company
are set out in the section headed "ENVIRONMENT, SOCIAL
and GOVERNANCE REPORT" of this annual report.

THE GROUP’S PRINCIPAL RISKS AND UNCERTAINTIES

Description of the principal risks and uncertainties facing
the Group are set out in the section headed "CORPORATE
GOVERNANCE REPORT" of this annual report and note 3 to
the consolidated financial statements respectively. Also, the
details of the other key risks of the Group are set out in the
section headed "CORPORATE GOVERNANCE REPORT" of
this annual report.
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FIVE YEARS FINANCIAL SUMMARY

A summary of the published consolidated results and assets
and liabilities of the Group for the last five financial years
are set out on page 239 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment
of the Group during the Year are set out in note 16 to the
consolidated financial statements.

INVESTMENT PROPERTY

Details of movements in the investment property of
the Group during the Year are set out in note 18 to the
consolidated financial statements.

Particulars of the investment property of the Group as at
the end of the reporting period are set out on page 240 of
this annual report.

SHARE CAPITAL

Details of movements in the Company's share capital during
the year are set out in note 23 to the consolidated financial
statements.

RESERVES

Details of movements in the reserves of the Group during
the year are set out in the consolidated statement of
changes in equity on page 122 of this annual report.

DIRECTORS

The Directors during the Year were as follows:

Mr. Xu Liang

Mr. Wang Hongpeng

Mr. Xiao Yong

Mr. Chen Zheng*

Prof. Japhet Sebastian Law*
Mr. Lam Yiu Kin*

Mr. Zheng Xiaodong*

Mr. LiYao*
# Non-executive Director
* Independent Non-executive Director
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DIRECTORS (Continued)

In accordance with clause 87(2) of the bye-laws of the
Company (the “Bye-laws”) and pursuant to Appendix
15 of the GEM Listing Rules, Mr. Xu Liang, Mr. Chen Zheng
and Mr. Li Yao shall retire from office by rotation at the
forthcoming annual general meeting of the Company and,
being eligible, offer themselves for re-election.

The Company has received from each of the Independent
Non-executive Directors an annual confirmation of
independence pursuant to Rule 5.09 of the GEM Listing
Rules. The Company considers that all of the Independent
Non-executive Directors are independent.

BIOGRAPHICAL DETAILS OF DIRECTORS

Biographical details of the Directors are set out in
the section headed “"DIRECTORS’ AND SENIOR
MANAGEMENT'S BIOGRAPHIES" on pages 7 to 11 of this
annual report.

DIRECTORS’ SERVICE CONTRACTS

Mr. Xu Liang has entered into a service contract with the
Company for a term of three years commencing from
1 January 2023. Each of Mr. Wang Hongpeng and Mr. Xiao
Yong has entered into a service contract with the Company
for a term of three years commencing from 1 January 2022.

Mr. Chen Zheng has entered into a letter of appointment
with the Company for a term of three years commencing
from 11 December 2020.

Prof. Japhet Sebastian Law has entered into a letter of
appointment with the Company for a term of three years
commencing from 1 January 2023. Mr. Lam Yiu Kin has
entered into a letter of appointment with the Company for
a term of three years commencing from 1 January 2021.
Mr. Zheng Xiaodong has entered into a letter of appointment
with the Company for a term commencing from 1 January
2022. Mr. Li Yao has entered into a letter of appointment
with the Company for a term commencing on 29 March
2021 and ending on 31 December 2023.

No Director proposed for re-election at the forthcoming
annual general meeting of the Company has a service
contract with the Company, which is not determinable
by the Company within one year without payment of
compensation, other than statutory compensation.

REPORT OF THE DIRECTORS
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EMOLUMENT POLICY

The emoluments of the Executive Directors are
determined by the Remuneration Committee with
delegated responsibility regarding their experience, duties,
performance and the prevailing market conditions. The
remuneration of the Non-executive Director and Independent
Non-executive Directors are recommended by the
Remuneration Committee and approved by the Board. No
Directors are involved in deciding their own remuneration.

The Group offers competitive remuneration packages,
including medical and retirement benefits, to eligible
employees. Apart from a basic salary, the Executive
Directors and employees are eligible to receive a
discretionary bonus taking into account the factors such
as market conditions as well as corporate and individual's
performance during the year.

The Group has adopted a share option scheme as an
incentive to the Directors and eligible employees, details of
which are set out in “"SHARE OPTION SCHEME" below and
note 24 to the consolidated financial statements.

Details of the emoluments of the Directors, and five highest
paid individuals during the Reporting Period are set out in
note 10 to the financial statements.

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

As at 31 December 2022, the interests and short positions
of the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the SFO) which had been notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which they were deemed or taken to have under
such provisions of the SFO) or which were required to
be and are recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO, or
as otherwise required to be notified to the Company and
the Stock Exchange pursuant to the required standard of
dealings by Directors as referred to in Rules 5.46 to 5.67 of
the GEM Listing Rules were as follows:
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

Long positions in the ordinary shares (the “Shares”) and
underlying Shares of the Company

REPORT OF THE DIRECTORS
EEERES

EERBEITRAEBRRKRSG - HBEROKE
EEREDZNAR (F)

RARBDEBER ([RH 1) REBRD 2FA

Number of Shares/underlying Shares

Approximate
held in the Company

percentage

BEARDARSG HBERGEE of total

Interests issued share

Capacity in which Interests under equity Total capital of the

Name of Director interests are held in Shares  derivatives interests Company

N

BRITRAE

RBRASTE By

EENE BEREZEH REpzERE IEzER “aEs  HOEH

Mr. Chen Zheng Beneficial owner 185,988,200 - 185,988,200 12.36%
B EEE EREBA

Mr. Wang Hongpeng Beneficial owner 2,358,000 - 2,358,000 0.15%
FTRIELE ExEBA

Mr. Xiao Yong Beneficial owner 380,000 - 380,000 0.03%
H BEXA& ExEBA

Save as disclosed above, as at 31 December 2022, none K ESCFTIEESN - 72022F 12 A31H « &

of the Directors, chief executives of the Company or their
respective associates had any interests or short positions
in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company under Section 352 of
the SFO or as otherwise, notified to the Company and the
Stock Exchange pursuant to Rules 5.46 to 5.67 of the GEM
Listing Rules.

DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Save as disclosed in "DIRECTORS’" AND CHIEF
EXECUTIVES' INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES”
above, at no time during the Year was the Company or any
of its subsidiaries a party to any arrangement to enable the
Directors or their respective spouse or children under 18
years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other
body corporate.
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DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS (Continued)

No transactions, arrangements or contracts that is significant
to which the Company or any of its subsidiaries was a party
and in which a Director or its connect entity had a material
interest, whether directly or indirectly, subsisted at the end
of the Year or at any time during the Year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

During the year ended 31 December 2022, none of the
Directors had an interest in a business (other than those
businesses where the Director was appointed as a Director
to represent the interests of the Company and/or any
member of the Group) which is considered to compete
or is likely to compete, either directly or indirectly, with
businesses of the Group.

EQUITY-LINKED AGREEMENTS

Save for the "SHARE OPTION SCHEME" disclosed below,
no equity-linked agreements was entered into by the Group,
or existed during the year ended 31 December 2022.

PERMITTED INDEMNITY PROVISION

As permitted by the Bye-laws, every Director shall be
entitled to be indemnified out of the assets and profits of
the Company from and against all actions, costs, charges,
losses, damages and expenses which he/she may sustain
or incur or sustain in or about the execution of the duties
of his/her office or otherwise in relation thereto, and no
Director shall be liable for any loss, damages or misfortune
which may happen to or be incurred by the Company in
the execution of the duties of his/her office or in relation
thereto, provided that this indemnity shall not extend to any
matter in respect of any fraud or dishonesty.

There is appropriate directors’ and officers’ liability insurance
coverage for the Directors and officers of the Group.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2022, to the best knowledge of the
Directors, the following persons (other than the Directors or
chief executive of the Company) had an interests or short
positions in the shares or underlying shares which fall to be
disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or as recorded in the register
required to be kept by the Company pursuant to section 336
of the SFO:

Long positions in the Shares of the Company

Capacity in which

Name of shareholder interests are held

REPORT OF THE DIRECTORS
EEERES

FERRRRMD - HERD R EEE 2 ES
1599}

R2022F12 A31 8 » MESAEA » R H
AR P A R IER(E F R HE GBI E XV
E 2 MBI EBIE AR AR A I & KR A
NERIB(ESR R BEEDI)E I3 IEATEN
ERMasmERSARENALT(EERAR
RIEZITHABRIN AT :

RAERABRD 2HFR
Approximate
percentage of
Number of total issued
Shares held share capital of

in the Company the Company

HARAT

ERITRAEY

RERER BHEERZEH FFAQRIRHEE ZHHNBE DL

Shougang Group Co., Ltd. Interests of controlled 619,168,023 41.16%
(“Shougang Group"”) corporations (Note)
BilEEAERAR([HMERE]) REEE (Hiat)

Shougang Holding (Hong Kong) Interests of controlled 619,168,023 41.16%
Limited (“Shougang Hong Kong") corporations (Note)
BHER (B8) BRAR] REEE (Hiat)

(I58EE]D

Upper Nice Assets Ltd. Beneficial owner 619,168,023 41.16%
(“Upper Nice") EnEBA (Note)
(Hiat)

Note: Upper Nice is a wholly-owned subsidiary of Shougang Hong  A/## : Upper Nice AR EEE (HaMEE2EHR)

Kong which is in turn wholly-owned by Shougang Group.
Accordingly, all these corporations are deemed to be interested
in the share capital of the Company which Upper Nice is
interested under the SFO.

Save as disclosed above, as at 31 December 2022, the
Directors were not aware of any other persons (other than
the Directors or chief executive of the Company) who had
an interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
under Divisions 2 and 3 of Part XV of the SFO, or which
would be required, pursuant to Section 336 of the SFO, to
be entered in the register referred to therein.
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PUBLIC FLOAT

Based on the information that is publicly available to the
Company and to the best of the knowledge of the Directors,
there is a sufficiency of public float of the Company's
securities as required under the GEM Listing Rules as at
the date of this annual report.

SHARE OPTION SCHEME

The Shareholders adopted a share option scheme at the
annual general meeting on 18 June 2013 (the “2013 Share
Option Scheme”), which complies with the requirements of
Chapter 23 of the GEM Listing Rules. No share option has
been granted under the 2013 Share Option Scheme since
its adoption. The 2013 Share Option Scheme is valid and
effective for a period of 10 years.

The purpose of the 2013 Share Option Scheme was to
motivate Eligible Persons (Note 1) to optimise their future
contributions to the Group and/or to reward them for
their past contributions, to attract and retain or otherwise
maintain on-going relationships with such Eligible Persons
who are significant to and/or whose contributions are or
will be beneficial to the performance, growth or success
of the Group, and additionally in the case of any proposed
employee or a person for the time being seconded to
work full-time or part-time for any member of the Group
(“Executive”), to enable the Group to attract and retain
individuals with experience and ability and/or to reward
them for their past contributions.

The total number of shares available for issue under the
2013 Share Option Scheme is 151,825,554, representing
approximately 10% of the Company's total issued share
capital as at the date of this annual report. Unless approved
by Shareholders, the total number of shares issued and
to be issued upon exercise of the share options granted
to each Eligible Person (including exercised, cancelled and
outstanding options) in any 12-month period must not
exceed 1% of the total share capital of the Company in
issue.

A grant of an option can be made at any time as specified
by the Board, so long as such grant is made within 8 years
from the effective date of 2013 Share Option Scheme, being
18 June 2013. Once an offer of the grant of an option is
made, a period of no more than 28 days will be given to
accept such offer. On or before acceptance of the offer,
HK$1 is to be paid as consideration to the Company.
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SHARE OPTION SCHEME (Continued)

The exercise price shall be determined by the Board which
shall not be less than whichever is the highest of: (i) the
nominal value of a share of the Company; (ii) the closing
price of the shares of the Company as stated in the Stock
Exchange’s daily quotation sheet on the date of offer of
share options; and (iii) the average closing price of the
shares of the Company as stated in the Stock Exchange's
daily quotation sheet for the five business days immediately
preceding the date of offer of share options. The Board
also has the absolute discretion to determine the minimum
period an option must be held before it can be exercised.

No share option was granted since its adoption according
to the 2013 Share Option Scheme. As at the date of this
annual report, the remaining life of the 2013 Share Option
Scheme is approximately 3 months.

Note:

1 Pursuant to the terms of the 2013 Share Option Scheme,
Eligible Persons means “an Executive; a director or proposed
director (including an independent non-executive director) of any
member of the Group; a direct or indirect shareholder of any
member of the Group; a supplier of goods or services to any
member of the Group; a customer, consultant, business or joint
venture partner, franchisee, contractor, agent or representative
of any member of the Group; a person or entity that provides
design, research, development or other support or any advisory,
consultancy, professional or other services to any member of
the Group; and an associate of any of the foregoing persons.”
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REPURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 December 2022, the Company
repurchased its ordinary shares on the Stock Exchange as
follows:

BE HEIEEAQAFZ LTEE

REZE2022F 12 A3 BILFE AR A ER
BRATRE D 2 EBR BT

Number of

ordinary Highest Lowest Aggregate
shares price paid price paid consideration
Month of the repurchases repurchased per share per share paid
EEm sREN BREMN 21148
| A4 ZERY BafE BRIEE RE
HK$ HK$ HK$
BT BT BT
November 2022 4,100,000 0.072 0.072 295,200

2022F 11 A
Total 4,100,000 295,200

A3t

During the year, all repurchased shares were cancelled and
the issued share capital of the Company was reduced by
the nominal value thereof. The purchases were made for
the benefit of the Company’s shareholders with a view to
enhancing the net value of the Company and its assets and/
or its earnings per share of the Company.

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company's listed securities (whether on the Stock Exchange
or otherwise) during the year ended 31 December 2022.

PRE-EMPTIVE RIGHTS

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

DISTRIBUTABLE RESERVES

As at 31 December 2022, the Company did not have any
reserves available for distribution.
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UPDATE ON LITIGATIONS

Details of the business disputes between /&R IBIREIEA|
BEXABMR AR ("Guangdong GDC"), a non-wholly owned
subsidiary of the Company, and FKIEF&RH AR A A
("Pearl River Film Production”) in respect of the Pearl River
Film Cultural Park and litigations resulted therefrom were
reported in the preceding financial year and the first, the
second and the third quarter of this year. Updates are as
follows:

1. In April 2019, Pearl River Film Production filed an
action with the Intermediate People’s Court of
Guangzhou City of Guangdong Province of the PRC
(FEIEREEMNTHRARZER) (the “Guangzhou
Intermediate People’'s Court”), requiring Guangdong
GDC to pay the property occupation fee of the Pearl
River Film Cultural Park and related interest for the
period between 23 March 2016 and 22 March 2019 in
the amounts of RMB148,745,800 and RMB9,593,000
respectively.

On 30 December 2019, the decision for the trial
of first instance was made by the Guangzhou
Intermediate People’'s Court that Guangdong GDC
was required to pay the property occupation fee of
the Pearl River Film Cultural Park and related interest
for the period between 23 March 2016 and 11
September 2019 in the amounts of RMB41,656,989
and RMB3,813,331, respectively.

Each of Pearl River Film Production and Guangdong
GDC filed an appeal with the Higher People's Court
of Guangdong Province of the PRC (FEIER A SR A
RJ%BR) (the “Guangdong Higher People’'s Court”). On
30 March 2021, a civil judgment from the Guangdong
Higher People’s Court was made, the judgment
from the Guangzhou Intermediate People’'s Court
was set aside and the case shall be returned to the
Guangzhou Intermediate People’s Court for re-trial.
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UPDATE ON LITIGATIONS (Continued)

1.

(Continued)

On 13 December 2022, a civil judgment for
re-trial from Guangzhou Intermediate People’s
Court (the “Guangzhou Intermediate People’s Court
Civil Judgment for Re-trial”) was handed down
to Guangdong GDC. According to the Guangzhou
Intermediate People’s Court Civil Judgment for Re-
trial, Guangdong GDC is required to pay property
occupation fee to the Pearl River Film Production of
RMB157353,781 for the period between 23 March
2016 and the day when Guangdong GDC returned
the entire Pearl River Film Cultural Park to Pearl River
Film Production. All other claims made by Pearl River
Film Production were dismissed.

Each of Guangdong GDC and Pearl River Film
Production filed an appeal with the Guangdong Higher
People’s Court. As at the date of this report, no
judgment has been handed down for the appeal.

In April 2019, Pearl River Film Production filed an
action with the People’s Court of Haizhu District of
Guangzhou City of the PRC (FEIE/MNM /SkE ARE
Bit) (the “People's Court of Haizhu District”), requiring
Guangdong GDC and EMESHEELEEERERA
7], an indirect non-wholly owned subsidiary of the
Company (“Gaoshang Property Management*"”) to
pay the property occupation fee of the car park of
the Pearl River Film Cultural Park in an amount of
RMB26,457,900 for the period between 1 August
2015 and 21 June 2018 and related interest in the
amount of RMB2,520,062 for the interest as of
27 March 2019.

On 30 April 2020, the decision for the trial of first
instance was made by the People's Court of Haizhu
District that Guangdong GDC and Gaoshang Property
Management were required to pay the property
occupation fee of the car park of the Pearl River Film
Cultural Park in the amount of RMB3,854,363 and
related interest for the period between 1 August 2015
and 21 June 2018.

* For identification purpose only
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UPDATE ON LITIGATIONS (Continued)

2.

(Continued)

The Guangzhou Intermediate People's Court made
the final judgment on 27 September 2020 in which
the original judgment was upheld. The judgment was
enforced by both parties in November 2020 and the
case proceedings were concluded.

On 8 March 2021 Pearl River Film Production has
applied to the Guangdong Higher People’s Court for
setting aside of the abovementioned final judgment,
and initiated a re-trial of the legal proceedings. As at
the date of this annual report, no judgment has been
handed down for the re-trial.

In April 2021, Guangdong GDC has initiated legal
proceedings against Pearl River Film Production,
claiming for the (i) return of capital contribution
invested in the construction for the Pearl River
Film Cultural Park and the related interests in the
amount of approximately RMB240,000,000 and
RMB54,900,000, respectively, and (ii) compensation
on losses of RMB20,000,000 borne by Guangdong
GDC arising from the said investment due to breach
of contract by Pearl River Film Production.

On 18 May 2022, a civil judgment (REJBH3RE) (the
“Civil Judgment”) from the Guangzhou Intermediate
People's Court was handed down to Guangdong
GDC. According to the Civil Judgment, the Claims
have been rejected by the Guangzhou Intermediate
People's Court. Guangdong GDC filed an appeal with
the Guangdong Higher People's Court on 1 June
2022. As at the date of this report, no judgment has
been handed down for the appeal.

Should there be any significant update, the Company
will make timely disclosure on the respective
websites of the Stock Exchange and the Company.
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COMPLIANCE WITH LAWS AND REGULATIONS

Save as disclosed in the section headed “"CORPORATE
GOVERNANCE REPORT"” and "ENVIRONMENTAL SOCIAL
AND GOVERNANCE REPORT" of this annual report, the
Group has complied with the relevant laws and regulations
that have a significant impact on the operations of the
Group during the year ended 31 December 2022.

ENVIRONMENTAL PROTECTION

The Group strives to conduct business in an environmentally
responsible manner. The Group has internal guidelines
on energy conservation and emission reduction so as
to minimize the impact on the environment and natural
resources during its operation. Details of the Group's
environmental protection measures and policies are set out
in the section headed "ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT" of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for approximately 40% of the revenue
for the Year and the largest customer included therein
amounted to approximately 13%. Purchases from the
Group's five largest suppliers accounted for approximately
18% of the cost of sales for the Year and the largest
supplier included therein amounted to approximately 5%.
Save as disclosed above, none of the Directors or any of
their associates or any shareholders (which, to the best of
the knowledge of the Directors, owns more than 5% of the
Company's total share capital) had any beneficial interest in
the Group's five largest customers and suppliers.
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RELATION WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group's success also depends on the support from key
stakeholders which comprise employees, customers and
suppliers.

Employees

Employees are regarded as the most important and
valuable assets of the Group. The objective of the Group’s
human resource management is to reward and recognise
performing staff by providing a competitive remuneration
package and implementing a sound performance appraisal
system with appropriate incentives, and to promote career
development and progression by appropriate training
and providing opportunities within the Group for career
advancement.

As at 31 December 2022, the Group has 165 employees in
total (2021: 189).

Customers

The Interactive Entertainment and Digital Assets division
of the Group has established good relationship with
domestic and overseas clients over the years. The division
has maintained close communication with clients and
shared views with existing and potential clients through
participation in industry events in order to have a better
understanding of the clients’ and the animated film
industry’'s requirements for the latest technology of
animation production and its development trend. This also
facilitates the research and development of computer-aided
animation software of the Group that caters to the market
demands and contributes to the provision of quality and
personalized production services to clients, which in turn
helps build up a long-term relationship with clients.

In respect of the leasing business, the Group, dedicated
to improving the quality of property management services,
collects information through various channels, including
regularly visiting tenants, conducting annual survey on
management services and gatherings at leisure time with
a view to gaining a better understanding of the tenants’
general opinions on the services provided by the Group.
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RELATION WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS (Continued)

Suppliers

The Group carefully selects its suppliers and requires them
to satisfy certain assessment criteria including track record,
experience, financial strength, reputation, ability to produce
high-quality products and quality control effectiveness.
Sound relationships with key service vendors of the Group
are important in supply chain, properties management and
meeting business challenges and regulatory requirements,
which can derive cost effectiveness and foster long-term
business benefits. The key service vendors comprise
external consultants which provide professional services and
suppliers of office goods/merchandise.

EVENTS AFTER THE REPORTING PERIOD

Details of significant events occurring after the reporting
period are set out in note 35 to the consolidated financial
statements.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Group was entered into or existed during the year ended
31 December 2022.

RELATED PARTY TRANSACTIONS

Details of related party transactions, which were exempt
from any disclosure and shareholders’ approval requirements
or do not constitute connected or continuing connected
transactions under Chapter 20 of the GEM Listing Rules, are
set out in note 33 to the consolidated financial statements.
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AUDITOR

The consolidated financial statements for the year
ended 31 December 2022 have been audited by
PricewaterhouseCoopers, who will retire and, being eligible,
offer themselves for re-appointment at the forthcoming
annual general meeting. A resolution will be submitted
to the forthcoming annual general meeting to re-appoint
PricewaterhouseCoopers as the auditor of the Company.

CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, the
changes in information of Directors subsequent to the date
of the Company’s interim report 2022 is as follow:

1. Mr. Xu Liang, a Chairman and an executive Director
of the Company, has been resigned as a chairman
and an executive director of Capital Industrial
Financial Services Group Limited (formerly known as
“Shoungang Concord (Group) Limited”) with effect
from 5 August 2022.

By Order of the Board

Xu Liang
Chairman

Hong Kong, 24 March 2023
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INDEPENDENT AUDITOR’S REPORT

18 3L 4% BEM 35 55
i |

pwc

To the Shareholders of Global Digital Creations Holdings
Limited
(incorporated in Bermuda with limited liability)

OPINION

What we have audited

The consolidated financial statements of Global Digital
Creations Holdings Limited (the “"Company”) and its
subsidiaries (the “Group”), which are set out on pages 117
to 238, comprise:

° the consolidated statement of financial position as at
31 December 2022;

° the consolidated statement of comprehensive income
for the year then ended,;

° the consolidated statement of changes in equity for
the year then ended;

° the consolidated statement of cash flows for the year
then ended; and

° the notes to the consolidated financial statements,
which include significant accounting policies and other
explanatory information.

Our opinion

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 2022, 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.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR'S REPORT

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements section of our report.

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

Independence

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.

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.

Key audit matters identified in our audit are summarised as
follows:

° Valuation of investment property located in China

° Provision for rental and settlement payables in relation
to a commercial dispute and litigation
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INDEPENDENT AUDITOR'S REPORT

B BEN RS

Key Audit Matter
BRENSBE

Valuation of investment property located in China

R By R &Y (418

Refer to Note 18 (Investment property) to the
consolidated financial statements.

FELHRAVMBRERMF18(REWE) -

As at 31 December 2022, the fair value of the
Group's investment property located in Shenzhen,
China (“Property”) amounted to HK$238.7 million.
2022124318 BEREUAFEIRIINIRE
ME([MEDNRAER238TEEET °

Management engaged an independent external
valuation expert to assess the fair value of
the Property. The valuation requires the use
of judgement in determining the relevant
methodologies and key assumptions used
including market rent and yield rate used in the
valuation model.

BERECEZEBINMEEERT ENRAARE -
HEACAABECEBETERERRR  BFEGE
RERE A TISHES RiiamE o

We focused on this area due to the financial
significance of the Property to the Group and the
judgement and estimates involved in assessing
the fair value of the Property.

HRESE BEEENVBEZUURNTEMERIR
BFTE R B FIET R - MBI R R -
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How our audit addressed the Key Audit Matter
RPN EFWNAEERRETSE

Our procedures in relation to assessing management’s
valuation of the Property include the following:

BMBREFEEEBHMENEENREFBREATSIA -

o Understood and evaluated the relevant controls
over the valuation of investment property
and assessed the inherent risk of material
misstatement by considering the degree of
estimation uncertainty and level of other
inherent risk factors such as complexity,
subjectivity, changes and susceptibility to
management bias or fraud.
THREFEHREMEGENRBZES - LR
R T T MIRE R E M E A R R EZKFE
(BlERiE R - 8 B RERERERR X
HEFRM#E) - sHEEARERERA N E G RERE -

o With the involvement of our internal valuation
experts, discussed with the external valuation
expert and assessed the methodology and
the key assumptions used in estimating the
fair value of the Property and challenged the
judgement and estimates involved in the
calculation with management.
ERKZMABGEERR - EINPEEERETA
‘Ema' Nt ARG E R R ER A RERR
Fo WHREE R RAE A REEREERD
Bt o

° Evaluated the competency, capabilities and
objectivity of the independent external valuer.

AHEBISNEMEEREE e REFBIE -
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BB RE

Key Audit Matter How our audit addressed the Key Audit Matter
BEETEE RPN EFWNAEERRETSE

Examined the relevant methodologies and key
assumptions used in the valuation model with
the management to identify any significant
differences in prior period assessment of
the valuation of Property to assess the
effectiveness of management’s estimation
process.
HEREESEMERERMERNERTER
ARERR e - HRAYELRETERS
TREAZE LGB REGTBRENERIE -

Assessed the appropriateness and
reasonableness of the key assumptions by
making reference to comparable market
evidences on property prices and market rental
rates, and taking into account the contractual
terms and conditions, location and other
individual factors.
FRS2EMEBREMSHEENA A LRTSHR
B RET KA KRR B AR - 1t B K B {E Rl
x MAERBRESEEREIE -

Based on the procedures performed above, we found
the judgement and estimates made by management
in determining the fair value of the Property to be
supportable by available evidence.

RIE P PTETEVRF  RFIBEREEBEEWELR
BB P {E B #I T R (A EH RIS R P 55 o
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B BEN RS

Key Audit Matter
BRENSBE

Provision for rental and settlement payables in
relation to a commercial dispute and litigation

BRI RN R B EN 2 RAGE LR

Refer to Note 27 (Provision for rental and
settlement payables) to the consolidated financial
statements.
FBLMBRAMBRERNE27 (EAHES R & E &
#) e

Refer to Note 4(a) (Critical accounting estimates
and judgements — Estimation of provision for
rental and settlement payables) to the consolidated
financial statements.

B2 M BRARM T 40) (B & sHE s R A H —
e S REERBEOMEE)

As at 31 December 2022, the Group recorded
a provision for rental and settlement payables
amounting to HK$211.9 million in relation to a
commercial dispute and litigation with PK/I&E
FRFAMRAT (“Pearl River Film Production”)
in respect of the investment and operation of
a cultural park — R X(LEZXE (the “Cultural
Park”).

2022412 A318 - EXEHREKIETHRAE
RARI(THREES ) ARARE MK EXLEEE - Ik
X LEXRR ([ XCEXE ] OEmEUD MFAAR
ENHEREERBEB21N9BEET -
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How our audit addressed the Key Audit Matter
RPN EFWNAEERRETSE

Our procedures in relation to assessing the provision
of rental and settlement payables as at 31 December
2022 include the following:

BMBETEN 2022612 A31 BENHEE R4 H 30
HORRFBEATRIE

o Understood and evaluated the relevant controls
over the provision for rental and settlement
payables in relation to a commercial dispute
and litigation and assessed the inherent risk
of material misstatement by considering the
degree of estimation uncertainty and level of
other inherent risk factors such as complexity,
subjectivity, changes and susceptibility to
management bias or fraud.
THREAEEHERZEUYD LRFLEENENESD
NMEEFBEOERRES - WiBEERMA T
E MRS K H A [E A [ B R 22K F (Bl ansE R 1L
FHE - BERPRERERRIRFFOKEK) -
AHE E KRR R A A [E B bR

° Examined the relevant judgements and
estimates used in the provision for rental and
settlement payables with the management
to identify any significant differences in prior
period assessment to assess the effectiveness
of management’s estimation process.
HEREESERNES REERBETRAER
HOAERE I N b5t - HEE R F BB ERE AR
FHEREZR  UHEEREGTBEMNERE -

° Understood and evaluated the background,
status and potential exposures in respect of
the litigation by enquiring with management
and the lawyer.

FBRHAEEBREM  THRIEUFEFLNE
= R R BER R o
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Key Audit Matter
BRENSBE

Management engaged an independent external
lawyer to assist in assessing the magnitude and
likelihood of occurrence for the possible outcomes
of the litigation as at 31 December 2022 based on
the relevant information obtainable at the relevant
stage of the litigation, including court decisions
and related legal correspondence. Management
also engaged an independent external valuer to
assist in assessing the fair value of the economic
benefits arising from occupying the Cultural Park
during the periods in dispute.
BERELRE—RBIIMNER - LARBR SR AN B R
RIS B B B (B IR AR HUR R AR AR ) -
LA B R EI = 2022 F 12 A 31 BRI BEEAER
BROBERITEN BERENZE BB LINBM
BRD - LA Bh AT AL BRI b EE R B Pl BE E AR RO &8
BEAZE A E ©

Based on the magnitude and likelihood of
occurrence for the possible outcomes of the
current litigation status as advised by the
independent external lawyer, and with reference to
the valuation results from the independent external
valuer, management determined that provision for
rental and settlement payables in relation to the
current litigation status amounting to HK$211.9
million is required as at 31 December 2022 based
on their best estimate.

IRARIE S HNED 12 B AT 5 AN ER B SR AAAR O FT BE EE A O 18
REBE RATREM - UKD EF LINBIEERD AV (4
BERR  EEEANKEMGT  BEMR2022%12
A 31 BEBRFMNAEBNRNES MAEE RSB
R2N9BEHETT °

INDEPENDENT AUDITOR'S REPORT

BB RE

How our audit addressed the Key Audit Matter
RPN EFWNAEERRETSE

Discussed with management and examined
major agreements entered into between the
Group and Pearl River Film Production in
relation to the Cultural Park and all relevant
legal documents in respect of the litigation.
HERENmEAR BEEERKTZERHEXUE
EXRFUMEZENE  AREFAOERE
R o

Discussed with management to understand
and evaluate management’s basis and rationale
in arriving at the best estimate for the provision
for rental and settlement payables as at
31 December 2022, based on the relevant
information available at the relevant stage of
the litigation, including court decisions and
related legal correspondence, and the latest
development of the legal proceeding.
RIBFFAEBERAIFOERBEN (BIAR AR
MEBEZERE) WERRFHRHER - BE
BENWATHRNTHEREEET 20225124
BMNHEEMNEE NEERBENREMANEER
Bl -

Evaluated the competency, capabilities and
objectivity of the independent external lawyer
and valuer.

FHEE N R REEMANEE - e I REE
M o

Discussed with the independent external lawyer
and obtained the legal opinion from them for
which management relied on in identifying the
magnitude and likelihood of occurrence for the
possible outcomes.

HLUE 7 INEBERD S R 0 W BB N EREGE
B EMR A AL A RABRE 1 N Al BE R PR S EY
ERER -
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B BEN RS

Key Audit Matter
BRENSBE

Estimating the provision for rental and settlement
payables in relation to the litigation requires
significant judgements and estimates in assessing
the magnitude and likelihood of the possible
outcomes based on advice obtained from
independent external lawyer; evaluating the results
with reference to the fair value of the economic
benefits arising from occupying the Cultural
Park during the periods in dispute; and using
appropriate methodologies and key assumptions
to determine such fair value during the periods in
dispute, including market rental rates and vacancy
rates.

HETEFAEENENES MEERBRET ZREE
SN ERRD B B SR AT Al BE S R AV ER B 1 S AT e M A
BARAE REET  sHE2ZAHHRRMAXbESE
BEmMEENKBENGENRAABEEMGHES  REA
BENHERBRBRECUHHDHBNALE - B
MHHEREER -

We focused on this area due to the financial
significance of the provision for rental and
settlement payables and the judgement and
estimates involved in assessing the provision.
MR ENEE MEEREEOMIEEZ AR E
PSR FIE R b5t MBI EI I %R -
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How our audit addressed the Key Audit Matter
RPN EFWNAEERRETSE

With the involvement of our internal valuation
experts, discussed with the external valuation
expert and assessed the methodologies and
key assumptions used in estimating the fair
value of the economic benefits arising from
occupying the Cultural Park during the periods
in dispute, including market rental rates
and vacancy rates, by comparing to publicly
available market data or documents provided by
management such as rental agreements.

i iE BN TS BUR SCE IR B TR L Ay S (10
EipeE) TR - ERBEMABEEZK - HI)
BEEERETA R - WA AR A ERERE G R
YIEEXEMEEANKENZN A E(BETS
MERZEEX)MEANTERFERR -

Tested, on a sample basis, the key data input
in management’s calculation of the provision
for rental and settlement payables, including
agreeing the rental amounts and rental
periods to the relevant rental agreements;
and comparing the interest rates adopted by
management to the People's Bank of China's
basic borrowing rate.
REGEEAAEREAERNE S REERE
WP ANBREE  BREBEE@EERZ
WEEMEEH RGERERAHNXEHREH
ARRITHEEE KA R EITLR -

Assessed whether the consolidated financial
statements have adequately disclosed the
details of the litigation.

TEG AV BRRRE RO WBEFRER -

Based on the procedures performed above, we found

the judgement and estimates made by management

in determining the provision for rental and settlement
payables as at 31 December 2022 to be supportable
by available evidence.
RIE FPmETTHRF - RPIEHREREBEEN 2022 F
12 A 31 B &Y FERIH © & 45 8RB 8 e AT VR L B9 21 B R My
STERSRIBAI R o
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INDEPENDENT AUDITOR'S REPORT

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the
information included in the annual report other than the
consolidated financial statements and our auditor’s report
thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other
information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit,
or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information,
we are required to report that fact. We have nothing to
report in this regard.

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

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

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

The Audit Committee is responsible for overseeing the
Group's financial reporting process.

BB RE

HifE8
ERRESAHHEMESRE - HBEEEHE
FHRANMEER  EBETEEFEAMBERER R

HPIAZEEN RS

ﬁiﬁ'ﬁ‘ﬁ%?/m\ﬁ?f?‘i&%ﬁﬁﬁﬁﬁﬁT\i@%Eﬁﬁ%

C BPITMAERFEMERBERETAEAD
%Eﬁnﬁé%ﬁ °

BARMESEMBRROEFT - RANEME
EREEMESR  FBRET  TEEMES
EREEAVBHRARBMEERSBIETHRT
RIS ﬂ?‘EiKﬁﬁﬁ%ﬁ%M%ﬂ?E%ﬁﬁ%%“
R 15,

AERERMERTHIE - ORBARBEME
BEEERERRL > AT EREXFE -
HiESE  RPPRBEEAHRSE ©

EERERZEERS S BHRRAREN
s1F
ERAREEBEERESSSHASHEKN

(BEAYBHEER)REBCREHNHE R
RMEBMBEEEMPENGANB®RE - THE
REAFERAEVBERENBE TN TEHRNRERGE
SR $E AR T 28 BUAY B2 K $5 AR PRl AT 75 9 PR 2B 42
ag-

E%ﬂ%i?éﬁﬁ%i&%ﬁ% CEFRRE ER

I%Z“,i%a BEN - WHEEMAE )RTTBZE%EE%
BRER F%M%Iﬁ URERFBEEERest
it BRIFEFHEH %%’%l%éﬁihﬂ:%w

2 SREEMERNERTER -
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’'s report that includes our
opinion. We report our opinion solely to you, as a body, in
accordance with Section 90 of the Companies Act 1981
of Bermuda, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of
users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
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.

114  Annual Report 2022 F 53R
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BPNBER  EHSAMBRREBRETE
FE i R HRRR X8R R T B BN H) B A SR AR RO RS
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° Conclude on the appropriateness of the directors’
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going
concern.

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

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

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

We also provide the 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.

BB RE

. HEERAFELE ST ERNBEN
TR & o IRIBPIERAFRTBRE
ErRAFEESHEIBABBNERT
FEEM - femAl e EsE BERBORF
BIRERNEEETRERE - WREMA
REEERTHEEN AL EEZH
A PiIRERAEIRGE A M B RE
TR RE c BEARMNBESR
AR MEEERIFEERRETR - HFIH
rEwm R EN R BE RS B L FTEREHNE
FHREE © AT > RIRFIAKIE I A] 8L E
B ERETERELE -

. AHEZRAMBHRRNERIIBIA - &
BMAT - BREEE  ARESVHR
REBTERRIZMER -

. P BEEEAERAXBAPNMGE
BERGER - EEMNENRE  UEH
RAMBHRRERER - RMBE &
SEFANTR  EBRAT - RAR/
EERAEEREL -

FREMEBRN  RABEZZEQEA TS
MEHE - KRTH  EAFFERS &
R APIFERET T 385l H A 3B 122 ) M (E R = KR
B

BFERAEZZBSREIER  FPARMCT
SRMBMYIENEEERERER - WM
BBAN A ERR RS ERIE LI
BRGELREMEER  KEREBERNERT - A
VASHRR 198 3 14 B A BB 91T 3D S R BV BT 80
E i ©
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From the matters communicated with the 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 auditor’'s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Lee Chun Wah, Ryan.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 March 2023
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
mEZTEHWAX

For the year ended 31 December 2022 #HZ2022F12 831 HILFE

2022 2021
Note HK$000 HK$'000
Hiqt FExT FET
Continuing operations HEREEK
Revenue Wz 5 72,295 84,689
Cost of sales HE KA 8 (43,518) (40,125)
Gross profit EF 28,777 44,564
Other income =N 6 13,804 20,850
Distribution and selling expenses 934 &EEFR X 8 (3,233) (11,452)
Administrative expenses TR 8 (32,968) (37,407)
Provisions for impairment of TRMEERANEEZ
financial assets and contract BB
assets (2,191) (242)
Other gains, net Hilas - F58 7 38 6,032
Operating profit KR F 4,227 22,345
Finance cost =N 11 (22) (14)
Profit before income tax FREFIS B AR T 4,205 22,331
Income tax expense FTSHim > 12 (2,327) (6,368)
Profit for the year from REFERE
continuing operations ERCEERH 1,878 15,963
Discontinued operation [BF Jl <353
Loss for the year FEERE 15 (11,857) (15,140)
(Loss)/profit for the year FEE(BB) %7 (9,979) 823
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SREETHEWAR

For the year ended 31 December 2022 #HZ2022F 12331 HILFE

2022 2021
Note HK$000 HK$'000
et FET FET
Other comprehensive (loss)/  Hi2@E (&) WA :
income:
ltem that will not be reclassified T & & IHZE
to profit or loss: Bl HE -
— Exchange differences on - BMEREREBMES
translation to presentation ZIEN Z%8
currency (29,007) 9,912
Other comprehensive (loss)/ FEEME2E(EE) KA
income for the year (29,007) 9,912
Total comprehensive (loss)/ FE2E(BE) WAHLE
income for the year (38,986) 10,735
(Loss)/profit for the year DUTALTEMREE
attributable to: (B518) A -
— Owners of the Company - $Q\Ej?:ir4ﬁ_/\
- Continuing operations - T—iri‘%’i%%iiﬁ‘% 1,878 15,963
- Discontinued operation - BRIEEERH (8,063) (10,295)
(6,185) 5,668
— Non-controlling interests - #Tgﬁffﬁﬁ
— Continuing operations - —iri“é’ﬁ%%if% _ _
— Discontinued operation - DRIERERD (3,794) (4,845)
(3,794) (4,845)
(9,979) 823
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SmEETHEBAR

For the year ended 31 December 2022 #HZ2022F12 831 HILFE

2022 2021
Note HK$000 HK$'000
Hiat FET FET
Total comprehensive (loss)/ LTRALTEEFEE
income for the year 2E (BE) WAL :
attributable to:
— Owners of the Company - RRBFHAA
— Continuing operations - BB EE (64,752) 38,795
— Discontinued operation - ERIERERG 17,521 (19,088)
(47,231) 19,707
- Non-controlling interests — JEVERR MR
— Continuing operations - BB EE - -
— Discontinued operation - ERIERER 8,245 (8,972)
8,245 (8,972)
(38,986) 10,735
HK cents HK cents
Al JEN
(Loss)/earnings per share BRARFEAEGER
attributable to the owners of (&i8) "&X :
the Company: 13
Basic and diluted (loss)/earnings &% E AN N 858
per share (Eﬂé)/%ﬂ
— Continuing operations FELEER 0.12 1.06
— Discontinued operation - DRIERERD (0.53) (0.68)
(0.41) 0.38
The above consolidated statement of comprehensive income  _Filt4R & 2 WU A K FE B2 BEBI T s — OFBIE -

should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ra MR R AR

As at 31 December 2022 #2022%12H31H

2022 2021
Note HK$°000 HK$'000
orza FET FET
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment ME - BENEE 16 13,770 15,021
Right-of-use assets FHREEE 17 9,040 10,857
Investment property HEMEHE 18 238,677 260,588
Interest in an associate R—EBE R T 2 19 - -
Movies and television B N EIREE RiE
programmes rights 20 - 1,196
Productions work in progress ERIETH 20 37,798 19,074
Deposits e 21 - 291
Total non-current assets FREEEHEEE 299,285 307,027
Current assets REBEE
Contract assets BUNEE 5 1,610 -
Trade receivables E&EHQ%%E\E%’? 21 11,224 9,578
Deposits, prepayments and Ee B EEA
other receivables FEUW FNIB 21 6,971 8,030
Restricted bank deposits BRHSISERTER 22 42,689 46,603
Cash and cash equivalents B LIBSEEY 22 270,584 318,845
Total current assets REEEALE 333,078 383,056
Total assets EEHE 632,363 690,083
EQUITY R
Equity attributable to owners of & B35 H A FE{L RS
the Company
Share capital A& 2 23 15,042 15,083
Retained earnings {RE B 79,788 86,591
Other reserves HibEEE 25 364,140 404,822
Total equity attributable to EARFEAELEREARE
owners of the Company 458,970 506,496
Non-controlling interests FEVERR e (134,436) (142,681)
Total equity EmE 324,534 363,815
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RE MR R

As at 31 December 2022 7202212831 H

2022 2021
Note HK$000 HK$'000
orza FET FET
LIABILITIES aE
Non-current liabilities FRBEME
Lease liabilities HEaE 17 17 492
Contract liabilities sdaE 5 2,415 2,221
Deferred income tax liabilities EIEFEFREE 28 23,831 24,466
Total non-current liabilities FREBEEETE 26,263 27179
Current liabilities REBEE
Trade payables FEfS B SR 26 202 -
Accruals and other payables FEsTE R M E M EN IR 26 59,990 64,911
Provision for rental and BN NS BB E
settlement payables 27 211,942 222,949
Contract liabilities aHAaE 5 581 673
Deferred government grants B E BT 47 B - 195
Lease liabilities HEAE 17 475 690
Current income tax payable JEATBNERFTIS L IE 8,376 9,671
Total current liabilities RBEEARE 281,566 299,089
Total liabilities BEHEE 307,829 326,268
Total equity and liabilities EREEEE 632,363 690,083

The consolidated financial statements on pages 117 to 238
were approved by the Board of Directors on 24 March 2023
and were signed on its behalf.

Xu Liang
®rE
Director

BEF

The above consolidated statement of financial position
should be read in conjunction with the accompanying notes.

HNE 172238 B 26 E W IERERMN 2023 F
A2 BESEETSHE YA TIALTREK
FE

Wang Hongpeng
EP N
Director

BEF

AR A B AR OSSR E B Y PR R — G B
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2022 #HZ2022F 12331 HILFE

Attributable to owners of the Company

ARTAREAEE
Non-
Share Other Retained controlling
capital reserves eannings Sub-total interests Total
R Rifite ReEEd gt FERER H
HK$:000 HK$°000 HK$'000 HK$'000 HK$:000 HK$:000
AT AT T FET AT AT
(Note 25)
(it 25)
Balance at 1 January 2021 RONE1A1 B2 &R 15,100 369,888 82,180 467168 (134,068) 333,100
Comprehensive income/{loss| 2EUN/ (B8
Profitf(loss) for the year EEEH/ (ER) - - 5,668 5,668 (4,845) 823
Other comprehensive income/(loss) E2ERA/ (BR)
Currency translation differences EbpEzE - 14,039 - 14,039 [4127) 9912
Other comprehensive incomeflloss) for the year  EE &2 ENA/ (BE) - 14,039 - 14,039 4.127) 9,912
Total comprehensive income/(loss) for the year £E2ERA / (F58) 4% - 14,039 5,668 19,707 18972) 10,73
Transactions with owners BEEARTZRE
Partial disposal of equity interest in a subsidiary ~ HE—BHBAE 2 BAER 4
(Note 25(iv)) - 19,813 - 19,813 359 20,172
Repurchase of treasury shares (Note 23) - (192) - (192) - (192)
Cancellation of treasury shares (Note 23) (17) 17 - - - -
Transfer to statutory reserve - 1,257 (1,257) - - -
Total transactions with owners (17) 20,8% (1,257) 19,621 359 19,980
Balance at 31 December 2021 R2021E12A31 B2 &8 15,083 404,822 86,091 506,496 (142,681) 363815
Balance at 1 January 2022 R02F1 18268 15,083 404,822 86,091 506,496 (142,681) 363,815
Comprehensive loss 2EEE
Loss for the year EEER - - (6,185) (6,185) 3,794) (9,979)
Other comprehensive loss Ah2ERE
Currency translation differences ERAEER - (41,046) - (41,046) 12,039 (29,007
Other comprehensive (loss)fincome for the year £ A 2E (B8) /IA - (41,046) - 41,046) 12,039 (29,007)
Total comprehensive (loss)/income for the year £E27 (F8) /WALE - 41,046) (6,185) (47231) 8,245 (38,986)
Transactions with owners ABEFARTZR
Repurchase of treasury shares (Note 23) ERROBE 223 - 295) - (295) - (295)
Cancellation of treasury shares (Note 23) BEROEHEHE2) (41) 41 - - - -
Transfer to statutory reserve EYREERRE - 618 (618) - - -
Total transactions with owners RREAETZRS48 (1) 364 618) (295) - (295
Balance at 31 December 2022 R2N2F12A31 268 15,042 364,140 79,788 458,970 (134,436) 324,534
The above consolidated statement of changes in equity _Cilt4R& #ess & B) 7k fE BARERT P o — O BIRE -

should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERERER

For the year ended 31 December 2022 #HZ2022F12 831 HILFE

2022 2021
Note HK$000 HK$'000
Hiat FET FET
Cash flows from operating RETHRESRE
activities
Cash (used in)/generated from &% (FRA) 5214
operations 30(a) (4.530) 9,417
Income tax paid ERFTEH (1,363) (82)
Interest paid ERFLE (22) (14)
Net cash (outflow)/inflow from  &Z&ESH7EE CGrd) RAFEE
operating activities (5,915) 9,321
Cash flows from investing RETBHRESRE
activities
Interest received BRI B 8,272 8,225
Additions on productions work in EREBIAE
progress (22,310) (11,645)
Purchase of property, plant and HFEWE - KR R HBE
equipment (2,486) (2,050)
Proceeds from disposal of HEME  BMERREZ
property, plant and equipment Frig 2 1s 30(b) - 115
Net cash outflow from investing &&/EE) 2 IR &7 F5E
activities (16,524) (5,35b)
Cash flows from financing BETHHRERE
activities
Principal elements on lease HEaBzAEI D
liabilities 30(c) (690) (612)
Repurchase of treasury shares  [EFRHEHE 23 (295) (192)
Net cash outflow from financing RI&/EEZIRE M /FEEE
activities (985) (804)
Net (decrease)/increase in cash HERBEZE Y~
and cash equivalents (R hnFEE (23,424) 3,162
Cash and cash equivalents at the RFH 2R e KRS EEY
beginning of the year 22 318,845 306,850
Effect of foreign exchange rate  IR& RIEESZEYH
changes on cash and cash MERFE B
equivalents (24,837) 8,833
Cash and cash equivalents at RERZHEERRELZEY
end of the year 22 270,584 318,845
The above consolidated statement of cash flows should be  Fill4R&IE & REREHBEMN T —OFFE -

read in conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I AR MR

E

GENERAL INFORMATION

Global Digital Creations Holdings Limited (the
“Company"”) was incorporated in Bermuda on 9
October 2002 as an exempted company with limited
liability. The address of the Company's registered
office is at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda.

The Company has its primary listing on GEM of The
Stock Exchange of Hong Kong Limited on 4 August
2003.

The Company and its subsidiaries (the “Group”) are
principally engaged in provision of computer graphic
("CG") creation and production services, intellectual
property (“IP")-based value-added digital visual
business, New Cultural and Sports Space integrating
culture and technology development business, and
provision of property leasing and management
services in the People’'s Republic of China (the “"PRC").

These consolidated financial statements are
presented in Hong Kong dollars (“"HK$"), unless
otherwise stated.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This note provided a list of the significant accounting
policies adopted in the preparation of these
consolidated financial statements. These policies have
been consistently applied to all the years presented,
unless otherwise stated. The consolidated financial
statements are for the Group consisting of Global
Digital Creations Holdings Limited and its subsidiaries.

2.1  Basis of preparation

The consolidated financial statements of the
Company have been prepared in accordance
with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"”) issued by
the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and the disclosure
requirements of the Hong Kong Companies
Ordinance Cap. 622. The consolidated financial
statements have been prepared under the
historical cost convention, as modified by the
revaluation of investment property which are
carried at fair value.
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Global Digital Creations Holdings Limited R ERE BRI ZE R AR 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

Basis of preparation (Continued)

The preparation of the consolidated financial
statements in conformity with HKFRSs requires
the use of certain critical accounting estimates.
It also requires management to exercise its
judgement in the process of applying the
Group's accounting policies. The areas involving
a higher degree of judgement or complexity,
or areas where assumptions and estimates
are significant to the consolidated financial
statements are disclosed in Note 4.

(a)

New and amended standards,
improvements and interpretations
adopted by the Group

The Group has applied the following new
and amended standards, improvements
and interpretations for the first time for
their annual reporting period commencing
1 January 2022:

HKFRS 16 Covid-19-Related Rent
(Amendments) Concessions beyond
2021
HKAS 16, HKAS 37 Narrow-scope
and HKFRS 3 amendments
(Amendments)

Annual Improvements
Projects

Annual Improvements to
HKFRSs 2018-2020

Accounting Guideline 5
(Revised)

Merger Accounting
for Common Control
Combinations

The standards and amendments listed
above did not have any impact on the
amounts recognised in prior periods and
are not expected to significantly affect
the current or future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

Basis of preparation (Continued)

(b)

New and amended standards,
improvements and interpretations that
have been issued but are not yet adopted

Certain new and amended standards,
improvements and interpretations have
been published that are not mandatory
for current reporting periods and have
not been early adopted by the Group:

ERSTBEREE ()

2.1 REEEE)
(b) B HEME KRN AT
RAS(EZT I E R ~ 2 X

u_%\f—‘?—
AEBI R RFHENET
E%WBE@%EEW@%&

H3 ] 1) K 58 Il FE AR 2 %
ET&%%V RIHY R B
ST

Effective for
accounting periods

HKAS 1 and HKFRS Practice statement 2

(Amendments)
TREHERE 1 R B BN BREENER
BEE 22185

HKAS 8 (Amendments)
BB ERE ST 2T
HKAS 12 (Amendments)

TS S ERIE 125 2 BE]
HKFRS 17
BEERBRERNETR
HKFRS 17 (Amendments)
BENBREENFE 7R 2B
HKFRS 17

BEMBREENF TR

HKAS 1 (Amendments)
BRGENE 1R &

HKAS 1 (Amendments)
BAEEERE 152 BT

HKFRS16 (Amendments)
BEARBRERNE 165 2B
Hong Kong Interpretation 5 (Revised)

BERBELRZEY
HKFRS 10 and HKAS 28 (Amendments)

BAERBREENE 10K REESES
F 28K 2 BA]

Annual Report 2022 53R

Disclosure of Accounting Policies
SHRNBRE

Definition of Accounting Estimates

St EE

Deferred tax related to assets and liabilities arising from a
single transaction

HE-RFHEEMEERBEEBNETHE

Insurance Contracts

RBREH

Amendments to HKFRS 17 Insurance Contracts

BRUBREENET F2BITRBED

Initial Application of HKFRS 17 and HKFRS 9 - Comparative
Information

MAERE BT EREEUE 17 FREBABREERE T
- HEEH

Classification of Liabilities as Current or Non-current

BENRESRIEREHE

Non-current Liabilities with Covenants

A FERBE R

Lease Liabilities in a Sale and Leaseback

BRI EERE

Classification by the Borrower of a Term Loan that Contains
a Repayment on Demand Clause

BRAHEBRERBERNTHERNHE

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

REERHBENAIALCR BNEENERTE

beginning
on or after
RT5IBH
R EBERN
S HIBEEX

1 January 2023
2023 F1H1H

1 January 2023
2023 F1H18
1 January 2023

2023 F1H1H
1 January 2023
2023 £1A1H
1 January 2023
2023 %1A18
1 January 2023

2023 F1 718

1 January 2024
2024 F1 A1 H
1 January 2024
2024 F1 /18
1 January 2024
2024 £1R1H
1 January 2024

2024 1818
To be determined

BE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

(b)

New and amended standards,
improvements and interpretations that
have been issued but are not yet adopted
(Continued)

The Group is still assessing what
the impact of the new standards,
interpretations and amendments will be
in the periods of initial application. It is
not yet in a position to state whether
these standards, interpretations, and
amendments will have a significant
impact on the Group's results of
operations and financial position.

2.2 Principles of consolidation and equity
accounting

(a)

Subsidiaries

Subsidiaries are all entities (including
structured entities) over which the Group
has control. The Group controls an entity
where the Group is exposed to, or
has rights to, variable returns from its
involvement with the entity and has the
ability to affect those returns through
its power to direct the activities of the
entity. Subsidiaries are fully consolidated
from the date on which control is
transferred to the Group. They are
deconsolidated from the date that control
ceases.

The acquisition method of accounting
is used to account for business
combinations by the Group (refer to Note
2.3).
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2

128

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting (Continued)

(a)

(b)

Subsidiaries (Continuea)

Inter-company transactions, balances and
unrealised gains on transactions between
Group companies are eliminated.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the transferred
asset. Accounting policies of subsidiaries
have been changed where necessary
to ensure consistency with the policies
adopted by the Group.

Non-controlling interests in the results
and equity of subsidiaries are shown
separately in the consolidated statement
of comprehensive income, consolidated
statement of changes in equity and
consolidated statement of financial
position respectively.

Associates

Associates are all entities over which the
Group has significant influence but not
control or joint control. This is generally
the case where the Group holds
between 20% and 50% of the voting
rights. Investments in associates are
accounted for using the equity method of
accounting (see (c) below), after initially
being recognised at cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting (Continued)

(c)

Equity method

Under the equity method of accounting,
the investments are initially recognised
at cost and adjusted thereafter to
recognise the Group's share of the
post-acquisition profits or losses of
the investee in profit or loss, and the
Group’'s share of movements in other
comprehensive income of the investee in
other comprehensive income. Dividends
received or receivable from associates
are recognised as a reduction in the
carrying amount of the investment.

Where the Group’s share of losses in
an equity-accounted investment equals
or exceeds its interest in the entity,
including any other unsecured long-
term receivables, the Group does not
recognise further losses, unless it has
incurred obligations or made payments
on behalf of the other entity.

Unrealised gains on transactions between
the Group and its associates are
eliminated to the extent of the Group's
interest in these entities. Unrealised
losses are also eliminated unless the
transaction provides evidence of an
impairment of the asset transferred.
Accounting policies of equity-accounted
investees have been changed where
necessary to ensure consistency with
the policies adopted by the Group.

The carrying amount of equity-accounted
investments is tested for impairment in
accordance with the policy described in
Note 2.9.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting (Continued)

(a)

Changes in ownership interests

The Group treats transactions with non-
controlling interests that do not result
in a loss of control as transactions
with equity owners of the Group. A
change in ownership interest results
in an adjustment between the carrying
amounts of the controlling and non-
controlling interests to reflect their
relative interests in the subsidiary. Any
difference between the amount of the
adjustment to non-controlling interests
and any consideration paid or received
is recognised in a separate reserve
within equity attributable to owners of
Company.

When the Group ceases to consolidate
or equity account for an investment
because of a loss of control or significant
influence, any retained interest in the
entity is remeasured to its fair value
with the change in carrying amount
recognised in profit or loss. This fair value
becomes the initial carrying amount for
the purposes of subsequently accounting
for the retained interest as an associate
or financial asset. In addition, any
amounts previously recognised in other
comprehensive income in respect of that
entity are accounted for as if the Group
had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified
to profit or loss or transferred to another
category of equity as specified/permitted
by applicable HKFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

2.3

Principles of consolidation and equity
accounting (Continued)

(d) Changes in ownership interests
(Continued)

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

Business combinations

The acquisition method of accounting is used
to account for all business combinations,
regardless of whether equity instruments or
other assets are acquired. The consideration
transferred for the acquisition of a subsidiary
comprises the:

° fair values of the assets transferred;

° liabilities incurred to the former owners
of the acquired business;

° equity interests issued by the Group;

o fair value of any asset or liability
resulting from a contingent consideration
arrangement; and

° fair value of any pre-existing equity
interest in the subsidiary.

Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are, with limited exceptions,
measured initially at their fair values at the
acquisition date. The Group recognises any
non-controlling interest in the acquired entity
on an acquisition-by-acquisition basis either at
fair value or at the non-controlling interest'’s
proportionate share of the acquired entity’s net
identifiable assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

Business combinations (Continued)

Acquisition-related costs are expensed as
incurred.

The excess of the:
° consideration transferred;

° amount of any non-controlling interest in
the acquired entity; and

o acquisition-date fair value of any previous
equity interest in the acquired entity.

over the fair value of the net identifiable assets
acquired is recorded as goodwill. If those
amounts are less than the fair value of the net
identifiable assets of the business acquired,
the difference is recognised directly in profit or
loss as a bargain purchase.

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

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest in
the acquiree is remeasured to fair value at the
acquisition date. Any gains or losses arising
from such remeasurement are recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

2.5

Separate financial statements

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

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

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision maker. The chief
operating decision maker, who is responsible
for allocating resources and assessing
performance of the operating segments, has
been identified as the Executive Directors of
the Company who makes strategic decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6  Foreign currency translation

(1)

(i)

Functional and presentation currency

ltems included in the financial statements
of each of the Group's entities are
measured using the currency of the
primary economic environment in which
the entity operates (“the functional
currency”). The functional currency of
the Company’s subsidiaries operating
in Mainland China (for the purpose of
this report,”Mainland China"” refers
to the mainland of the PRC and does
not include Hong Kong, Macau and
Taiwan) is Chinese Renminbi (“"RMB").
The Company functional currency is
RMB, while the consolidated financial
statements are presented in HK$.

Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates at the dates
of the transactions. Foreign exchange
gains and losses resulting from the
settlement of such transactions and
from the translation of monetary assets
and liabilities denominated in foreign
currencies at year end exchange rates
are generally recognised in profit or
loss. They are deferred in equity if they
relate to qualifying cash flow hedges and
qualifying net investment hedges or are
attributable to part of the net investment
in a foreign operation.

All foreign exchange gains and losses are
presented in the consolidated statement
of comprehensive income on a net basis
within “other gains, net'”
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Foreign currency translation (Continued)

(i)

(iri)

Transactions and balances (Continuead)

Non-monetary items that are measured
at fair value in a foreign currency are
translated using the exchange rates
at the date when the fair value was
determined. Translation differences on
assets and liabilities carried at fair value
are reported as part of the fair value
gain or loss. For example, translation
differences on non-monetary assets
and liabilities such as equities held at
fair value through profit or loss are
recognised in profit or loss as part of
the fair value gain or loss and translation
differences on non-monetary assets
such as equities classified as fair value
through other comprehensive income
are recognised in other comprehensive
income.

Group companies

The results and financial position of
foreign operations (none of which has
the currency of a hyperinflationary
economy) that have a functional currency
different from the presentation currency
are translated into the presentation
currency as follows:

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

o income and expenses for each
statement of comprehensive
income are translated at average
exchange rates (unless this is
not a reasonable approximation
of the cumulative effect of the
rates prevailing on the transaction
dates, in which case income and
expenses are translated at the
dates of the transactions); and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2

136

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6

2.7

Foreign currency translation (Continued)
(iii)  Group companies (Continueda)

° all resulting exchange differences
are recognised in other comprehensive
income.

Goodwill and fair value adjustments
arising on the acquisition of a foreign
operation are treated as assets and
liabilities of the foreign operation and
translated at the closing rate.

Property, plant and equipment

All property, plant and equipment are stated at
historical cost less depreciation. Historical cost
includes expenditure that is directly attributable
to the acquisition of the items.

Subsequent costs are included in the asset's
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
the item can be measured reliably. The carrying
amount of any component accounted for as a
separate asset is derecognised when replaced.
All other repairs and maintenance are charged
to profit or loss during the reporting period in
which they are incurred.
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Global Digital Creations Holdings Limited R ERE BRI ZE R AR 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7

2.8

Property, plant and equipment (Continued)

Depreciation is calculated using the straight-
line method to allocate their cost, net of their
residual values, over their estimated useful
lives or, in the case of leasehold improvements
and certain leased plant and equipment, the
shorter lease term as follows:

Buildings Over the shorter of the
unexpired lease term
or their estimated
useful lives of no more
than 50 years

Leasehold Over the shorter of terms

improvements of the lease or 10 years

Equipment, furniture 5 years

and fixtures
Computer equipment 3 years
Motor vehicles 5 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the
end of each reporting period.

An asset's carrying amount is written down
immediately to its recoverable amount if the
asset's carrying amount is greater than its
estimated recoverable amount (Note 2.9).

Gains and losses on disposals are determined
by comparing proceeds with carrying amount
and are recognised within “other gains, net” in
the consolidated statement of comprehensive
income.

Investment properties

Investment properties, principally comprising
buildings, are held for long-term rental yields
and are not occupied by the Group. Investment
property is initially measured at cost, including
related transaction costs and where applicable
borrowing costs. Subsequently, they are
carried at fair value. Changes in fair values
are presented in profit or loss as part of other
gains, net.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

2.10

Impairment of non-financial assets

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

Discontinued operation

A discontinued operation is a component of the
entity that has been disposed of or is classified
as held for sale and that represents a separate
major line of business or geographical area
of operations, is part of a single co-ordinated
plan to dispose of such a line of business or
area of operations, or is a subsidiary acquired
exclusively with a view to resale. The results
of discontinued operation is presented
separately in the consolidated statement of
comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.11 Financial assets

(1)

(i)

Classification

The Group classifies its financial assets
in the following measurement categories:

° those to be measured subsequently
at fair value (either through other
comprehensive income (“OCI") or
through profit or loss); and

° those to be measured at amortised
cost.

The classification depends on the
entity’s business model for managing
the financial assets and the contractual
terms of the cash flows.

For assets measured at fair value, gains
and losses will either be recorded in
profit or loss or OCI. For investments
in equity instruments that are not held
for trading, this will depend on whether
the Group has made an irrevocable
election at the time of initial recognition
to account for the equity investment at
fair value through other comprehensive
income ("FVOCI").

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

Recognition and derecognition

Regular way purchases and sales of
financial assets are recognised on trade-
date, the date on which the group
commits to purchase or sell the asset.
Financial assets are derecognised when
the rights to receive cash flows from
the financial assets have expired or have
been transferred and the group has
transferred substantially all the risks and
rewards of ownership.

ERSTBEREE ()

211 SREE

(1)

(1)

28
ARERACRAES B
AIEE TR

. BEREARETE
(EBEMmEEmEA
(TEM2E B AL
BB Em) SR
BE R

. WBIHRAGTEZ
TREE °

DHEGTEREESRE
EZEBEARBRERE
Z A RERWE °

BAREAEZEEZK
mMEBRRTABESHE
b = E A o B FERFAE
BEBEZBRATAERE  H
1A% F- 2 5= B 0 4 2 R AR
(SR SRR (e NI (P
B BERARERARE
BEBEMEEBPA(TEA
REZBEMBEEEAD
5IBR

EEEEXFEELER
BABLEHE  A5H
ATHEGREETEH D

-

TR R AL L HERR
FREANMBENSRE
ERR 5 B8 (IR K E A
MEEZEEZAH) TIA
FERR o M & B E AU
RenEENE MK
EHEE MAKECHKE
B 2B AR &
Ol REBE - AR TR
TREE -

Annual Report 2022 £ 139



Global Digital Creations Holdings Limited R R E B A Z =R ER 2 5
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21

Financial assets (Continued)

(1ir)

Measurement

At initial recognition, the Group
measures a financial asset at its fair
value plus, in the case of a financial
asset not at fair value through profit or
loss (“FVPL'), transaction costs that are
directly attributable to the acquisition
of the financial asset. Transaction costs
of financial assets carried at FVPL are
expensed in profit or loss.

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

Debt instruments

Subsequent measurement of debt
instruments depends on the Group's
business model for managing the asset
and the cash flow characteristics of the
asset.

Amortised cost: Assets that are held
for collection of contractual cash flows
where those cash flows represent solely
payments of principal and interest are
measured at amortised cost. Interest
income from these financial assets
is included in other income using the
effective interest rate method. Any
gain or loss arising on derecognition is
recognised directly in profit or loss and
presented in “other gains, net” together
with foreign exchange gains and losses.
Impairment losses are presented as a
separate line item in the consolidated
statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21

Financial assets (Continued)

(1ir)

(iv)

Measurement (Continuea)

Equity instruments

The Group subsequently measures
all equity investments at fair value.
Where the Group’'s management has
elected to present fair value gains and
losses on equity investments in OCI,
there is no subsequent reclassification
of fair value gains and losses to profit
or loss following the derecognition of
the investment. Dividends from such
investments continue to be recognised
in profit or loss as other income when
the Group's right to receive payments is
established.

Changes in the fair value of financial
assets at FVPL are recognised in “other
gains, net” in the consolidated statement
of comprehensive income as applicable.

Impairment

The Group assesses on a forward-
looking basis the expected credit losses
associated with its debt instruments
carried at amortised cost. The impairment
methodology applied depends on
whether there has been a significant
increase in credit risk.

For trade receivables, the Group applies
the simplified approach permitted by
HKFRS 9, which requires expected
lifetime losses to be recognised from
initial recognition of the receivables, see
Note 21 for further details.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12

2.14

Offsetting financial instruments

Financial assets and liabilities are offset and
the net amount is reported in the consolidated
statement of financial position where the
Group currently has a legally enforceable right
to offset the recognised amounts, and there is
an intention to settle on a net basis or realise
the asset and settle the liability simultaneously.
The Group has also entered into arrangements
that do not meet the criteria for offsetting but
still allow for the related amounts to be set off
in certain circumstances, such as bankruptcy or
the termination of a contract.

Movies and television programmes rights
and productions work in progress

Productions work in progress

Productions work in progress are carried at
cost, less accumulated impairment loss. Cost
includes all direct costs associated with the
production of movies and television programme.
Productions work in progress are transferred
to “Movies and television programmes rights”
upon obtained the release permit licenses.

Movies and television programmes rights

Movies and television programmes rights are
carried at cost, less accumulated amortisation
and accumulated impairment losses, if any.
Amortisation for these movies and television
programmes rights is charged to profit or loss
on the straight-line basis over the expected
useful life.

Trade receivables

Trade receivables are amounts due from
customers for goods sold or services performed
in the ordinary course of business. They are
generally due for settlement within 120 days
and therefore all classified as current.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Trade receivables (Continued)

2.16

Trade receivables are recognised initially at the
amount of consideration that is unconditional
unless they contain significant financing
components, when they are recognised at fair
value. The Group holds the trade receivables
with the objective of collecting the contractual
cash flows and therefore measures them
subsequently at amortised cost using the
effective interest method. Further information
about the Group’'s accounting for trade
receivables are set out in Note 21 and the
description of the Group’s impairment policies
is set out in Note 3.1(b).

Cash and cash equivalents

For the purpose of presentation in the
consolidated statement of cash flows, cash
and cash equivalents includes cash on hand,
deposits held at call with financial institutions,
other short-term, highly liquid investments with
original maturities of three months or less that
are readily convertible to known amounts of
cash and which are subject to an insignificant
risk of changes in value.

Share capital

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

Where any Group company purchases the
Company’'s equity instruments, for example
as the result of a share buy-back plan, the
consideration paid, including any directly
attributable incremental costs (net of income
taxes) is deducted from equity attributable to
the owners of the Company as treasury shares
until the shares are cancelled or reissued.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17

Trade and other payables

These amounts represent liabilities for goods
and services provided to the Group prior to
the end of financial year which are unpaid. The
amounts are unsecured and are usually paid
within 60 days of recognition. Trade and other
payables are presented as current liabilities
unless payment is not due within 12 months
after the reporting period. They are recognised
initially at their fair value and subsequently
measured at amortised cost using the effective
interest method.

Current and deferred income tax

The income tax expense or credit for the period
is the tax payable on the current period’s
taxable income based on the applicable
income tax rate for each jurisdiction adjusted
by changes in deferred income tax assets and
liabilities attributable to temporary differences
and to unused tax losses.

Current income tax

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the end of the
reporting period in the countries where the
company and its subsidiaries and associates
operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.18 Current and deferred income tax (Continued)

Deferred income tax

Deferred income tax is provided in full, using
the liability method, on temporary differences
arising between the tax bases of assets
and liabilities and their carrying amounts
in the consolidated financial statements.
However, deferred income tax liabilities are
not recognised if they arise from the initial
recognition of goodwill. Deferred income
tax is also not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects
neither accounting nor taxable profit or loss.
Deferred income tax is determined using
tax rates (and laws) that have been enacted
or substantially enacted by the end of the
reporting period and are expected to apply
when the related deferred income tax asset is
realised or the deferred income tax liability is
settled.

The deferred income tax liability in relation to
investment property that is measured at fair
value is determined assuming the property will
be recovered entirely through sale.

Deferred income tax assets are recognised only
if it is probable that future taxable amounts
will be available to utilise those temporary
differences and losses.

Deferred income tax liabilities and assets
are not recognised for temporary differences
between the carrying amount and tax bases of
investments in foreign operations where the
company is able to control the timing of the
reversal of the temporary differences and it is
probable that the differences will not reverse in
the foreseeable future.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.18 Current and deferred income tax (Continued)

2.19

Deferred income tax (Continuead)

Deferred income tax assets and liabilities are
offset where there is a legally enforceable
right to offset current income tax assets and
liabilities and where the deferred income tax
balances relate to the same taxation authority.
Current income tax assets and tax liabilities
are offset where the entity has a legally
enforceable right to offset and intends either
to settle on a net basis, or to realise the asset
and settle the liability simultaneously.

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

Employee benefits

Short-term employee benefits are recognition
at the undiscounted amount of the benefits
expected to be paid as and when employees
rendered the services. All short-term employee
benefits are recognised as an expense unless
another HKFRS requires or permits the
inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual
leave and sick leaves) after deducting any
amount already paid.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19

2.20

Employee benefits (Continued)
Pension obligation

The Group operates various defined contribution
plans for its employees in Hong Kong and
Mainland China. A defined contribution plan
is a pension plan under which the Group pays
fixed contributions to publicly or privately
administered pension insurance plans on a
mandatory, contractual or voluntary basis. The
Group has no legal or constructive obligations
to pay further contributions if the fund does
not hold sufficient assets to pay all employees
the benefits relating to employee service in
the current and prior periods. The contributions
are recognised as employee benefit expense
when they are due. Prepaid contributions are
recognised as an asset to the extent that
a cash refund or a reduction in the future
payments is available.

In addition, pursuant to the relevant regulations
of the PRC government, the subsidiaries in
Mainland China participate in local municipal
government retirement benefits schemes
(the “Schemes”), whereby the subsidiaries
in Mainland China are required to contribute
a certain percentage of the basic salaries
of its employees to the Schemes to fund
their retirement benefits. The local municipal
governments undertake to assume the
retirement benefits obligations of those
employees of the subsidiaries in Mainland
China. Contributions under the Schemes are
charged to the consolidated income statement
as incurred.

Provisions

Provisions for legal claims, service warranties
and make good obligations are recognised when
the Group has a present legal or constructive
obligation as a result of past events, it is
probable that an outflow of resources will be
required to settle the obligation and the amount
can be reliably estimated. Provisions are not
recognised for future operating losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Provisions (Continued)

2.21

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

Provisions are measured at the present value of
management’s best estimate of the expenditure
required to settle the present obligation at
the end of the reporting period. The discount
rate used to determine the present value is
a pre-tax rate that reflects current market
assessments of the time value of money and
the risks specific to the liability. The increase
in the provision due to the passage of time is
recognised as interest expense.

Revenue recognition

The Group recognises revenue when goods
and services are provided to the customer.
Depending on the terms of the contract and
the applicable laws, goods and services may be
provided over time or at a point in time. Goods
and services are provided over time if the
Group's performance:

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

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

- does not create an asset with an
alternative use to the Group and the
Group has an enforceable right to
payment for performance completed to
date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21

Revenue recognition (Continued)

If good and service transfers over time,
revenue is recognised over the period of the
contract by reference to the progress towards
complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at
a point in time when the customer obtains the
goods and services.

The progress towards complete satisfaction of
the performance obligation is measured based
on one of the following methods that best
depict the Group's performance in satisfying
the performance obligation:

- direct measurements of the value
transferred by the Group to the
customer; or

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

Revenue is measured at the fair value of
the consideration received or receivable.
When determining the transaction price to be
allocated for different performance obligations,
the Group first determines the fees that the
Group entitles in the contract period and
adjusts the transaction price for variable
considerations.

The Group includes in the transaction
price some or all of an amount of variable
considerations only to the extent that it is
highly probable that a significant reversal in
the amount of cumulative revenue recognised
will not occur when the uncertainty associated
with the variable consideration is subsequently
resolved.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Revenue recognition (Continued)

(a)

(b)

Revenue from CG production

The Group provides CG production
services under contracts with customers.
Under the terms of the contracts, 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. Revenue from CG
production is therefore recognised over
time based on the stage of completion
of the contract using input method.

The Group’s CG production contracts
include payment schedules which require
stage payments over the service period
once certain specified milestones are
reached. The Group requires certain
customers to provide upfront deposits
ranging from 10% to 30% of total
contract sum. When the Group receives
a deposit before service commences,
this will give rise to contract liability at
the start of a contract, until the revenue
recognised on the specific contract
exceeds the amount of the deposit.

Revenue from television programmes
and movies

Revenue from television programmes
or movies is recognised at a point in
time when the customer obtains the
control of the television programmes
and movies and the Group has present
right to payment and collection of the
consideration is probable. The normal
credit term is 30 to 60 days upon
delivery. Such revenue includes licensing
income from television programmes and
movies and box office receipts.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Revenue recognition (Continued)

(b)

(c)

(d)

(e)

Revenue from television programmes
and movies (Continued)

Licensing income of television programmes
and movies to customers such as online
platforms is recognised at the beginning
of the periods during which the
customers are able to use and benefit
from television programmes and movies.

Box office receipts are variable
licensing fees and calculated based
on a predetermined percentage of the
proceeds received by the customers,
which are recognised as revenue on a
net basis when the sales occurs.

Patent fee income

Patent fee income relates to granting
licensees the right to use trademarks
created, developed and owned by
the Group in different categories of
licensees’ products, including license for
use on consumer products. The revenue
from the provision of licensing services
includes the minimum guarantee and
excess royalties. The minimum guarantee
is recognised over the licensing period
on straight-line basis and excess royalties
are recognised as revenue when
cumulative royalties exceed the minimum
guarantee.

Management service fee

The Group provides property management
services to tenants. Income is recognised
over the contract period when the
relevant services are provided by the
Group and the tenants simultaneously
receive and consume the benefits
provided by the Group's performance.
The Group typically receives one-month
management service fee in advance at
the beginning of each month.

Consultancy fee income

Consultancy fee income is received for
the provision of strategy, operations
and know-how advisory services to
customers. It is recognised provided over
time or at a point in time depending on
the terms of the contract.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21

2.22

Revenue recognition (Continued)

A contract asset is the Group’'s right to
consideration in exchange for goods and
services that the Group has transferred to
a customer. A receivable is recorded when
the Group has an unconditional right to a
consideration. A right to consideration is
unconditional if only the passage of time is
required before payment of that consideration
is due.

If a customer pays consideration or the Group
has right to an amount of consideration that is
unconditional, before the Group transfer a good
to the customer, the Group represents the
contract liability when the payment is made or
a receivable is recorded (whichever is earlier).
A contract liability is the Group's obligation to
transfer goods to a customer for which the
Group has received consideration (or an amount
of consideration is due) from the customer.

Earnings per share
(i) Basic earnings per share

Basic earnings per share is calculated by
dividing:

° the profit attributable to owners of
the company, excluding any costs
of servicing equity other than
ordinary shares; and

° the weighted average number
of ordinary shares outstanding
during the financial year, adjusted
for bonus elements in ordinary
shares issued during the year and
excluding treasury shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Earnings per share (Continued)

(ir) Diluted earnings per share

Diluted earnings per share adjusts the
figures used in the determination of
basic earnings per share to take into
account:

o the after-income tax effect of
interest and other financing costs
associated with dilutive potential
ordinary shares; and

o the weighted average number of
additional ordinary shares that
would have been outstanding
assuming the conversion of all
dilutive potential ordinary shares.

2.23 Leases

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

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

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

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

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

o amounts expected to be payable by the
Group under residual value guarantees;
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.23 Leases (Continued)

o the exercise price of a purchase option
if the Group is reasonably certain to
exercise that option; and

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

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

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

To determine the incremental borrowing rate,
the Group:

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

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

° makes adjustments specific to the lease,
e.g. term, country, currency and security.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.23 Leases (Continued)

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

Right-of-use assets are measured at cost
comprising the following:

° the amount of the initial measurement of
lease liability;

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

° any initial direct costs; and
° restoration costs.

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

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

Ra R RAR M

ERSTBEREE ()

2.23 HE(#E)

HENTRAE K@ E KA 2
EH DB - MEXANEHEHRH
RERNG  EUSSHENE
EERERRHARRI A R — B -

EHBEERRATE BN
TRIE:

. NstEHREREN S
B

. FEFI 6 B B S 2 Bl 1F A
RS M FORE A E KK
HERE

. TR EREAA &
. BIRAA -

EREEE—MRNEENAER
FHRASHABREERE)R
BRESETUNE - HEAKE
RIEMEITEBERERE - AE
AEEENREREEMNAIERF
HATUTE BEAREHHE
W% BB MREARE LI
NEFEHG  EXERAE
B AR EREEFIITS -

HIEMHENLABEEEREE
HERBENNRIZEREN B
HARARMAX - EHEEHEEEH
AB1I2EAKATHHEE -

Annual Report 2022 5% 155



Global Digital Creations Holdings Limited R R E B A Z =R ER 2 5

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

2

156

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.23

2.24

Leases (Continued)

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

Government grants

Grants from the government are recognised
at their fair value where there is a reasonable
assurance that the grant will be received,
and the Group will comply with all attached
conditions.

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

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

Government grants that are receivable as
compensation for expenses or losses already
incurred or for the purpose or 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.25 Interest income

Interest income from a financial asset 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 assets to that asset's net carrying
amount on initial recognition.

FINANCE RISK MANAGEMENT

The Group's activities expose it to a variety of
financial risks: market risk (including foreign exchange
risk and interest rate risk), credit risk and liquidity
risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on
the Group's financial performance.

The Group's risk management is predominantly
controlled by a central finance department (the “Group
Finance Department”) under policies approved by the
board of directors. The Group Finance Department
identifies, evaluates and hedges financial risks in
close co-operation with the Group’s operating units.
The board provides written principles for overall risk
management, as well as policies covering specific
areas, such as foreign exchange risk, interest rate
risk, credit risk, and liquidity risk.

3.1 Finance risk factor
(a) Market risk

(i) Foreign exchange risk

The Group operates principally in
Hong Kong and Mainland China. It
is exposed to foreign exchange risk
primarily with respect to US dollar
("US$") and HK$ denominated
transactions. Foreign exchange risk
arises where future commercial
transactions and recognised assets
and liabilities are denominated in
currency that is not the Company'’s
functional currency.
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FINANCE RISK MANAGEMENT (Continued)

3.1

Finance risk factor (Continued)
Market risk (Continued)

(a)

(i)

Foreign exchange risk (Continued)
Majority of the cost and revenue
of the local operations are primarily
transacted in local functional
currency and therefore foreign
exchange transactional risks are
minimal.

Management manages its foreign
exchange risks by performing
regular review and monitoring
its foreign exchange exposure.
Management is of the view that
the Group’s exposure to US$ is
minimal since HKS$ is pegged to
the USS.

As at 31 December 2022 and
2021, the Group has no material
foreign currency denominated
assets and liabilities and does not
have material foreign currency
exposure. Therefore, there is no
material impact to the post-tax
loss for the year (2021: same).
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3 FINANCE RISK MANAGEMENT (Continued)

3.1  Finance risk factor (Continued)

(a)

(b)

3 HREREEE)

3.1 BEERBEEE)

Market risk (Continuea)) (@ B ER ()

(i) Foreign exchange risk (Continued) (i) HNEE R\ B (42)
Exchange reserve arises from the P& 5 = A
translation of foreign operation TR Y ®E
with functional currencies different BT B8 B % 898 b
from presentation currency. The XBETHREEL
group is primarily exposed to He AEEFEM
changes in RMB/HK$ exchange e AR 5B T iE
rates. The sensitivity of exchange EEHHERR - E
reserve to changes in the exchange HEESARKRE
rate of RMB is as follows: 3 B B & UM 10

T~
2022 2021
HK$°000 HK$'000
FET FET
Exchange rate of RMB AR i & TIEXR
against HK$
- strengthened by 9% - EF9% (2021: 3%)
(2021: 3%) 22,899 7842
— weakened by 9% - T¥9% (2021: 3%)
(2021: 3%) (22,899) (7.842)

(i) Interest rate risk (i) MEERER
The Group's income and operating R E AU AL
cash flows are substantially EHeMEERNE
independent from changes in %5 F = #1t
market interest rates and the M2 BRI
Group has no significant interest- BeEEDI - K
bearing assets except for cash and SEREEANE
cash equivalents, details of which EEE  BHEFE
have been disclosed in Note 22. B FE227F 355 o

Credit risk (b) 1FE@EE

The Group's credit risk arises from
trade receivables, contract assets,
deposit and other receivables, amount
due from an associate, cash and cash
equivalents and restricted bank deposits.
The carrying amounts of these financial
assets represent the Group's maximum
exposure to credit risk in relation to
financial assets.

AEBENEERRKEE
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FINANCE RISK MANAGEMENT (Continued)

3.1

Finance risk factor (Continued)
Credit risk (Continued)

(b)

(i)

Risk management

Credit risk is managed on a group
basis. Management considers the
Group has limited credit risk with
its banks which are leading and
reputable and are assessed as
having low credit risk. Majority of
bank balances are deposited with
reputable banks. The Group has
not incurred significant loss from
non-performance by these parties
in the past and management does
not expect so in the future. The
Group trades only with recognised
and creditworthy third parties.
It is the Group’'s policy that all
customers who wish to trade on
credit terms are subject to credit
verification procedures. Receivable
balances are monitored on an
ongoing basis.

Impairment of financial assets

The Group has four types of
financial assets that are subject to
the expected credit loss model:

° trade receivables;

° contract assets;

° deposit and other receivables;
and

° amount due from an associate.

While cash and cash equivalents
and restricted bank deposits are
also subject to the impairment
requirements of HKFRS 9, the
identified impairment loss was
immaterial.
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3 FINANCE RISK MANAGEMENT (Continued)

3.1  Finance risk factor (Continued)
(b) Credit risk (Continued)

(i)

Impairment of financial assets
(Continued)

Trade receivables and contract
assets

The Group applies the HKFRS 9
simplified approach to measuring
expected credit losses which uses
a lifetime expected loss allowance
for all trade receivables and
contract assets.

To measure the expected credit
losses, trade receivables and
contract assets have been
grouped based on shared credit
risk characteristics and the days
past due. The contract assets
relate to unbilled work in progress
and have substantially the same
risk characteristics as the trade
receivables for the same types of
contracts. The Group has therefore
concluded that the expected loss
rates for trade receivables are a
reasonable approximation of the
loss rates for the contract assets.
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FINANCE RISK MANAGEMENT (Continued)

3.1

Finance risk factor (Continued)
Credit risk (Continued)

(b)

(i)

Impairment of financial assets
(Continued)

Trade receivables and contract
assets (Continued)

Receivables relating to customers
with known financial difficulties or
significant doubt on collection of
receivables are assessed individually
for provision for impairment allowance.
The Group also estimates the
provision for expected credit
losses on a collective basis by
grouping the trade receivables and
contract assets based on shared
credit loss risk characteristics and
collectively assessed for likelihood
of recovery, taking into account
the nature of the customer and
its ageing category, and applying
expected credit losses rates to
respective gross carrying amounts
of the receivables. The expected
credit losses rates are based on
historical credit losses experienced
over a period of 24 months before
31 December 2022 (2021: 24
months before 31 December 2021)
and are adjusted to reflect current
and forward-looking factors,
such as Gross Domestic Product
("GDP") and inflation, affecting
the ability of the customers to
settle the receivables. As at 31
December 2022, the expected
credit losses of these collectively
assessed receivable balances was
HK$2,191,000 (2021: HK$26,000)
based on expected loss rates
range from 0.02% to 100% (2021:
0.02% to 0.26%) applied on
different groupings.
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3 FINANCE RISK MANAGEMENT (Continued)

3.1  Finance risk factor (Continued)
(b) Credit risk (Continued)

(i)

Impairment of financial assets
(Continued)

Trade receivables and contract
assets (Continued)

Trade receivables and contract
assets are written off where 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 of greater
than 12 months past due.

Impairment losses on trade
receivables and contract assets
are presented as net impairment
losses within operating profit.
Subsequent recoveries of amounts
previously written off are credited
against the same line item.

Other financial assets at amortised
cost

The Group adopts general
approach for expected credit
losses of deposits and other
receivables and amount due
from an associate. Except for the
amount due from an associate
which is fully impaired, the Group
considers these financial assets
have not significantly increased in
credit risk from initial recognition.
Thus, these financial assets are
classified in stage one and only
consider 12-month expected credit
losses. Considering the history
of default and forward-looking
factor, the expected credit loss is
immaterial.
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FINANCE RISK MANAGEMENT (Continued)

3.1

Finance risk factor (Continued)

(c)

Liquidity risk

Prudent liquidity risk management
implies maintaining sufficient cash, the
availability of funding from an adequate
amount of committed credit facilities and
the ability to close out market conditions.

Due to the non-dynamic nature of
the underlying businesses, the Group
primary cash requirements have been
for payment for obligations under other
payables and accrued liabilities. The
Group mainly finances its working capital
requirements through internal resources.

The Group's policy is to regularly
monitor current and expected liquidity
requirements to ensure that it maintains
sufficient cash balances to meet its
liquidity requirements in the short and
long-term.

The following tables show the remaining
contractual maturities at the end of the
reporting period of the Group’'s financial
liabilities, based on undiscounted cash
flows (including interest payments
computed using contractual rates or,
if floating, based on rates current at
the date of consolidated statement of
financial position) and the earliest date
the Group can be required to pay.
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3 FINANCE RISK MANAGEMENT (Continued)

3.1

3.2

Finance risk factor (Continued)
(c) Liquidity risk (Continuea)

Ra R RAR M

3 HREREEE)

3.1

BEREE ()
) REBELEE(E)

Contractual undiscounted cash outflow

BHNRERAER
On
demand Between
or within 1and 2 Carrying
1 year years Total amount
AREX 15
H1FER F2% CH) EEE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET
At 31 December 2022 7420225128318
Trade payables T E ST 202 - 202 202
Other payables HAER IR 28,747 - 28,747 28,747
Lease liabilities MEBE 480 18 498 492
29,429 18 29,447 29,441
At 31 December 2021 R2021%E12831H
Other payables Hib AR 28,607 - 28,607 28,607
Lease liabilities HEAR 712 498 1,210 1,182
29,319 498 29,817 29,789
Capital risk management 3.2 EXEEER

The Group’s objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern in order to provide
returns for shareholder and benefits for other
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital
structure, the Group may return capital to
shareholder, issue new shares or sell assets to
reduce debt.

The gearing ratios as at 31 December 2022 and
2021 were zero as the Group has no external
borrowing or debt.
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FINANCE RISK MANAGEMENT (Continued)

3.3

Fair value estimation

(i)

Fair value hierarchy

This note explains the judgements and
estimates made in determining the fair
values of the non-financial instruments
that are recognised and measured at
fair value in the financial statements. To
provide an indication about the reliability
of the inputs used in determining fair
value, the Group has classified its non-
financial instruments into the three
levels prescribed under the accounting
standards.

The table below analyses non-financial
instruments carried at fair value, by
valuation method. The different levels
have been defined as follows:

- Quoted prices (unadjusted) in
active markets for identical assets
or liabilities (level 1).

- Inputs other than quoted prices
included within level 1 that are
observable for the asset or liability,
either directly (that is, as prices)
or indirectly (that is, derived from
prices) (level 2).

- Inputs for the asset or liability
that are not based on observable
market data (that is, unobservable
inputs) (level 3).
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3 FINANCE RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)

(i)

(i)

3 HREREEE)

33 QREMEE)

Fair value hierarchy (Continuea) (i) DAEER (E)
Level 1 Level 2 Level 3 Total
R EPE E3R CE
HK$'000 HK$'000 HK$'000 HK$'000
FET AT FET FET
As at 31 December 2022 #2022F12 A31H
Investment property REWE
- Office building = /YN - - 238,677 238,677
As at 31 December 2021 2021512 A31H
Investment property REWE
- Office building - EAKE - - 260,588 260,588
There were no transfers between levels 1, FRILBE 1R - F24
2 and 3 during the vear (2021: same). N2 34 2 Mg (2021
F : ABE) o
Valuation techniques used to determine (i) HFAREEEIRLLE

level 3 fair value

The Group obtains independent
valuations for its investment property
every six months.

At the end of each reporting period, the
management update their assessment of
the fair value of each property, taking into
account the most recent independent
valuations. The management determine
a property’'s value within a range of
reasonable fair value estimates.

1A EF
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FINANCE RISK MANAGEMENT (Continued)

3.3

Fair value estimation (Continued)

(i)

Valuation techniques used to determine
level 3 fair value (Continuea)

The best evidence of fair value is current
prices in an active market for similar
properties. Where such information is
not available the management consider
information from a variety of sources
including:

o current prices in an active market
for properties of a different
nature or recent prices of
similar properties in less active
markets, adjusted to reflect those
differences.

o discounted cash flow projections
based on reliable estimates of
future cash flows.

° capitalised income projections
based on a property’s estimated
net market income, and a
capitalisation rate derived from an
analysis of market evidence.

All resulting fair value estimates for
properties are included in level 3. The key
inputs under this approach are the price
per square metre from current year sales
of comparable lots of land in the area
(location and size).
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FINANCE RISK MANAGEMENT (Continued)

3.3

Fair value estimation (Continued)

(iri)

Valuation inputs and relationships to fair

value

The following table summarises the
quantitative information about the
significant unobservable inputs used in
recurring level 3 fair value measurements

Fair value at

31 December

Description 2022
R202E

12A318

i ZARE
(HKS$000)

(F#7)

Office building 238,677

HAKE

Fair value at
31 December
2021

RN E
124318
AN
(HK$'000)
(F#7)

260,588

Valuation
technique

fhERH

Income
approach

WAE

3

Ra R RAR M

PBEmEE ()

33 QREMEE)

(iii)  AFI5 A BOIE R B2 T 18
g A
TREGTAEBEIRR
REFEFERHERN
AEBREANELLER

Range of  Relationship of
Unobservable unobservable  unobservable

inputs inputs  inputs to fair value
AUBE

IR BAEEN FTHERA

BARE €8 BRAAENEE

Yield rate 775%  The higher the yield rate,

(2021: same) the lower the fair value
Wz Q01 %F:  Kaxds AAERE
1)

Market rent RMB98.1 (2021:  The higher the market rent,
RMB975) per the higher the fair value
square meter

per month
fikosicka ARESIT TEEERR DAERR
(2021 :
ARE9757T)
SRETHX
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FINANCE RISK MANAGEMENT (Continued)

3.3  Fair value estimation (Continued)
(iv)  Valuation processes

As at both 31 December 2022 and 2021,
the fair value of the investment property
has been arrived at on the basis of
valuations carried out by Roma Appraisals
Limited, external, independent and
qualified valuer. Roma Appraisals Limited
is member of the Hong Kong Institute
of Surveyors, and has appropriate
qualifications and recent experiences in
the valuation of similar properties in the
relevant locations.

The Group’'s finance department
reviews the valuations performed by
the independent valuers for financial
reporting purposes. Discussions of
valuation processes and results are held
between the financial department and
valuer at least once every six months, in
line with the Group’s reporting dates.

At each financial period end, the finance
department:

U Verifies all major inputs to the
independent valuation report;

o Assesses property valuations
movements when compared to the
prior year valuation report; and

o Holds discussions with the
independent valuer.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events
that are believed to be reasonable under the
circumstances.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

The Group makes estimates and judgements
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the
related actual results. The estimates and assumptions
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed
below.

(a) Estimation of provision for rental and
settlement payables

The Group is exposed to the risk of litigation,
regulatory judgements and contractual disputes
in the course of its operations in ¥kg (b EZE
(the "Cultural Park”). The Group evaluates
whether a present obligation exists under
the litigation claim after taking into account
all available evidence, including the opinion
of experts. A provision is recognised for the
litigation claim if the management of the
Company consider it is more likely than not
that present obligation exists and a reliable
estimate can be made on the settlement
amount of the claim. If it is more likely than
not that no present obligation exists, the Group
should disclose a contingent liability, unless the
possibility of any transfer of economic benefits
in settlement is remote. Changes in the
assumptions around the likelihood of an outflow
of economic resources or the estimation of any
obligation would change the values recognised
in the consolidated financial statements.

As at 31 December 2022, provision for rental
and settlement payables of HK$211,942,000
(2021: HK$222,949,000) was recognised after
taking into consideration of the independent
external lawyer’s opinion and the status of the
litigations. For details for the litigation claim,
see Note 27

(b)  Fair value of investment property

The fair value of investment property is
determined by using valuation technique.
Details of the judgement and assumptions have
been disclosed in Note 3.3.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(c)

Provision for impairment of movies
and television programmes rights and
productions work in progress

At the end of each reporting period, the
management assessed the amortisation policy
and expected useful lives of the movies and
television programmes rights and productions
work in progress classified as intangible asset.
The determination of amortisation policy and
expected useful lives requires management'’s
significant judgement.

Other than the amortisation, the management
also assessed whether impairment indicator
exists on movies and television programmes
rights and productions work in progress and
provide impairment up to its recoverable
amount. For movies and television programmes
rights and productions work in progress, the
assessment was made on a title-by-title basis.
The recoverable amount of the movies and
television programmes rights and productions
work in progress was determined based on
the present value of the expected future cash
flow generated from the movies and television
programmes rights and productions work in
progress less future cost of revenue.

In determining the recoverable amount of
movies and television programmes rights and
productions work in progress, the Group takes
into consideration both internal and external
market information, for example, the sales
forecasts, the production, sales and distribution
costs budget and the general economic
condition of the relevant markets.

For the year ended 31 December 2022,
no provision for impairment of movies and
television programmes rights (2021: same)
and provision for impairment of productions
work in progress amounting to HK$1,841,000
(2021: HK$ Nil) was recognised. For details for
provision, see Note 20.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(d)

(e)

Impairment of financial assets and contract
assets

The loss allowances for financial assets and
contract assets are based on assumptions
about risk of default and expected loss rates.
The Group uses judgement in making these
assumptions and selecting the inputs to the
impairment calculation, based on the Group's
past history existing market conditions as
well as forward-looking estimates at the end
of each reporting period. Details of the key
assumptions and inputs used are disclosed in
the tables in Note 3.1(b)(ii).

Income tax and deferred income tax

The Group is subjected to income taxes in
Hong Kong and Mainland China. Significant
judgement is 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. The Group
recognises liabilities for anticipated tax
audit issues based on estimates of whether
additional taxes will be due. Where the final
tax outcome of these matters is different from
the amounts that were initially recorded, such
differences will impact the current income
tax and deferred income tax provisions in the
period in which such determination is made.

The income tax expense or credit for the year
is the tax payable on the current year's taxable
income based on the applicable income tax
rate for each jurisdiction adjusted by changes
in deferred income tax assets and liabilities
attributable to temporary differences.
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REVENUE AND SEGMENT INFORMATION

(a)

Segment information

The chief operating decision maker (“CODM")
has been identified as the Executive Directors.
The Executive Directors review the Group's
internal reports in order to assess performance
and allocate resources. Management has
determined the operating segments based on
these reports.

The CODM considers the business from service
perspective and assess the performance of
the operating segments based on a measure
of adjusted profit before income tax before
unallocated income/expenses for the purpose
of allocating resources and assessing
performance. These reports are prepared on
the same basis as the consolidated financial
statements.

Management has renamed CG Creation
and Production, and New Cultural Space
to Interactive Entertainment and Digital
Assets, and New Cultural and Sports Space,
respectively, to align more closely with the
Group's development and internal reporting.

Management has identified two reportable
segments based on the types of services,
namely (i) Interactive Entertainment and Digital
Assets (formerly known as “CG Creation and
Production”) and (i) New Cultural and Sports
Space (formerly known as “New Cultural
Space”).

There were no material sales between the
reportable segments for the year ended 31
December 2022 (2021: same).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

REVENUE AND SEGMENT INFORMATION
(Continued)

(a)

Segment information (Continued)

5

Wz ko HER (&)

(a) ZEER(E)

Year ended 31 December 2022
BZ2022F12A31BLEE

Interactive ~ New Cultural
Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and “New Cultural
Production”) Space”) Total
HEIRER
YFEE (AN XEHER
[ E & E&AIME :g 4
REHED  [XeHEED) a5t
HK$'000 HK$'000 HK$'000
FET FE FET
- Revenue from CG production - 7 8 E S EI&EE 2 JA 11,844 - 1,844
- Box office receipts - ZEKA 10 - 10
- Licensing income from - REBLTFAZERFEREY
television programmes and ORI
movies to online platforms 883 - 883
- Patent fee income from - REREEEENEFIBUBA
granting the right to
access of trademarks 1,792 - 1,792
- Management service fee - BEREE - 13,579 13,579
- Consultancy fee - BRER - 1,392 1,392
- Rental income - HelA - 42,795 42,795
Total revenue from external KEIIMNIEE 2 Wi 1asE
customers 14,529 57,766 72,295
Segment results NEEE (13,232) 31,257 18,025
Unallocated income AOEWA 265
Unallocated expenses APEHY (14,085)
Profit before income tax from  REBELLEL 2
continuing operations BRET{S T AL R A 4,205
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REVENUE AND SEGMENT INFORMATION 5 WKk oEBE R (£Z)

(Continued)

(a) Segment information (Continued)
Other information:

Depreciation of property, plant ~ #1% - BERFZEZTE
and equipment (Hi8)
(Note 8)

Depreciation of right-of-use EREEENE (Hi2s)
assets (Note 8)

Provision for impairment of EEEE 2 RERE
productions work in progress

Amortisation of movies and EYRERHERE EH
television programmes rights ~ (#/#£8)
(Note 8)

Interest income FEMA (HriE6)
(Note 6)

Government grants (Note 6)  BUFEBN (4746)

(a) ZEER(E)
HEH -

Year ended 31 December 2022
BZ2022512 A3 ALLERE
Interactive ~ New Cultural
Entertainment and Sports

and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and “New Cultural

Production”) Space”) Unallocated

ERRER

BTEE (AR NBHEH
EHEGAME (B8

REED  [szEE)) RAE

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

FiE7n FiE7n FiEn

(694) (368) (313)

- (283) (734)

(1,841) - -

(1,735) - -

8,169 21 82

3,807 800 144

Total

At
HK$ 000
47

(1,375)
(1,017)

(1,841)

(1,735)

8,212
4,751
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

REVENUE AND SEGMENT INFORMATION
(Continued)

(a) Segment information (Continued)

Wz ko HER (&)

(a) ZEER(E)

Year ended 31 December 2022

BZ2022F12A31BLLEE
Interactive New Cultural
Entertainment and Sports
and Digital space
Assets (formerly (formerly
known as “CG known as
Creation and  “New Cultural
Production”) Space”) Total
DERERYT XRHEH
BE(IBIEH (B8
ERAERRE]D  [XEHZEME]) At
HK$'000 HK$'000 HK$'000
FET FAT FET
Timing of revenue recognition for 1ZEHER 7 KERPA NN
revenue from contracts with
customers
- At a point in time - RE-BE 893 642 1,535
- Over time - EEERA 13,636 14,329 27,965
14,529 14,97 29,500
Rental income HelA - 42,795 42,795
Total revenue from external RENDEP 2 W BE
customers 14,529 57,766 72,295
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5 REVENUE AND SEGMENT INFORMATION 5 WKk oEBE R (£Z)

(Continued)
(a)  Segment information (Continued) (a) HBER(E)
Year ended 31 December 2021
HE20211512A31ALEE
Interactive New Cultural
Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and “New Cultural
Production”) Space”) Total
DHRERET NEHEE
BE(ABER (A8
B & EIfE R EE]) [Xe#zE"]) Bt
HK$'000 HK$'000 HK$'000
FET FAT FAT
- Revenue from CG production - RE BB GEE/EZ A 2,806 - 2,806
- Box office receipts - ZRMA 10,653 - 10,653
- Licensing income from television- R84 FFA 78R E &
programmes and movies to FHHMERA
online platforms 5,699 - 5,699
— Patent fee income from granting - KB 1F LG EENEFIEUA
the right to access of
trademarks 1,225 - 1,225
- Management service fee - EEREE - 16,057 16,057
- Rental income - el - 48,249 48,249
Total revenue from external REMIRE 2 Mm@
customers 20,383 64,306 84,689
Segment results DHEE (2,909) 44,753 41,844
Unallocated income LN 66
Unallocated expenses AOEAX (19,579)
Profit before income tax from  REBBELLER L
continuing operations BRETSEL AR A 22,331
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REVENUE AND SEGMENT INFORMATION 5 WKk oEBE R (£Z)

(Continued)

(a) Segment information (Continued)
Other information:

(a) ZEER(E)
HEH -

Year ended 31 December 2021
HE2021F12831BILEE

Interactive ~ New Cultural

Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and  “New Cultural
Production”) Space”) Unallocated Total
TERER
YTEE (I p&tiealin
ENBGAIE (A8
REED)  [LE=m)) R B
HK$'000 HK$000 HK$'000 HK$'000
FET FET FET FET
Depreciation of property, mE - WEREETE

plant and equipment (Hit8)

(Note 8) (662) (373) (243) (1,278)
Depreciation of right-of-use  [FFEEENE (H/i£8)

assets (Note 8) - (298) (647) (945)
Provision for impairment JEM — B A R F0E

of amount due from an LRERE (H33)

associate (Note 33) (242) - - (242)
Amortisation of movies and B N EREE Mg 2 B

television programmes rights ~ (##:28)

(Note 8) (10,622) - - (10,622)
Interest income (Note 6) BN (FE6) 7817 342 66 8,225
Government grants (Note 6)  BiffF# ) (#1516) 11,740 660 - 12,400
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5 REVENUE AND SEGMENT INFORMATION 5 WKk oEBE R (£Z)
(Continued)

(a)  Segment information (Continued) (a) SHBER(E)

Year ended 31 December 2021
HE2021F12 A31HILFE

Interactive New Cultural

Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and ~ “New Cultural
Production”) Space”) Total
BERER
YTEE (A MR
BB EIE (RITE
REHE])  [UEHER]) Bt
HK$'000 HK$'000 HK$'000
FET FET FET
Timing of revenue recognition ZBHEAZ KREE LA AN
for revenue from contracts
with customers
- At a point in time -RE-EY 16,352 - 16,352
- Over time - EREEE 4,031 16,057 20,088
20,383 16,057 36,440
Rental income He WA - 48,249 48,249
Total revenue from external REINPEP 2 Wi B8
customers 20,383 64,306 84,689
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REVENUE AND SEGMENT INFORMATION 5

(Continued)

(a) Segment information (Continued)

Wz ko HER (&)

(a) DEER(E)
MR 2022% K 20211243182

The segment assets and liabilities as at

31 December 2022 and 2021 are as follows:

DEEERBEMT:

Year ended 31 December 2022

HZ202512831BILEE
Interactive ~ New Cultural
Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as “CG known as
Creation and  “New Cultural
Production”) Space”) Unallocated Total
EERER
BTEE (AR NEHEH
[EREGAIE (A%
REMED  [UHER)) KO &t
HK$'000 HK$000 HKS$'000 HK$'000
TiEr FEr TEr Tér
Segment assets PHEE 242,531 332,806 57,026 632,363
Segment liabilities HHaE 46,930 35,236 225,663 307,829
Additions to non-current REFEMBEE
assets 25,939 - - 25,939
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A R

5 REVENUE AND SEGMENT INFORMATION 5

(Continued)

(a) Segment information (Continued)

Wz ko HER (&)
(a) ZEER(E)

Year ended 31 December 2021

BE2021 512 AN ALEE
Interactive New Cultural
Entertainment and Sports
and Digital Space
Assets (formerly (formerly
known as "CG known as
Creationand ~ "New Cultural
Production”) Space”) Unallocated Total
EERER
BTAE (AR NEHMER
[ERB&EIE (FitA
REE])  TxiLazER)) AHE At
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET AT
Segment assets DHEE 277845 335,339 76,899 690,083
Segment liahilities HEHaE 50,311 36,345 239,612 326,268
Additions to non-current REFRBEE
assets 15,178 - 1,949 17127
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5 REVENUE AND SEGMENT INFORMATION
(Continued)

(a)

Segment information (Continued)
Geographical information

The following table shows revenue generated
from the reportable segments by geographical

area as according to the location of the
customers:

Wz ko HER (&)

(a) ZEER(E)
i & FY

TRETEBEPUERILRE

DHHAEZ®mD A

ﬁﬁ_ .

B AT EE £ HY I

2022 2021

HK$000 HK$'000

FEBT FET

Mainland China AR i 71,902 83,902
Hong Kong B 393 177
Others Hih - 610
72,295 84,689

The following table shows non-current assets
by geographical segment as according to the
location where the assets are located:

NRERRIBEE E TR RIR
B RE D HIERBEE

2022 2021

HK$’000 HK$'000

FET FET

Mainland China R A 3 298,455 304,860
Hong Kong BB 830 2,167
299,285 307027
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5 REVENUE AND SEGMENT INFORMATION 5 Wk oEHER (&)
(Continued)
(a)  Segment information (Continued) (a) HBER(E)
Information about major customers TEEFEH
Revenue from customers contributing 10% or UNTREREBRBEWEER10%
more of the total revenue of the Group are as FA LW B
follows:
2022 2021
HK$000 HK$'000
FET FET
Customer A ZEA - 9,186
Customer B =ZFEB 9,733 10,312
Customer C Z2FEC - 13,245
(b) Assets and liabilities related to contracts (b) HEFEANHEHBHNEERE®R
with customers
The Group has recognised the following AEEDERUATEHEEA 4E
assets and liabilities related to contracts with FMEEREE
customers:
2022 2021
HK$'000 HK$'000
FET FET
Contract assets (Note (i) BHVEE () 1,610 -
Contract liabilities EHEE
— Revenue from Interactive - REEFRERHFTEE (A
Entertainment and Digital [ EIEEAIERRE])
Assets (formerly known 2 Wz (BTt i)
as "CG Creation and
Production”) (Note (ii)) 2,996 2,894
Notes: Hiat -

(i) These contract assets arise from Interactive
Entertainment and Digital Assets (formerly known
as "CG Creation and Production”) for the portion of
fee that the Group had not invoiced to customers
in relation to performance obligations that have
been satisfied.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 REVENUE AND SEGMENT INFORMATION
(Continued)

(b)

Assets and liabilities related to contracts
with customers (Continued)

Notes: (Continued)

(ii) These contract liabilities arise from Interactive
Entertainment and Digital Assets (formerly known
as “CG Creation and Production”) when the Group
received payments from customers in advance.
Increase in contract liabilities balance is due to
increase in overall contract activities.

Revenue recognised in relation to contract
liabilities:

The following table shows how much of the
revenue recognised in the current year related
to carried forward contract liabilities:

5

Ra R RAR M

Wz ko HER (&)
(b) EEFANEENEERAR

(#%&)
Hret (&)

(ii) EHRENHFEE(AEIE
BEGEEREE]D) 26 H8A
ERAEAKERERAWE P K
BREL - AN B ERFEIE N
ERREESAEFILINAER o

HEWR BB E BERKA -

TR IR 4 T T R ) i A B

TRE
REANBERENEH

2022 2021
HK$°000 HK$'000
FET FET
Revenue recognised that was RFEEFAES LB EBRTEL
included in the contract BRI ¢
liabilities balance at the
beginning of the year:
- Revenue from Interactive - REEHIRERETEE (A
Entertainment and Digital B EGAEMREE])
Assets (formerly known 2 W
as "CG Creation and
Production”) 673 2,521
- Management services fee - BEERGE - 72
673 2,593
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5 REVENUE AND SEGMENT INFORMATION
(Continued)

(b) Assets and liabilities related to contracts
with customers (Continued)

Unsatisfied performance obligation:

The following table shows unsatisfied
performance obligations with aggregate amount
of the transaction price allocated to contracts
that are partially or fully unsatisfied as at
the end of the year and are expected to be
satisfied in the following time bands.

5

Wz ko HER (&)

(b) EEFANEENEERAR

=
=

N

KIETTHIERIZET -

TRETRERDEERLDHE
MARBTANNRZHEEBRILIEA
IR T OISR R B 1T 2 RIBTT
HIB KIS -

Revenue from

Interactive
Entertainment
and Digital Management
Assets (formerly services
known as “CG and
Creation and consultancy
Production”) fee Total
py=
DBRERET
EE(ABERK BB
B AIEREME]D) PR &R
pAE BEER a5t
HK$'000 HK$'000 HK$'000
FET FET FHET
As at 31 December 2022: R2022F 124318 :
- Within one year - —EHR 2,123 4,400 6,523
- More than one year but not - B@E—FEFZRESE
more than five years 1,289 6,739 8,028
- More than five years - BBRE 1,159 128 1,287
4,571 11,267 15,838
As at 31 December 2021: #2021%12 A31H
— Within one year - —FHUR 937 5,323 6,260
- More than one year but not - HBE—FALLRAE
more than five years 850 8,957 9,807
- More than five years -BELE 1,449 1,200 2,649
3,236 15,480 18,716
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OTHER INCOME Hiplr A
2022 2021
HK$'000 HK$'000
FET FET
Government grants (Note) BT B (B7aE) 4,751 12,400
Interest income B U A 8,272 8,225
Others Hip 781 225
13,804 20,850

Note: Hiat -

During the year ended 31 December 2022, government grants
included subsidies of HK$4,422,000 (2021: HK$11,842,000)
received from the relevant authorities in the PRC which are
incentive payments mainly for industrial development to the
Group whereby no future related cost is required or expected to
be made.

In addition, an amount of HK$185,000 (2021: HK$558,000)
is related to government grants on computer equipment
acquisition which are amortised to the consolidated statement
of comprehensive income during the year on a straight-line
basis over the estimated useful life of the acquired assets.

During the year ended 31 December 2022, government
grants of HK$144,000 (2021: Nil) are grants from Employment
Support Scheme under Anti-Epidemic Fund, which is related to
Coronavirus Disease 2019 (“COVID-19"). There are no unfulfilled
conditions or other contingents attached to the grants.

HZE2022F 12 A3 BILEE » WFEBEE
& 7 B AE B AR A U ER 2 4,422,000 7T (2021
F 1 11,842,000870) WAL - T EEAREASE
EREXER BEFE  WHASBETTE
BRI -

3 4 185,000 7T (2021 £F : 558,000 7T )
ZEHENEEESKRE I HFEDAR I
REEREFBEEZHHAERERNER
FEEERAZEERAR -

H 22022F12A31B IEFE BT @& B
144,00087L(2 0 2 1 F : ) AKX AR
BEESE MR ETEINFE - 812019 AKE
SHxE(TCOVID - 191) B - 25BN EEE
B oA 32 Ak A6 11 sl L fh sl R i1 o

OTHER GAINS, NET Hiplss - B8
2022 2021
HK$'000 HK$'000
FET FET
Gains on disposal of property, HEME - BB R&E W=
plant and equipment - 95
Change in fair value of investment &&EWMENEZEE (H1:7F18)
property (Note 18) - 6,038
Exchange gains/(losses) i 5 e, (E518) 38 (101)
38 6,032
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EXPENSES BY NATURE

8 RHMEAASZEX

2022 2021
HK$’000 HK$'000
FET FET
Employee benefit expenses EERNFE (Hat)(#iE9)

(Note) (Note 9) 41,650 38,787
Marketing expenses TIGERRS 1,188 10,069
Subcontracting and movie PBEBMNEYREE

services fee 4,809 548
Amortisation of movies and B R ERETE i #iH

television programmes rights (Ktit20)

(Note 20) 1,735 10,622
Provision for impairment of RN B 2R ERE (f2E20)

productions work in progress

(Note 20) 1,841 -
Utility expenses KEE 6,695 6,945
Legal and professional expenses JAENBEREGE 2,157 2,674
Consultancy fee (Note 33(a)) AR & (#17#33(a)) 2,880 2,880
Depreciation of property, plant M - WE REEITE (K57 16)

and equipment (Note 16) 1,375 1,278
Real estate duty and land use tax FEEM T {FEBT 2,390 2,524
Deprecation of right-of-use assets {FREEEZITE (H1:F17)

(Note 17) 1,017 945
Rental expenses for short-term REEE s HeRX

lease 299 1,145
Auditor's remuneration ZER S

- Audit services - BE R 1,320 1,320

— Non-audit services - JEEATARTS 360 360
Cleaning expenses BRE 955 1,116
Travelling expenses (Note) EIRE (HiE) 743 1,480
Repair and maintenance expenses #{&NREH T 1,004 804
Others (Note) HAth (K7it) 7,301 5,487
Total cost of sales, distribution SHERA « DEAMBEER AL

and selling expenses and TR 8%

administrative expenses 79,719 88,984

Note:

For the year ended 31 December 2022, research and
development costs of HK$10,456,000 (2021: HK$13,134,000)
have been incurred and HK$5,557000 (2021: HK$10,807,000)
has been capitalised in movies and television programmes

rights and productions work in progress.
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BMEE D 2AX(E)
Mg (%)

EXPENSES BY NATURE (Continued) 8
Note: (Continued)

UTRHERS  ZAXEFEFE2EKA
RPE THERAK] PR -

Below represents the research and development costs which
are recognised within “cost of sales” in the consolidated

statement of comprehensive income during the year.

2022 2021
HK$000 HK$'000
FET FET
Employee benefit expenses EERAFRX 4,111 1,653
Travelling expenses ZIRE - 6
Others HAith 788 668
4,899 2,327
EMPLOYEE BENEFIT EXPENSES 9 EERBFMAX
2022 2021
HK$'000 HK$'000
FET FET
Wages, salaries and bonus T8 - HFamiEs 45,718 48,430
Pension costs — employer’s RIREKA - BERFERRK
contributions to defined BEEGENC =,
contribution plans (Note) 7,694 6,837
Other benefits HAth a7 649 947
54,061 56,214
Less: Amount capitalised in B EEERE R
movies and television EARET B i &
programmes rights and EREFERNZ T
productions work in
progress
Wages, salaries and bonus T8 - HFamiEs (10,245) (14,688)
Pension costs — employer’s RIS - BERFRERRK
contributions to defined BRI (A )
contribution plans (Note) (2,077) (2,607)
Other benefits Ebta A (89) (132)
(12,411) (17.427)
41,650 38,787
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EMPLOYEE BENEFIT EXPENSES (Continued) EEERMX(E)
2022 2021
HK$'000 HK$'000
FET FET
Cost of sales THERM A 20,631 14,277
Administrative expenses ITHHEX 21,019 24,510
41,650 38,787

For the year ended 31 December 2022, employee
benefit expenses of HK$12,411,000 (2021:
HK$17427000) have been capitalised in movies and
television programmes rights and productions work in
progress. The amount will be subsequently recognised
in “cost of sales” when obligations are performed.

Below represents employee benefit expenses
incurred from the Cultural Park during the year which
are classified as “discontinued operation” in the
consolidated statement of comprehensive income.

HZE202F12A3MBIEFE: BB
& A B 12,411,000 7t (20214 :
174270008 70) EER L EEZ LER
EEMRENERBHEN - BERAOK - %
TEEBEEASTE [SHERMA ] RRER -

UTRFEEBXICEXRBEELZEERE
MAX  REa2mBARANEDER
[ERIEEEER] -

2022 2021

HK$’000 HK$'000

FET FET

Wages, salaries and bonus ITE  HeomEs 1,260 4,146
Pension costs — employer’s RSN - EFmAREHEK

contributions to defined FHEIA R

contribution plans 61 299

Other benefits HAth a7 2 142

1,323 4,587

Note:

The Group has arranged for its Hong Kong employees to join
the Mandatory Provident Fund Scheme (“the MPF Scheme”),
a defined contribution scheme managed by an independent
trustee. Under the MPF Scheme, the Group (the employer)
and its employees make monthly contributions to the scheme
generally at 5% of the employees’ earnings as defined
under the Mandatory Provident Fund legislation. The monthly
contributions of each of the employer and the employee are
subject to a maximum contribution of HK$1,500 per month
(for period after 1 June 2014) and thereafter contributions
are voluntary. The Group has no further obligation for post-
retirement benefits beyond the contributions.
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EMPLOYEE BENEFIT EXPENSES (Continued)
Note: (Continued)

As stipulated by rules and regulations in the PRC, the Group
contributes to state—sponsored retirement plans for employees
of its subsidiaries established in Mainland China.

As at 31 December 2022, there were no forfeited contributions
available to offset future retirement benefit obligations of the
Group (2021: same).

Five highest paid individuals:

The five individuals whose emoluments were the
highest in the Group for the year include two (2021:
two) directors whose emoluments are reflected in
the analysis presented in Note 10. The emoluments

9

Ra R RAR M

BEBANEX (&)

Mg < (4)
REREEEEANAT - AEBARERE
PO 37 40 BB 23 ) 0 B 1) B3 B SR AR

S -

M2022F 12 A31H - HIETARKELAEE
RIRAAEFE B RL UM (2021 - E) -

hfismEFMAL

FR - AEBRUESHMHALTS - M
HZH(Q2021F - WEB)BREE - FEZHE
EMFEI02ZzoNMRM - 2 FES
PRSI =RAT(20214F : =)Wk

paid/payable to the remaining three (2021: three) ARARESEIERTHAR  BEEN
individuals who are neither a director nor chief SN Z S FBT ¢
executive of the Company during the year are as
follows:
2022 2021
HK$'000 HK$'000
FEx FET
Wages, salaries and bonus IE& - HFaeiEs 2,274 2,375
Pension costs — employer’s RIRERA - BEMFEHREE
contributions to defined EOREEN
contribution plans 148 131
2,422 2,506

The emoluments for these three individuals (2021:
three) fell within the following bands:

Nil to HK$1,000,000 £%1,000,0008 7T

ZE=%(2021F : =) AL ZBIEIA
TEERA
2022 2021

3 3

During the year, no emoluments have been paid by
the Group to the directors or the five highest paid
individuals mentioned above as an inducement to join
or upon joining the Group, or as compensation for
loss of office (2021: Nil).

AREBWEETMNESS AL RS
ATERNEAMBE  LEARSERER
MMAKINAREREZ 2 SRRk Bk B E
(20214 : #®) o
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10 BENEFIT AND INTEREST OF DIRECTORS 10 EFSZEMARAZE
(a) Directors’ and chief executive’s emoluments (a) EERBSTHAENEH
The remuneration of each director and the chief HZE2022F12A31BIEFE -
executive for the year ended 31 December BREZER&ESTEA B FH M
2022 is set out below: W
Employer's
contribution
Estimated toa
mongy value ~ retirement
Discretionary ~ Housing ~ of other benefit
Name Fees Salary  bonuses allowance  henefits  scheme Total
£
RUEAN  EAER
#4 g ¢ BERA  RERE HHEMEE HEMER aif
HKS000  HKSO00  HKSOO0  HKSU0O  HKSOOD  HKSOO0 RSO0
7 71 FEL 7 7 FEn FEL
Executive directors #ires
Wi Xu Liang (Chairman) BERL(ZE) - - - - - - -
M. Wang Hongpeng E9A, ynd - 1,080 - - - 18 1,098
M Xiao Yong BERE - 601 8 - 3 7 m
- 1,681 89 - 3 97 1870
Non-executive director FHES
M. Chen Zheng Rt 150 - - - - - 150
150 - - - - - 150
Independent non-executive directors  BUFHTES
Prof. Japhet Sebastian Law BUHHR 20 - - - - - 40
Mr. Lam Yiu Kin iyt 20 - - - - - 20
Mr. Zheng Xiaodong Hpars 40 - - - - - 40
M. LiYao (Note i) BERE W) 150 - - - - - 150
810 - - - - - 870
Total At 1,020 1,681 89 - 3 97 289
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10 BENEFIT AND INTEREST OF DIRECTORS 10 EEZEAMRAZ(E)

(Continued)
(a)  Directors’ and chief executive’'s emoluments (a) EERESITHABNHMNE)
(Continued)
The remuneration of each director and the chief HZE2021F12A31BIEFE -
executive for the year ended 31 December BUESERESTEA B8 B
2021 is set out below: wmr
Employer's
contribution
Estimated toa
money value  refirement
Discretionary ~~ Housing ~~ of other benefit
Name Fess Salary ~ bonuses  allowance  benefits  scheme Total
EtM
RN RIOGE
14 s ¢ BB REEL GHYREE  EORT G
HK$000  HKS'000  HKS000  HKS'00  HKS000 - HKSO000  HK$'000
78T FET FEL AT 78T FET FEL
Executive directors 4173
Ms. Cheng Xiaoyu (Note ) BETRL W) - 1,100 - - - bl 1,155
Mr Wang Hongpeng A 7 - 1,00 70 - - 18 1818
Mr. Xu Liang (Chairman) et - - - - - - -
M. Xiao Yong BERE - 569 145 - - I 785
- B - - TRV
Non-executive director FiEE
M. Chen Zheng Bl 150 - - - - - 150
180 - - - - - 190
Independent non-executive directors  HUAETES
Prof, Japhet Sebastian Law EVHIR 20 - - - - - yli)
Mr. Lam Yiu Kin MESLE 240 - - - - - 240
Mr. Zheng Xiaodong gpRit 10 - - - - - 10
M, LiYao (Note (i) R ) 114 - - - - - 114
B - - - - -
Total Ait 94 2709 865 - - 144 470
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10 BENEFIT AND INTEREST OF DIRECTORS
(Continued)

(a) Directors’ and chief executive’s emoluments
(Continued)

Notes:

(i) Ms. Cheng Xiaoyu was retired on 30 June 2021.

(ii) Mr. Li Yao was appointed on 29 March 2021.

(b) Directors’ retirement benefits

None of the directors received or will receive
any retirement benefits during the year ended
31 December 2022 (2021: Nil).

(c) Directors’ termination benefits

None of the directors received or will receive
any termination benefits during the year ended
31 December 2022 (2021: Nil).

(d) Consideration provided to third parties for
making available directors’ services

During the year ended 31 December 2022, the
Company did not pay consideration to any third
parties for making available directors’ services
(2021: Nil).

(e) Information about loans, quasi-loans
and other dealings in favour of directors,
controlled bodies corporate by and
connected entities with such directors

During the year ended 31 December 2022,
there is no loans, quasi-loans and other dealing
arrangements in favour of the directors, or
controlled body corporates and connected
entities of such directors (2021: Nil).
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BENEFIT AND INTEREST OF DIRECTORS 10 EZEZ®EFKRAZEE)
(Continued)
(f) Directors’ material interests in transactions, () EBNXRG ZHIEYNTHNE
arrangements or contracts REER
Save as disclosed in Note 33, no other BREYFESIFAEE I - AR FIE
transactions, arrangements and contracts EMERFERIFRNEMERF
of significance in relation to the Group's BEARRARERFTA 7 BHK
business to which the Company was a party SEEBRBUCERRS - T
and in which a director of the Company had a ReftrHEEERSEEZEXR
material interest, whether directly or indirectly, e o
subsisted at the end of the years or at any time
during the years.
FINANCE COST 11 ®BWERE
2022 2021
HK$°000 HK$'000
FET FET
Finance cost on lease liabilities MEAEZBERAR (22) (14)
INCOME TAX EXPENSE 12 FrEHAx
2022 2021
HK$’000 HK$'000
FET FET
Continuing operations BEKEXR
Current tax: BIHATS 1A -
- Hong Kong profits tax - BAENER - -
- PRC corporate income tax - PRI EREH ([EMEH])
("CIT") 923 3,575
— Over provision for prior years - AR E 2 iBRE (37) (19)
886 3,656
Deferred income tax (Note 28) ELEPRSH (Mat28) 1441 2,812
Income tax expense Frigfif 2 2,327 6,368
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12

INCOME TAX EXPENSE (Continued)

Notes:

a.

No Hong Kong profits tax has been provided as there is
no assessable profit arising in Hong Kong for the year
(2021: Nil).

PRC CIT represents taxation charged on assessable
profits for the year at the rates of taxation prevailing
in the cities in Mainland China in which the Group
operates. The tax rate applicable to the subsidiaries in
Mainland China is 25%, except for two subsidiaries (2021:
two subsidiaries) of the Group in Mainland China which
were approved as High and New Technology Enterprise
and accordingly, it is subject to a reduced preferential
CIT rate of 156% for a 3-year period according to the
applicable CIT Law.

According to applicable tax regulations prevailing in the
PRC, dividends distributed by a company established
in Mainland China to a foreign investor with respect to
profits derived after 1 January 2008 are generally subject
to a 10% withholding tax. Such dividend rate is further
reduced by applicable tax treaties or arrangement.
According to the tax treaty arrangement between
the PRC and Hong Kong, the withholding tax rate on
dividends paid by a Mainland China resident enterprise
to a Hong Kong resident enterprise is further reduced to
5% if the Hong Kong resident enterprise holds at least
25% equity interests in the Mainland China resident
enterprise.

As at 31 December 2022, there was no deferred income
tax provided (2021: same) in relation to the unremitted
earnings as the Group's management has approved
that Mainland China subsidiaries have no intention and
are not probable to declare dividend in the foreseeable
future and the Group is able to control the timing of the
reversal of the temporary differences and it is decided
that the unremitted earnings will not be remitted in the
foreseeable future.

According to relevant laws and regulations promulgated
by the State Tax Bureau of the PRC that was effective
from 2018 onwards, enterprises engaging in research
and development activities are entitled to claim 175% to
200% (2021: 175%) of their research and development
expenses so incurred as tax deductible expenses when
determining their assessable profits for that year (“Super
Deduction”). The Group has made its best estimate
for the Super Deduction to be claimed for the Group's
entities in ascertaining their assessable profits for the
years ended 31 December 2022 and 2021.
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INCOME TAX EXPENSE (Continued) 12

The income tax expense on the Group's profit before
income tax from continuing operations differs from
the theoretical amount that would arise using the
taxation rate of the home country of the Group
companies as follows:

FRiS®ipaxz (4)

AEBEREFELEEH B EDA
A Z IS RIARRBAKERELZ
MERMAEIERVBZEZRBMD

2022 2021
HK$’000 HK$'000
FEx FET
Profit before income tax from KA ERESER 2B ITERATS R
continuing operations 4,205 22,331
Tax calculated at the domestic tax %@ B E B8 B K & 5 f B A 7 R
rates applicable to profit in the HERRIE
respective countries 1,236 7369
Income not subject to tax AT ERFLUA (40) (11)
Expenses not deductible for tax — FLFE M S N FHIFHFX
purposes 1,614 679
Tax losses not recognised REERT G EE 1,633 565
Utilisation of previously B AL H R IER 2 B B 1R
unrecognised tax losses (152) (83)
Effect of Super Deduction granted #4531 /1 B A4 fff /& A &)
to certain subsidiaries in Mainland BEEIEMN 7 £
China (1,927) (2,132)
Over provision for prior year AR E 2 tBEa B (37) (19)
Income tax expense for the year K BEHERKLER
from continuing operations ZFEEERES 2,327 6,368
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13 (LOSS)/EARNINGS PER SHARE 13 SR (B8 BF
2022 2021
HK$000 HK$'000
FEx FET
(Loss)/profit attributable to owners A GIFA AFEGZ (i)
of the Company ikl
- Continuing operations - HRKEER 1,878 15,963
- Discontinued operation - BT (8,063) (10,295)
(6,185) 5,668
2022 2021
No. of No. of
shares shares
gvip =] Sk 4=
‘000 ‘000
FiE FR
Weighted average number of BT R INEFHE
ordinary shares in issue 1,507,734 1,509,917
2022 2021
HK cents HK cents
B JEN
Basic and diluted (loss)/earnings  TIRENEEE (Fi18) BF|
per share
- Continuing operations - BFECEER 0.12 1.06
- Discontinued operation - BRIEREER (0.53) (0.68)
Total basic and diluted (loss)/ FRERNEEE Y (BE) BFRE
earnings per share (0.41) 0.38
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(LOSS)/EARNINGS PER SHARE (Continued)

Basic (loss)/earnings per share is calculated by
dividing the (loss)/profit attributable to owners of
the Company by the weighted average number of
ordinary shares in issue during the year excluding
ordinary shares repurchased by the Company (Note
23).

Diluted (loss)/earnings per share is the same as basic
(loss)/earnings per share as there were no potential
dilutive ordinary shares outstanding during the year
(2021: same).

DIVIDENDS

No dividend is paid, declared or proposed during the
years ended 31 December 2022 and 2021, and no
dividend has been proposed since the end of the
reporting period.

DISCONTINUED OPERATION

As set out in Note 27 the Cultural Park operation was
classified as discontinued operation since 1 December
2018. Certain costs continued to be incurred during
the years ended 31 December 2021 and 2022 as the
matters as set out in Note 27 are still ongoing.

13

14

15

Ra R RAR M

Bk (B8 BF (&)

FREX(BR) /BN EREZE
AREFAE AR (BE) SR FIBR AR
FRABHITE B Z MEFHE (T B
7R A (Bl A (B 23) ©

ERFERRECEITHEEEELRK
(20214 : #8RA) - HEREE ~ (E8)
B EEIREAR (FE) /BFAER -

B S

H 220224 K2021F12 A31H Ik F
B BERM - SRR IR ST
B BARSREHRA R INE 2 R

B °

ERIEREEK

AR EE 27 Al - EEXEBEMLED 5
2008 F 12 AMHEHBE A KR IEKE
& o IR EERME27MEENEHE
17 Bl 220219 &2022%12H31H
IFFEMEEEERTRA -
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15

DISCONTINUED OPERATION (Continued) 15 CRIEKEER(EF)
Financial information relating to the discontinued ERIEREEBRFANIMBER N
operation for the year is set out below: N
Cultural Park XALEEE
2022 2021
HK$000 HK$'000
FET FET
Other income Efbug A 16 843
Other losses, net HibEstE - HEE - (3)
Administrative expenses THFAX (3,874) (9,198)
Provision for rental and settlement T84 N 45 5 &
expenses (7,999) (7963)
Loss before income tax BTSRRI E B (11,857) (16,321)
Income tax credit IRk - 1,181
Loss for the year from RADKRIEEEERZ FEEIE
discontinued operation (11,857) (15,140)
2022 2021
HK$000 HK$'000
FET FET
Net cash outflow from operating &4 587 IR 4 imH F58
activities (5,064) (4,416)
Net cash inflow from investing KEESH 7R R A FEEE
activities 2 21
Net cash inflow from financing ME S IRERAFE
activities 3,509 5,000
Net (decrease)/increase in cash ~ BRIMHEEEK RS MRS
and cash equivalents in ZEMORD) L IFEE
discontinued operation (1,553) 605
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PROPERTY, PLANT AND EQUIPMENT 16 Y¥ BERRE
Equipment,
Building Leasehold  furniture and Computer Motor
(Note fjj]  improvements fixtures equipment vehicles Total
B %l G
(W) BExE R&E ElRE nE &
HK$ 000 HK$000 HK$000 HK$000 HK$000 HK$000
A1 FAT FAr FAT AT AT
At 1 January 2021 R21E1R18
Cost s 12,466 1975 4,744 35,953 3,756 58,894
Accumulated depreciation 2 17) (1,975) (4,619) (33,299) 3,191) (43,295
Net ook amount HESE 12,049 - 125 2,660 565 16,599
Year ended 31 December 2021~ EZ20215
12ANALEE
Opening net book amount ENEREE 12,049 - 125 2,660 565 16,599
Additions RE - 234 234 1582 - 2,050
Depreciation (Notefi) REW) (377) (30) (102 (2,369) (182 (3,050
Disposal L& - - (10) - (12) (22)
Exchange realignment 3 30 - 10 63 1 444
Closing net book amount EXERTE 12,24 204 257 1,946 37 15,021
At 31 December 2021 R2021512831R
Cost s 12,848 233 3,151 37Th 3,005 53,061
Accurnulated depreciation 2itng (606) (29) (2,894) (31.828) (2,683) (38,040)
Net book amount EESE 12,242 204 267 1,946 312 15,021
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16  PROPERTY, PLANT AND EQUIPMENT (Continued) 16  #13 - BERRME (&)
Equipment,
Building Leasehold  furniture and Computer Motor
(Note fjj]  improvements fixtures equipment vehicles Total
B By AL
(W) BEkE R&E EERE hE &
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
FAT FAT TAT TAT TAT 7T
Year ended 31 December 2022 BZ02E12A31BLEE
Opening net ook amount ENRETE 12,242 04 %7 1,946 3n 15,021
Additions e - - 18 2468 - 2486
Depreciation (Note (i) wEMW) (362) (116) (69) (1.817) (154) (2518)
Exchange realignment EHHE (1,018 - (31) (170) - (1.219)
Closing net book amount EXEREE 10,862 88 175 2407 218 13770
At 31 December 2022 R2022%12831H
Cost i 11,767 23 2913 33,656 3012 51,581
Accumulated depreciation ZifnE (905) (145) (2,738) (31,229 (2,794) (37811)
Net book amount BEE 10,862 8 175 2477 218 13,770
Notes: Kiat

(i)

(if)

As set out in Note 26, the building acquired during the
year ended 31 December 2020 is located at Foshan, the
PRC.

Depreciation expense of HK$1,001,000 (2021:
HK$932,000) has been charged in “cost of sales’
HK$374,000 (2021: HK$346,000) in “administrative
expenses” and HK$Nil (2021: HK$32,000) has been
charged in “discontinued operation” The remaining
amount of HK$1,143,000 (2021: HK$1,740,000)
represents amount capitalised in movies and television
programmes rights and productions work in progress.
The amount will be subsequently recognised in “cost of
sales” when sale is performed.
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(i)
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LRI EE 26 FT#l - REIZE 20204F 12 A 31
AIEFEBENEFORPBEH LT -

PFERMZ1,001,000/8 7T (2021 F -
932,000 0) EFTATHEMA] A -
374,0007% 7t (2021 4 : 346,000 7T )
BRFATITEAS | R MEET (2021
& :132,000870) BRFA B R IEEE
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RIGHT-OF-USE ASSETS AND LEASE LIABILITIES
This note provides information for leases where the

Group is a lessee.

(i) Amounts recognised in the consolidated
statement of financial position

17

Ra R RAR M

EREEENREERE

ARG AR BEARRANE
&2 AR -

(i) HEFEHBRRRPEINEE

2022 2021
HK$000 HK$'000
FET FAET

Right-of-use assets EREEE
Land use right + Hb {5 A 8,531 9,614
Buildings Bx 479 1,197
Office equipment WNRERME 30 46
9,040 10,857

Lease liabilities HEAE

Current T Ep 475 690
Non-current JERE 17 492
492 1,182

Additions to the right-of-use assets during the
year ended 31 December 2022 were HK$NIl
(2021: HK$1,401,000).

HZE2022F12A31BIEFE -
G EREEEAZTHEITL(2021
11,401,000 7T) °
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17 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 17 fFR#EERBEEEE(E)
(Continued)
(i)  Amounts recognised in the consolidated (i) HEHFEEZEAVARAERZLEE

(iii)

statement of comprehensive income

2022 2021
HK$’000 HK$'000
FEx FET
Depreciation charge of right- FREEEZITE
of-use assets
Land use right T Hb{E AR 283 298
Buildings g 718 631
Office equipment /N 16 16
1,017 945
Interest expense (included in R EXH (BFEBEKEARN)
finance cost)
Buildings EF 20 1
Office equipment WRERE 2 3
22 14
Expenses relating to short— EHGHME 2R (BEETH
term lease (included in A
administrative expenses) - 1,145

The total cash out flow for leases during the
year was HK$712,000 (2021: HK$626,000).

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

are accounted for

The Group leases various land, offices and
equipment. Rental contracts are typically made
for fixed periods of 2 to 33 years and do not

have extension options.

BIT) e

K& Hs o FrET 78

BEMEEE -

FROHENRESALRES
712,000/ 7t (2021 4 : 626,000

AEBNEEEFHREARLERK
AEEREREZR L  BAE

WBEAR
NF2EBFNETFEHR - B8

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

as security for borrowing purposes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ra R RAR M

INVESTMENT PROPERTY 18 BREWE
2022 2021
HK$000 HK$'000
FHET F&T
Non-current assets - at fair ERBEE - BANRE
value
Opening balance as at 1 January #1 A1 BE&4 260,588 246,912
Net gain from fair value NAERE FRE
adjustment - 6,038
Exchange realignment PE i g K (21,911) 7638
Closing balance as at R12 A31 BERE
31 December 238,677 260,588
The investment property is located at Shenzhen, the KEMFL AR E AR o
PRC.
The following amounts have been recognised in the HIREMERGEEZEBARPERER
consolidated statement of comprehensive income for AT &% :
investment property:
2022 2021
HK$’000 HK$'000
FExT FET
Rental income from operating RELEHE 2 HSWBA
leases 42,162 48,084
Net gain from fair value DABERARE 2 FW= (Kt 7)
adjustment (Note 7) - 6,038
Direct operating expenses from  E4AHSWANYE Y BEELLHY
property that generated rental
income (2,506) (2,650)
Refer to Note 3.3 for the fair value estimation on the BRIREMENRAAEGRE - B2 REM
investment property. 3.3¢

Refer to Note 31 for minimum lease payments
receivable on leases of investment property.

EBEREWEHENZEERBEE
o B2EMEEST -
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19

206

INTEREST IN AN ASSOCIATE

Set out below is the associate held by the Group as
at 31 December 2022 and 2021 and is accounted for

using the equity method.

Opening balance at 1 January
Share of result

M1 A RFER
e

R—EBE QT 2R

LA 2 AREER 2022 F K% 20214512 A
N HEEMNBE QR - WEHRAEREZ

sty
H o
Ean

2022 2021
HK$000 HK$'000
FET T

Closing balance at 31 December

R12 A31 BFER&

Particulars of the associate, which is unlisted, as at

31 December 2022 and 2021 are as follows:

Place of

incorporation/
establishment/

Name of entity operation

MR
ERER B3 E i B
G.D.C Institute of Digital Macau

Media Technology (Macau)

Limited (“IDMT (Macau)”)
IREISERM R ORFT) A R

PR A R] ([IRIRENES

CRPFY) 1)

R 2022F %2021 F12A31H - 3F L
MZBERRZHBOT

Proportion of nominal
value of issued share
capital held by the

Group Principal activities
HAKEREZERITR
AEREEL A FEHEK
2022 2021
49% 49% Provision of CG animation
creation and production
services
REBEKEGBERIERR
1ERRTS

No summarised financial information in respect of
the Group's associate is set out as the financial
information of IDMT (Macau) is considered as
immaterial during the year ended 31 December 2022

and 2021.
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MOVIES AND TELEVISION PROGRAMMES 20
RIGHTS AND PRODUCTIONS WORK IN

EXNRERTERERERGH

PROGRESS
Movies and
television Productions
programmes work in
rights progress Total
ERHE RE EEEHH At
HK$'000 HK$'000 HK$'000
FET FET FET
At 1 January 2021 M2021%181H
Cost (D% 77324 9,034 86,358
Accumulated amortisation ESg T (65,718) (3,689) (69,407)
Net book amount REFE 11,606 5,345 16,951
Year ended 31 December 2021 HZE 20214
12A31MHILEE
Opening net book amount FYRRMEFE 11,606 5,345 16,951
Additions NE - 13,385 13,385
Amortisation By (10,622) - (10,622)
Exchange difference e ZERE 212 344 556
Closing net book amount EREMFE 1,196 19,074 20,270
At 31 December 2021 R 2021512 H31H
Cost D #N 79,690 22,876 102,566
Accumulated amortization ZETEEY (78,494) (3,802) (82,296)
Net book amount BREFE 1,196 19,074 20,270
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20

208

MOVIES AND TELEVISION PROGRAMMES 20

RIGHTS AND PRODUCTIONS WORK IN
PROGRESS (Continued)

Year ended 31 December

HZE2022F12831ALEE

EXNRERTEREREREGE (&)

Movies and
television Productions
programmes work in
rights progress Total
E5-7
EREE EREHA &t
HK$'000 HK$'000 HK$'000

FET TET TET

2022

Opening net book amount FHERENFE 1,196 19,074 20,270
Transfer ﬁﬁ 603 (603) -
Additions NG - 23,453 23,453
Amortisation b (1,735) - (1,735)
Impairment loss BEEE - (1,841) (1,841)
Exchange difference MEHZ5 (64) (2,285) (2,349)
Closing net book amount FRERAENFE - 37,798 37,798
At 31 December 2022 R 202212 H31H

Cost D@ 72,992 43,016 116,008
Accumulated amortisation 2ty (72,992) (5,218) (78,210)
Net book amount RMEFE - 37,798 37,798

For the year ended 31 December 2022, amortisation
amounting to HK$1,735,000 (2021: HK$10,622,000)
was included in the consolidated statement of
comprehensive income within “cost of sales”

For the year ended 31 December 2022, no provision
for impairment of movies and television programmes
rights (2021: same) and provision for impairment
of productions work in progress amounting to
HK$1,841,000 (2021: Nil) was included in the
consolidated statement of comprehensive income
within “cost of sales” as there were several CG
projects being put to suspension and their timing of
recovery became uncertain due to the impact of the
epidemic.

The Group has entered into a joint operation
arrangement to produce a movie (2021: same). The
Group has participating interests of 49% (2021:
49%) in this joint operation. The aggregate amount of
this intangible asset recognised in the consolidated
statement of financial position relating to the Group'’s
interests in this joint operation arrangement is
approximately HK$27944,000 (2021: HK$13,652,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 TRADE RECEIVABLES, DEPOSITS,
PREPAYMENTS AND OTHER RECEIVABLES

(i)

Trade receivables

Trade receivables from

KEEFEPEH 2 RKE SRR

Ra R RAR M

BRESER BE FAARKRHEAM
W R IE

FEUL B 5 BRR
2022 2021
HK$°000 HK$'000
TET TETT

contracts with customers 6,447 4,538
Rental receivables FEYFE & 6,992 5,066
13,439 9,604

Less: Provision for impairment J& : (B (2,215) (26)
11,224 9,578

Except for rental receivables from tenants,
which is due for settlement upon issuance of
invoices, the Group generally grants a credit
period ranging from 30 days to 120 days. The

B pE A A B U 2 A & YR AR BE
ABRZRINPLEEN  NEE—
BEENTI0EHEI120EHEE
Hi- ENE SERFBRBIREER

aging analysis of the gross trade receivables HZ R OTOT -
based on invoice date is as follows:

2022 2021
HK$°000 HK$'000
FET FET
Current to 90 days BIHAZ 90 H 11,597 8,246
91 to 180 days 91 H&180H 6 1,358
Over 180 days 180 B 1,836 -
13,439 9,604

The Group has applied the simplified approach
permitted by HKFRS 9, which requires the
expected lifetime losses to be recognised from
initial recognition of the assets. This provision
matrix is determined based on historical
observed default rates over the expected life
of the trade receivables with similar credit risk
characteristics and is adjusted for forward—
looking estimates. Note 3.1(b)(ii) provides for
details about the calculation of the allowance.

AEBERBEEVHREELE
OMAFFZBEITIE  BRWE
ERNRERATER D HEME
EFE -  ZBEBEERREEE
R IEEE < BIKRE ZERR
BAFHBEBRREMBENR
& E - 307 ATE M ik ETE A
o MEES (b)) IRE T B REE
wRTEMFE -
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21

210

TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS 21

AND OTHER RECEIVABLES (Continued)

(i)

Trade receivables (Continued)
Movements in the provision for impairment of

BRESER BE FAARKRHEAM
e o8 (48)

(i) BRESRMRGE)
EWE SIRFBERBNEEE

trade receivables are as follows: AT
2022 2021
HK$000 HK$'000
FET FET
Opening loss allowance at B 1 A1 BREYSERE
1 January 26 642
Increase in loss allowance RERERZ R BFFELE RS
recognised in profit or loss 2 R EIE N
from continuing operations 2,191 -
Receivables written off during 25 A8 M AUk O] 7 FE W BE 30
the year as uncollectible - (629)
Exchange realignment VE 5, 38 2L (2) 13
Closing loss allowance at ®12 A 31 BMEREE
31 December BB 2,215 26

The carrying amounts of trade receivables
approximate their fair values.

Balances are denominated in RMB and there
is no concentration of credit risk with respect
to trade receivables as the Group has a large
number of customers.

The creation and release of provision for
impaired receivables have been included in
the consolidated statement of comprehensive
income. Amounts charged to the allowance
account are generally written off when there is
no expectation of recovering additional cash.
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21 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES (Continued)

(ii)  Deposits, prepayments and other receivables

21

Ra R RAR M

U E 5 B
e o8 (48)

Be ANRREM

(i)  #&% - AARKEMEYR

2022 2021

HK$°000 HK$'000

FEx FET

Deposits Be 430 434

Prepayments KRS 1,592 1,329

Other tax receivables H b e U FizE 995 980

Other receivables =l A e Q] 3,954 5,678

6,971 8,321

Less: Current portion Jd - BIERES (6,971) (8,030)

Non-current portion FERNERER - 291

Denominated in: YA -

- RMB - AR 6,197 7552

- HK$ -ET 774 769

6,971 8,321

The carrying amounts of deposits and other e REAMERFIEN REERE
receivables approximate their fair values. MHEHARME -
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22

CASH AND CASH EQUIVALENTS AND 22

BeRBLZEMURERETE

RESTRICTED BANK DEPOSITS A
2022 2021
HK$'000 HK$'000
FET FET
Restricted bank deposits (Note (i) BIEHIRITER (K17 ()) 42,689 46,603

Cash and cash equivalents ReRAREZED

— Cash at bank - IR17TIE & 32,489 82,845
— Fixed deposits (Note (ii) - BT (I A (1) 238,036 235,974
— Cash on hand - FEHRE 59 26
270,584 318,845
313,273 365,448

Denominated in: BIME :

- HK$ - BT 7,688 8,714
- RMB - AR¥ 304,029 341,912
- Us$ - %7 1,518 14,781
— Others - Hih 38 41

313,273 365,448

Notes: Kist -

(i) As at 31 December 2022, approximately HK$42,689,000 (i) R2022% 12 A31H - RBER I X
(2021: HK$46,603,000) were restricted deposits held at TEXRFLRERMHES AR
one (2021: one) bank account as reserve under a court # 17 3 4942,689,000% sL (2021 F :
order granted for a litigation claim on the Cultural Park 46,603,000 ) fERFEHEFE A — @
(Note 27). (20214 : — (@) RITRS (MFE27) ©

(ii) The fixed deposits were highly liquid with original (i) THEREBERENTESME  RE

maturities of three months or less. As at 31 December
2022, cash and cash equivalents of approximately
HK$261,277,000 (2021: HK$295,261,000) of the
Group were denominated in RMB and deposited with
banks in Mainland China. The conversion of the RMB
denominated balances into foreign currencies is subject
to the rules and regulations of foreign exchange control
promulgated by the PRC government.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND 22
RESTRICTED BANK DEPOSITS (Continued)

Reconciliation to consolidated statement of cash
flows

The above figures reconcile to the amount of cash
shown in the consolidated statement of cash flows at
the end of the financial year as follows:

ARE T IRRMEE
RERREZENARERHBGH
® (&)

AT S HERNHE

N EHFRPBRERGERERERN
TR BERERNT

2022 2021

HK$°000 HK$'000

FET FET

Balances as above EXFTREER 313,273 365,448

Restricted bank deposits BIREIRITER (42,689) (46,603)
Balances per consolidated AR RERT G

statement of cash flows 270,584 318,845

SHARE CAPITAL 23 K=
Number of
ordinary shares Nominal value
ZERROEE H{E
HK$'000
FET
Authorised: JETE
As at 1 January 2021, M2021%F1 818 -

31 December 2021, 2021412 A31H ~ 2022 F 1

1 January 2022 A1HK2022912A31H -

and 31 December 2022 % 0.01 T

at HK$0.01 each 2,400,000,000 24,000
Issued and fully paid: BEETRAR
As at 1 January 2021 at R2021F1H18 -

HK$0.01 each B%0.01 BT 1,510,035,540 15,100
Cancellation of treasury shares EERD T (1,774,000) (17)
As at 31 December 2021 and 7202112 A31 B X

1 January 2022 at HK$0.01 202241 R18 -

each FH0.01 % 1,508,261,540 15,083
Cancellation of treasury shares JE1FIEH TS (4,100,000) (41)
As at 31 December 2022 at 202212 A318 -

HK$0.01 each B 0.01 57T 1,504,161,540 15,042
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23

24

SHARE CAPITAL (Continued)

During the year ended 31 December 2022, the
Company repurchased a total of 4,100,000 (2021:
1,774,000) of its own shares on The Stock Exchange
of Hong Kong Limited at price of HK$0.072 (2021:
ranging from HK$0.103 to HK$0.116) per share for
a total consideration of approximately HK$295,000
(2021: HK$192,000).

SHARE OPTION SCHEME

The shareholders of the Company adopted a share
option scheme at the annual general meeting on 18
June 2013 (the "“2013 Share Option Scheme”). No
share option has been granted under the 2013 Share
Option Scheme since its adoption.

An option may be exercised at any time during the
period to be determined and notified by the Directors
to the grantee but may not be exercised after the
expiry of ten years from the date of offer of that
option. Option is immediately vested at the date of
grant and a consideration of HK$1 is payable upon
acceptance of the offer.

The exercise price is determined by the Directors,
and will not be less than the higher of the nominal
value of the share on the date of offer, the closing
price of the Company’s shares on the date of offer;
and the average closing price of the shares for the
five business days immediately preceding the date of
offer.

No share option was granted or exercised during the
years ended 31 December 2022 and 2021.
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OTHER RESERVES 25 Htbf#E
Share Capital  Contributed Property Treasury
premium  contribution surplus Statutory ~ revaluation Exchange Special share
Teserve T8Serve reserve TeServe Teserve TeServe reserve Teserve Total

REBE  RAEE @ARR gk ERRH
i i Bh  EERE B EiRR  ROEE i At
HK$ 000 HK000 HK$000 HK$000 HK8000 HKS000 HK$000 HK$000 HK8 000
TEL TET TET TET TEL TET TET TET TEL

WNote i) Note i) (Note fii) (Note (i)

smif

(i) ( (i) W)

Balance at 1 January 2021 RWNE11RER 75,116 445 245,881 9,804 45,787 (5,192) (1,953 - 369,888
Other comprehensive income ~ Ef2EHRA
Currency translation differences ~ EHREZS - - - - - 14,039 - - 14,039
Total other comprehensive Rf2ENALE

income - - - - - 14,039 - - 14,039
Transaction with owners
Partial disposal of equity interest

n a subsidlary (Noe (iv)) - - - - - - 19813 - 19813
Repurchase of treasury shares - - - - - - - (192) (192)
Cancellation of treasury share (175) - - - - - - 19 17
Transfer to statutory reserve - - - 1257 - - - - 1,257

(175) - - 1,257 - - 19813 - 20,89

Balance at 31 December 2021  R2021512 31 A8 94 4 245,881 11,061 45,787 8,847 17860 - 404,822
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25 OTHER RESERVES (Continued) 25 Hftif#f (&)
Share Capital ~ Contributed Property Treasury
premium  contribution surplus  Statutory  revaluation  Exchange Special share
reserve reserve reserve reserve reserve reserve reserve reserve Total
ROEEE  E4EE  HAE# NEER EERR

i i BF LR fE EXBR  HURE (i aif
HK8000 HK8000 HK$000 HK$000 HK8000 HK000 HK$000 HK$000 HK8 000
FiEr Fir FEr Fir TiEr Fir FEr FEr Fir

Note i) (Note (i) (Note fiij)) (Note fiv))
(W) (wE)  (Hi) (W iv))

Balance at 1 January 2022 RNRE1F1RER 74,941 45 245,881 11,061 45,781 8,847 17860 - 404,822

Other comprehensive income ~ Ef2EHRA

Currency translation differences ~ EWAEZH - - - - - (41,046) - - (41,04)

Total other comprehensive Rf2ENALE

income - - - - - (41,046) - - (41,046

Transaction with owners BEEARGLRA

Repurchase of treasury shares  ETZ IR EEE - - - - - - - 295) 295)

Cancellation of treasury share BRI (254) - - - - - - 295 f

Transfer to statutory reserve EYEETRE - - - 618 - - - - 618

(254) - - 618 - - - - 364

Balance at 31 December 2022 74202212 A 31 A& 74,687 445 245,881 11,679 45,787 (32,199) 17860 - 364,140

Notes: Hiet -

(i) Capital contribution reserve represents accumulated (i) BEABHGEEEEN H i BIRA 508
effect of imputed interest on amount due to other ZHERB Y R RE -
related parties.

(ii) Contribution surplus reserve represents (a) the (ii) BARERGE TS (a) R DA RN EERA
difference between the nominal value of share capital N AR IR 5 B & 4 (722002 12 A 31
of the Company and the aggregate amount of nominal H TERK ) 5 38 IR 17 32 3 BT W B B /8 1 =)
value of share capital of subsidiaries acquired by the PRAEEAREE 2 288« & (b) RO {E R
Company through an exchange of share pursuant to RERZHABRBEUNEERAGZ
a group reorganisation which was completed on 31 B4t -

December 2002 and; (b) the transfer of the share
premium reserve to contributed surplus reserve which
was applied to eliminate the deficit of the Company.
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25 OTHER RESERVES (Continued)

Notes: (Continued)

(iii)

In accordance with the relevant laws and regulations in
the PRC and Articles of Association of the companies
incorporated in Mainland China now comprising the
Group, it is required to allocate at least 10% of their
after—tax profit according to the PRC accounting
standard and regulations to the statutory reserve until
such reserve has reached 50% of registered capital.
Appropriations to the enterprise expansion fund and
staff welfare and bonus fund are at the discretion of
the respective board of directors of the subsidiaries.
The statutory surplus reserve fund can be used to
offset prior years' losses, if any, and may be converted
into registered capital in proportion to their existing
shareholding, provided that the remaining balance of
the statutory surplus reserve fund after such issue is no
less than 25% of registered capital.

The special reserve is generated from the transactions
with non-controlling interests relating to the change of
shareholding in subsidiaries.

On 11 January 2021, the Group disposed of 10% equity
interest in Foshan Global Digital Media Technology Co.,
Ltd.* (fbILEIREAS IR BRI B R A F]) (“Foshan GDM”),
a then wholly-owned subsidiary indirectly held by the
Group, to Foshan Xincai Property Development Co.,
Ltd.* (BBIL{EM B XM E AR AR (“Foshan Xincai”) for a
non-cash consideration by transferring the legal title of a
property with a fair value, net of tax, of RMB16,984,000
(equivalent to approximately HK$20,172,000) to the
Group. After the transaction, the Group owned 90%
equity interest of Foshan GDM. Refer to Note 26 for the

Ra R RAR M

25 HibfEE (&)

(iii)

(iv)

(%)

RBEPEEREEERERAALEA
BXROAE AR B A3 S AR SZ ) R B A A
B2 - RRB R B2 B R FIA
BhEEt LN RRELERZENE
P10% DEEETERGMHE  EEFHE
rEEE HaEMARA 2 50% A1k - %
BERET UKL E TRMNMEDSE S8R
REMBARSENERGRE < EE
EER AR S AT LA P 20O 8 LA B 6 2 RO /S
1BA) - WrlE B IR A R b ]
REMER - BRTROOEERBIT

EHRBIELNEME RN 26% -

%%HE%%I@EE;H SRS ETT A R
THx%‘“@be% o

R2021F1B1MH AEBEDHEGH
m%aﬁ%w%&%%“wi*ﬁﬁﬁﬂE(WM
LRIT%ZE%&%%“J) (AEEEREA

m

EMBRE)10% i T L(E Hﬁﬁ%
REARAB(HILEND  FRE
REBEANASEEBRAREBEARS

16,984,000 7t (18 & 7 49 20,172,000 /&
L) (BEHBRIE) OYESEMEES
o X 5% - NREBEEE G ILIRKETS
B2 90% B4 - BRAL BB 2N
F£26° ﬁﬁ*ﬁ%ﬁéﬁ; FENH AR RN AIFAE A

details of the arrangement. The effect of change in the RS BRI
ownership interest on the equity attributable to owner
of the Company during the period is summarised as
follows:
2021
HK$°000
FHAT
Consideration received from partial disposal HE—RB AR ZBoERMBERZKE
of equity interest in a subsidiary 20,172
Carrying amount of non-controlling interest BB IR S 2 R E
acquired (359)
Excess of consideration received recognised — Rz A REINEEVRE
within equity 19,813

* English entity name is for identification purpose only

* HIOLEE FEEER 2
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26 TRADE PAYABLES, ACCRUALS AND OTHER
PAYABLES

(i)

Trade payables

The ageing analysis of the trade payables based
on invoice date were as follows:

Current to 90 days BIEAZ 90 H

26

BN E 5 AR

bS]

FEEtE AR E BN

(i) ENEZERX
N E SRR IZERE R 2Rk

DITEE
2022 2021
HK$°000 HK$'000
TET TETT
202 -

The carrying amounts of trade payables
approximate their fair values and are

denominated in RMB.

(ii)  Accruals and other payables

BN EZERANRAERIER
SfE - EAAREIIE -

(i) EEERREMENYIR

2022 2021
HK$000 HK$'000
FET FET
Receipt in advance (Note) TR (B7aE) 22,422 24,480
Accruals fETE 5,548 4,050
Salary payable S E e 7,648 11,204
Deposits BE 13,474 16,627
Construction cost payables FET TA2R AN K 1,997 2,148
Other tax payables H b ER TR 256 73
Advance from leasees WA EFNIR 730 395
Others Hi 7,915 5,934
Total aat 59,990 64,911
Denominated in: BIME :
- RMB - AE% 57,346 62,082
- HK$ - BT 2,644 2,829
59,990 64,911
The carrying amounts of accruals and other JEETE A R E AN RIER AR
payables approximate their fair values. HEZOEARE -
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TRADE PAYABLES, ACCRUALS AND OTHER
PAYABLES (Continued)

Note:

On 17 December 2018, Institute of Digital Media Technology
(Shenzhen) Limited* (RIREFFHE BRI MR ORI BR A A)
("IDMT Shenzhen”) and Foshan GDM, both indirect wholly-
owned subsidiaries of the Company, entered into a cooperation
agreement (the “Cooperation Agreement”) with Foshan Xincai
and Brilliant Link International Limited (15 2 Bl % & R 2 &)
("Brilliant Link™), both independent third parties.

Pursuant to the Cooperation Agreement, Foshan Xincai agreed
to contribute a property located in Foshan to Foshan GDM as
capital contribution in exchange for 10% equity interests in
Foshan GDM while Brilliant Link agreed to contribute cash in
the amount of RMB20,000,000 (equivalent to approximately
HK$24,480,000) to Foshan GDM in exchange for 5% equity
interests in Foshan GDM. The full amount of the advance
payment formed part of the cash consideration payable by
Brilliant Link under the Cooperation Agreement.

During the year ended 31 December 2020, the legal title of
the Property was transferred to Foshan GDM at its fair value of
RMB19,000,000 (equivalent to approximately HK$23,000,000)
as at date of the transfer of legal title of the Property. The
corresponding amount formed a part of the consideration by
Foshan Xincai for the acquisition of 10% equity interest in
Foshan GDM which the transaction was completed during the
year ended 31 December 2022 (also see Note 25).

As at the date of this report, the transaction with Brilliant
Link are yet to be completed as the transfers of the 5%
equity interest in Foshan GDM to Brilliant Link has not been
completed.

* English entity name is for identification purpose only
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Ra R RAR M

BRESRNR  EBtERARAEMERN
I (&)

Hits -

R2018F12 4178  IRKEISEEREMECR
D BRA R (DRIERBREIE |) K LIRBRES
HE(—EHAARQANBEZEWNBAR)HE
BILET REERBRERAR ([E%]) (MEH
BENE=)FIAERE ([&ERZE]D -

RIBAEWZ - L0 B E M LR ERETS
HE ARG ILAYE - DUREUEILIRERE
ISIERE 10% IR A= R E A6 ILIRERES
HeEHEE4e AR 20,000,0007T (HERLY
24,480,000/ 7T ) + LAIRER#B 1L IR BRENAS L B8
5% JeiE - BNRNEBEREEREAERS
EARBESREN—FD -

HE2020F 12 A3V BILFEE » ZWENEE
FERCEBREMHIUIRKEIGEE R mE
VREFTERZEBBEY  ZWEZARES
AR 19,000,000t (48 & 7 #923,000,000 %
JC) o RS R A L5 B U BB 138 LU 3R BRI
IHE10% REMNBLRE  MEBIZIERE
%gozzi 12 A31 BIEFEEX (T2
25) o

RARE B E - BRI RIREIS R DR T
gﬁ%%iﬁ;%ﬁ 5% [t - BEENRFINART

* HIOLEE FEEER 2
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27 PROVISION FOR RENTAL AND SETTLEMENT 27

PAYABLES

Accrued rental and settlement
payables and late payment
surcharge (Note)

S REHRRE
2022 2021
HK$’000 HK$'000
F#7 FHET

FENH & REERARBME (HiT)

211,942 222,949

Note:

In prior years, the Group was involved in the investment
and operation of the Cultural Park. The Cultural Park was a
property project based on a framework agreement on 28 March
2007 (as supplemented on 3 April 2008) (the “Framework
Agreement”) entered into by ERIRKHEBAZEXER A
&) (“Guangdong GDC"), a non-wholly-owned subsidiary of
the Company and ¥R I EF & B R X @ (“Pearl River Film
Production”), a limited liability company established in the
Mainland China and a state-owned enterprise, to redevelop
the Cultural Park. Pursuant to the Framework Agreement, Pearl
River Film Production, as the landlord of the Cultural Park,
agreed to grant the property leasing right to Guangdong GDC,
in return for predetermined monthly rental payments (the
“Predetermined Rental”) from Guangdong GDC for a term up
to 31 December 2045. Guangdong GDC is responsible for the
design, financing, construction and operation of the Cultural
Park and the funding of the entire construction project. Upon
the expiration of the Framework Agreement, Guangdong GDC
has to return all properties to Pearl River Film Production. After
the redevelopment, the whole Cultural Park project will have
a commercial area, a cultural entertainment area and a film
production and development area, which was intended to be
held for investment purpose.

On 11 April 2016, Pearl River Film Production as the plaintiff
initiated legal proceedings against Guangdong GDC in respect
of alleged breach of the Framework Agreement governing the
lease and reconstruction of the Cultural Park (2016 litigation”).
On 11 October 2016, the Intermediate People's Court of
Guangzhou City of Guangdong Province of the PRC Bl E®
BREMT R ARZER (the “Guangzhou Intermediate People’s
Court”) declared that the Framework Agreement was terminated
as of 22 March 2016. Accordingly, the Group had been providing
for rental and settlement payables based on the actual rental
amounts it received from the tenants as stipulated in the rental
agreements entered between the Group and these tenants, the
amounts of which were higher than the Predetermined Rental
stipulated in the Framework Agreement with Pearl River Film
Production.
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PROVISION FOR RENTAL AND SETTLEMENT
PAYABLES (Continued)

Note: (Continued)

In November 2018, Pearl River Film Production issued a formal
demand letter which demanded Guangdong GDC to return the
entire Cultural Park. On 1 December 2018, upon the lapse of
the re-trial appeal period of 2016 litigation, the Group decided to
derecognise the investment property and cease recognition of
all revenue in relation to the operation of the Cultural Park. The
Cultural Park operation was classified as discontinued operation
since 1 December 2018.

In April 2019, Pearl River Film Production initiated three legal
proceedings against Guangdong GDC: (1) to require Guangdong
GDC to return the entire Cultural Park; (2) to claim for property
occupation fee of the Cultural Park and related interests; and (3)
to claim for property occupation fee of certain parking spaces
and related interests.

(1) Return of the Cultural Park

With respect to the return of the Cultural Park, a final
judgement under civil case dated 8 February 2021 from
Guangzhou Intermediate People's Court was received
by the Group pursuant to which Guangdong GDC shall
return the Cultural Park to Pearl River Film Production.
On 27 April 2021, Guangdong GDC returned the Cultural
Park to Pearl River Film Production and ceased to
receive rentals from tenants since then.

(2) Property occupation fee of the Cultural Park

A civil judgement (“Civil Judgement 1"”) dated 30
December 2019 from the Guangzhou Intermediate
People’'s Court was received by the Group pursuant to
which Guangdong GDC shall pay property occupation
fee and related interest for the period from 23 March
2016 to 11 September 2019 of the Cultural Park
determined on the basis that the property occupation
fee shall be calculated based on the Predetermined
Rental as stipulated in the Framework Agreement.
Subsequently, Guangdong GDC and Pearl River Film
Production both filed appeals with the Guangzhou
Intermediate People’s Court on 6 January 2020 and 14
January 2020, respectively on various matters about the
Civil Judgement 1.

27
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R2021F 48278 BRRIRHEE
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27

PROVISION FOR RENTAL AND SETTLEMENT
PAYABLES (Continued)

Note: (Continued)
(2) Property occupation fee of the Cultural Park (Continued)

On 16 April 2021, a civil judgement (“Civil Judgement 2")
from the Higher People’s Court of Guangdong Province
of the PRC A EIERE & ARERT (the “Guangdong
Higher People’'s Court”) dated 30 March 2021 was
received by Guangdong GDC that the judgement from
the Guangzhou Intermediate People's Court was set
aside and the case shall be returned to the Guangzhou
Intermediate People’s Court for re-trial.

On 13 December 2022, a civil judgement (“Civil
Judgement 3") for re-trial from the Guangzhou
Intermediate People’s Court was handed down to
Guangdong GDC. According to Civil Judgement
3, Guangdong GDC is required to pay property
occupation fee to the Pearl River Film Production of
RMB157,353,781 for the period between 23 March
2016 and the day when Guangdong GDC returned
the entire Pearl River Film Cultural Park to Pearl River
Film Production. All other claims made by Pearl River
Film Production were dismissed. Subsequently, both
Guangdong GDC and Pearl River Film Production have
filed appeal with the Guangdong Higher People's Court
on the matters about the Civil Judgement 3. Up to date
of this report, no further court's judgement has been
received by the Group.

(3) Parking space

With respect to the parking space that was governed by
a separate agreement dated 1 August 2012, occupation
fee of RMB4.6 million had been paid to Pearl River Film
Production as settlement and a court order from /& Zk[&
ANEEBE (the “People’s Court of Haizhu District”) was
received on 19 November 2020, notifying Guangdong
GDC the closure of this civil case. On 8 March 2021,
Pearl River Film Production has initiated a re-trial to the
Guangdong Higher People’'s Court. Up to date of this
report, no further court's judgement has been received
by the Group.

Management engaged an independent external lawyer to assist
in assessing the magnitude and likelihood of occurrence for
the possible outcomes of the litigation as of 31 December
2022 and 2021 based on the relevant information obtainable
at the relevant stage of the litigation, including court decisions
and related legal correspondence. Management also engaged
an independent external valuer to assist in assessing the fair
value of the economic benefits that could be derived from the
Cultural Park during the periods in dispute.

222 Annual Report 2022 53k

27

ENEEREERBE(E)

WisE - (&)

(2)

SEEXEERS MY EERE (F)

R2021F4 716 H - —1n B E A2021
FIA0AMRFHRE ([REHRE
ZHAPEERERRARZER ([ER
BRARER ) RiERRIRIKES - 1R
B HARE - BMNFRRARERAHR
T R R R R E N R R ARE
PTER -

MN2022F 124138 EMNFTRAR
AR ERFLNRBHREZ(TREH
REZ ) RKEERIRIRES - BRERS
HREZBZFTR - BRIRBEBHRKY
BHESTNHE2016F3A2HERES
B EER S A IEZ IS
¥FRE ARKI57363,7817L° %h¥
BIE AT HAb SRk R B B B B - H
% BRENEGHEKSEAEIRS
HARE=ZMNEERAERSAARERR
HEF - BEARSHE  AEFELE
B — SRR AR o

fEEfL

— D BH A201248A1HM B L
MEAEENEEUmME  FRAEBAR
MAEBLE XN FHRERAIEAL
g RRAFIR2020F 11 B19 HiEES
e ARZERAES - EFRBMERER
REB R ERMLER - R2021F3 A
8H k¥ EFCRERSMARER
REBE HEAREAE  A£EEY
M — P REBT HR o

ERERE—ZB Y MINIEA - RIBEFRA
HRAPE R A BB BER (BIEARARE &
HEERER) - BB EZE 2022 F & 2021
F12A31HFARAIEEEERRNEE LAl
o B IR E IR E BB IE ST B0 B 1 (B Bl 19 BY AT A
RE R A RN UL EEESNEENZN

NIME °



27

28

Global Digital Creations Holdings Limited R ERE BRI ZE R AR 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROVISION FOR RENTAL AND SETTLEMENT
PAYABLES (Continued)

Note: (Continued)

Based on the magnitude and likelihood of occurrence for the
possible outcomes of the current litigation status as advised
by the independent external lawyer, and with reference to
the valuation results from the independent external valuer,
management determined that provision for rental and settlement
payables in relation to the litigation amounting to RMB189.1
million (equivalent to HK$211.9 million) and RMB182.1 million
(equivalent to HK$222.9 million) is required as at 31 December
2022 and 31 December 2021, respectively based on their best
estimate.

As at 31 December 2022, restricted bank deposits of
approximately HK$42,689,000 (2021: HK$46,603,000) were
held at one bank account (2021: one) according to a court order
granted to preserve bank account for litigation claims relating to
the Cultural Park.

DEFERRED INCOME TAX

The net movement on the deferred income tax
account is as follows:

27

28
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ENEEREERBE(E)

WisE - (&)

RIE B INEB AT FT 45 AN E AT S AR BE 1] G
HERBEEMRERAIEN  WREB LIPS
BN EER  BEEET - K2022F12 A
31BK20214F12 A31H » BB B ER
e REERENBEN B AARKE189.15H
BL(HER2N9BEET) RARK182.1H
%ﬁgﬁ%ﬁéz&e@%%ﬁ) C YR E R EE
TR -

R2022%F12A318 LB AR ot X b &E
XEFLREEHAREZBROEFNES A
R % 48 77 17 3 4942,689,0007%8 JT (2021 £ :
46,603,000 7t ) 17 U — @R 17 BR = (2021
Fo—f@) -

ESEFTISBE
EEFTEHR 2 FEFWT

2022 2021

HK$'000 HK$'000

FET FET

Deferred income tax assets RIEPTISTHEE 2,153 -

Deferred income tax liabilities ELFTERARE (25,984) (24,466)

Net deferred income tax liabilities iEIEFTEF & & %58 (23,831) (24,466)

2022 2021

HK$'000 HK$'000

FET FET

Balance at 1 January B A1 BES (24,466) (20,974)
Recognised in the statement of ~ R2EUWAFKER (F1zE12)

comprehensive income

(Note 12) (1,441) (2,812)

Exchange realignment PE I3, % 2,076 680

Balance at 31 December R12 A31 B&E#% (23,831) (24,466)

Annual Report 2022 63 223



Global Digital Creations Holdings Limited R R E B A Z =R ER 2 5

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A R

28

224

DEFERRED INCOME TAX (Continued) 28 EEZEFEH(Z)
The movements in deferred income tax assets AERBR—HEANBRBRENELERS
and liabilities without taking into consideration the MEEMBENEHBERET :
offsetting of balances within the same tax jurisdiction,
are as follows:
Deferred income tax asset EIEFREFHEE
Tax losses
Bl EE
HK$'000
FET
At 1 January 2021 MR2021F181H8 -
Credited to statement of REEWRARETA
comprehensive income -
At 31 December 2021 20214128 31H -
Credited to statement of REEWARETA
comprehensive income 2,153
At 31 December 2022 R2022%12H831H 2,153
Deferred income tax liabilities EEfESHEs
Capitalised
costs of
movies and
television
programmes
Fair value rights and
change of productions
investment work in
property progress Others Total
O mYRERREE
REME: MENEREGE N
AAEED MNERLEEK Hftr &%
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
At 1 January 2021 M2021%E1 818 16,258 3,965 751 20,974
Charged to consolidated RERE2EMARIG (Wi 12)
statement of
comprehensive income
(Note 12) 1,510 1,147 165 2,812
Exchange realignment fE % 517 137 26 680
At 31 December 2021 and M2021%F12A31 8%
1 January 2022 20221 A1H 18,285 5,249 932 24,466
Charged to consolidated RERE2EMARIGR (Wi 12)
statement of
comprehensive income
(Note 12) - 3,177 417 3,594
Exchange realignment fE i 3% (1,537) (525) (14) (2,076)
At 31 December 2022 $®2022F 12 A31H 16,748 7901 1,335 25,984
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DEFERRED INCOME TAX (Continued)

Deferred income tax liabilities of HK$12,216,000 (2021:
HK$11,976,000) have not been recognised for the
withholding tax and other taxes that would be payable
on the unremitted earnings of certain subsidiaries.
Unremitted earnings that are subject to withholding
tax total HK$244,329,000 at 31 December 2022 (2021:
HK$239,536,000). The directors of the Group are of
the view that such amounts are not intended to be
distributed in the foreseeable future to the Group
companies outside of Mainland China.

Deferred income tax assets are recognised for tax
loss carry-forward to the extent that the realisation
of the related tax benefit through the future taxable
profits is probable. As at 31 December 2022, the
Group did not recognise deferred income tax assets
of HK$5,712,000 (2021: HK$4,370,000) in respect
of losses amounting to HK$33,147,000 (2021:
HK$27069,000) that can be carried forward against
future taxable income.

No deferred income tax asset has been recognised in
respect of the above tax losses due to unpredictability
of future profit streams.

The expiry date for the unused tax losses is as
follows:
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i B 1512,216,000% JT(20214F :
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318 BHNEMBENHAKRELZR
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HEARBEEENA] RERSETFHHRA
HASNZ EEBRF] o
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12 A31H » REEWAR A G EE
33,147,000 7t (2021 4F : 27,069,000
BT ERIBEEFTS B E5,712,000/%8
76 (2021 4 : 4,370,000 7T ) BA A J4 3K
RIRFERTIULA ©

AR SR AR AR B AN T TR - E R
BT B BRI EAREMSHE
E o

REBHBEEZBHEWT

2022 2021

HK$000 HK$'000

FEx FET

Within 1 year 1FUARN - -
Between 1 and 2 vyears 15224 705 -
Between 2 and 3 years 2E3F 6,254 735
Between 3 and 4 years 3FE4AF 3,880 6,518
Between 4 and 5 years 4= 6,536 4,044
Without expiry date EEIHH 15,772 15,772
33,147 27069
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FINANCIAL INSTRUMENTS BY CATEGORY 29 SRIAZHE

The following is an analysis of financial instruments TS e TENDT

by category:

2022 2021
HK$000 HK$'000
FET FET
Financial assets SHMEE
Financial assets at amortised cost (RSS2 2 2RV EE
— Trade receivables (Note 21) - FEWE SRR (HiE21) 11,224 9,578
— Other receivables and deposits  — E fh I GRIE R ix S
(excluding non-financial (JEEmMEEERIN (Ha£21)
assets) (Note 21) 4,384 6,012
- Restricted bank deposits - BRHIRITER (Kt 22)
(Note 22) 42,689 46,603
- Cash and cash equivalents -BekBeEEYD (Hit22)
(Note 22) 270,584 318,845
328,881 381,038
2022 2021
HK$'000 HK$'000
FET FET
Financial liabilities cRBEE
Financial liabilities at amortised BHERATECEREE
cost
—Trade payables (Note 26) - BB SRR (M7 26) 202 -
- Other payables (excluding non- — EfhfENZIE (GES R B EER
financial liabilities) 4) 28,747 28,607
Lease liabilities (Note 17) MEBBEMZ17) 492 1,182
29,441 29,789
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30 CASH GENERATED FROM OPERATIONS 30 KEFBEzEE
(a)  Reconciliation of profit before income tax to (a) PBRETBHAERNELE (FFH)
cash (used in)/generated from operations FSMNRENEER
2022 2021
Note HK$'000 HK$'000
HiaE FET FET
Profit before income tax B8 A TN&IE 2 B FrSH AT
from A
- Continuing operations ~ — FEEEK 4,205 22,331
- Discontinued operation - EAXIEEEZER (11,857) (16,321)
Profit before income tax  BRFTEFLETZ & Fl (7,652) 6,010
Adjustments for: LA TIEB ER AR -
— Depreciation of - BEREE
property, plant and T E
equipment 16 1,375 1,310
- Depreciation of right-of- — {FREEEFTE
use assets 8 1,017 945
— Provisions for - CREENAHEE
impairment of R ERE
financial assets and
contract assets 2,191 242
— Fair value gain on - BEYE L A EWE
investment property 18 - (6,038)
— Provision for rental and - 4 R&EE R EE
settlement expenses 15 7,999 7,963
- Government grants - HYE - BB ME&
related to property, 18R 2 BT B
plant and equipment 6 (185) (558)
- Interest income - WA 6 (8,272) (8,225)
- Finance cost on lease - fAEBEKRERKA
liabilities 11 22 14
- Amount due from an - FEY—EEs & A R FRIE
associate 33(c) - (242)
- Gains on disposal of - LEYE - WENMEE
property, plant and olEy
equipment 30(b) - (93)
— Provision for impairment — £ 860 B 7 B EEE
of productions work
in progress 20 1,841 -
— Amortisation of movies - EF R EIRENE RER
and television
programmes rights 20 1,735 10,622
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30 CASH GENERATED FROM OPERATIONS 30

RERBzRE(E)

(Continued)

(a) Reconciliation of profit before income tax (a) PBRETERADERELE (FTA),/
to cash (used in)/generated from operations FEMNRENER(E)
(Continued)

2022 2021
Note HK$°000 HK$'000
Jiugz: FET FET
Operating cashflow before  &iB& & & B) A 2 AL & 7
changes in working capital 71 11,950
Changes in working capital: &iE& ¢ 7 &8) :
Restricted bank deposits BIRHIEITER (5) (8,905)
Trade receivables JEWE 5 R (4,725) 899
Deposits, prepayments e~ FBNERK
and other receivables H b B Y FRIR 672 (1,419)
Trade payables JERTE 5 BR 209 (108)
Accruals and other FERT & B R H Ab FEAT K18
payables 555 (2,955)
Provision for rental and FE TR & R 4 B RS
settlement payables - 12,130
Contract liabilities E48E 357 (2,718)
Contract assets BHEE (1,664) 543
Cash (used in)/generated  #&%& (FTR) A5 zR &
from operations (4,530) 9,417

(b) In the consolidated statement of cash flows, (b) HEHEBRESREXRD HEY
proceeds from disposal of property, plant X BMEMZEZMEREE
and equipment comprise:

2022 2021

HK$’000 HK$'000

FEx FET

Net book amount (Note 16) BREEE (T 16) - 22
Gains on disposal of property, HEWE « BEMBZEOWKE

plant and equipment - 93

Proceeds from disposal of HEWE - HEH
property, plant and equipment R {EHIFT1SIE - 115
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Global Digital Creations Holdings Limited 3% Bk # 1§ & =

ERARRQF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MR

(Continued)

(¢) Reconciliation of liabilities arising from (c) EMEIDELENEBENEER
financing activities
The table below details changes in the Group's TREFMAEERMEETHES
liabilities from financing activities, including NEENEE(BREREMIERE
both cash and non-cash changes. Liabilities 2g)  ApETHELENBER
arising from financing activities are liabilities for fﬁim%iﬂixfﬁimiﬁ’\\$w
which cash flows were, or future cash flows BireRenErPHOEIER

will be, classified in the Group's consolidated BEBREnENEE -

statement of cash flows as cash flows from
financing activities.

Lease liabilities

HEAE
HK$°000
FET
At 1 January 2021 R2021%E1 818 497
Cash flow from operating activities KEEEIRGRE
- Interest paid - BEfAIE (14)
Cash flow from financing activities BMEEBRERE
— Principal elements on lease liabilities -MHEERZEREH S (612)
Acquisition — leases Wi - HE 1,297
Non-cash movement RS EH) 14
At 31 December 2021 and 1 January 2022 420215128318 K
2022%1H81H 1,182
Cash flow from operating activities KEEFReRE
— Interest paid - EFIE (22)
Cash flow from financing activities REEEIRCRE
— Principal elements on lease liabilities -HEBEZRRED (690)
Non-cash movement IR E 22
At 31 December 2022 M 2022%12HA31H 492
The non-cash movements represent the related FREeEHERHEAEME
finance cost of HK$22,000 (2021: HK$14,000) A ) 48 B B B AKX 22,0008 T
(Note 11) arising from the lease liabilities. (20214 : 14,0007 7T ) ( B 3%

1) e
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31

32

33

230

COMMITMENTS 31 RIE
Operating lease commitments — Group as lessor KERERE- AEEEAEHAEA
The investment property is leased to tenants under REYERBRKEHERTHEP - e
operating leases with rentals payable monthly. BIERZAT o
Minimum lease payments receivable on leases of HEMFHENSEEKHEEN KW
investment property are as follows: N
2022 2021
HK$'000 HK$'000
FET FET
Within 1 year 1FELARN 32,514 40,792
Between 1 and 2 years 1224 20,036 30,137
Between 2 and 3 vyears Z234F 13,224 19,391
Between 3 and 4 years 3E44F 11,847 12,043
Between 4 and 5 vyears 4EBE 10,369 11,008
Over 5 years 5FEL F 5,976 11,264
93,966 124,635
CONTINGENT LIABILITIES 32 Z|AREME
As detailed in Note 27 the Group is subject to §EZZZDW§\£27)5)/TL AEETFARER
uncertainty regarding the final outcome of the RERERFTEFETHARR - £E&
litigation claim. Having considered the various %ME)?"\WKEEE’JXET%%%@: =it
possible outcomes of the current litigation status, EBRAE2022412 A31 B ERES
management considered a provision for rental and N 4E & SR 211,942,0008 L T B B
settlement payables amounting to HK$211,942,000 BT EBEE o
as at 31 December 2022 to be sufficient and not
excessive.
RELATED PARTY TRANSACTIONS 33 HEEBMALRS

The Company’'s substantial shareholder with
significant influence is Shougang Holding (Hong
Kong) Limited (“Shougang HK"), which is a wholly
owned subsidiary of Shougang Group Co., Ltd., a
state—owned enterprise under the direct supervision
of the Beijing State-owned Assets Supervision and
Administrative Commission.
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RELATED PARTY TRANSACTIONS (Continued) 33

The following transactions were carried out with
related party:

(a)  Consultancy fee

Consultancy fee charged by HiEBWHAERE
Shougang HK

Ra R RAR M

BHALRS (&)
HEBTETTATRS

(a) HEEREE

2022 2021
HK$’000 HK$'000
FTAET TATT
2,880 2,880

Consultancy fee charges are negotiated with
Shougang HK with terms mutually agreed.

(b)  Key management compensation

Key management personnel includes directors,
(executive, non-executive and external directors)
and the senior management of the Group.
The compensation paid or payable to key

BREEDEGHEEREARE
MR T TRER -

(b) EEEEASHM

T2EEABBRESF(WITE
£ FERTEFRRIMNEES) KA
SEERERAE  HEERK
B ENEREEABFHH

management for employee services is shown TRIR
below:
2022 2021
HK$’000 HK$000
FHET FET
Salaries and other short-term %% K& H b4 Hi{E 8187
employee benefits 2,793 4,598
Post-employment benefit RIRAET 97 144
2,890 4,742
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33

(c)

RELATED PARTY TRANSACTIONS (Continued) 33 BEEALIXRR(E)
Year end balances (c) HFR&ERE
2022 2021
HK$000 HK$'000
FET FET
Amount due from an associate, fEUR— REIEEE AR FTE - LA
at cost 1,154 1,259
Less: Provision for impairment & : FEUS — B AR ZIE 2
of amount due from an BB
associate (1,154) (1,259)
Exchange difference PE i K - _
The receivable from related party is unsecured, JFEE 52 28 B RIBAEER R
interest—free and receivable on demand. The B RARK %iﬂlﬁz AR BR A
carrying values of the balance approximates its BREEARE -

(d)

fair value.

For the year ended 31 December 2022, no
provision for impairment of amount due from an
associate (2021: HK$242,000) was recognised
and included in the consolidated statement of
comprehensive income within “provisions for
impairment of financial assets and contract
assets”

Transaction with other PRC government-
related entities

The Group has entered into various banking
transactions, including deposits placement and
corresponding interest income, with certain
bank and financial institutions and use of public
utilities which are state-controlled entities in
its ordinary course of business. In view of the
nature of those transactions, the directors of
the Company are of the opinion that separate
disclosure would not be meaningful.
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RELATED PARTY TRANSACTIONS (Continued) 33 BEBMALTXZHEE)
(e)  Principal subsidiaries (e) FEHEBALT

The following is a list of the principal

subsidiaries:

Name of subsidiary

WELARZR

Direct subsidiary
EENEAR
GDC Holdings Limited

Indirect subsidiaries

BENELR

GDC Asset Management
Limited

GDC China Limited

BREBTEERAT
GDC International Limited
BREBERERAT

GDC Management Services
Limited

BRI ERRBERAA

Place of incorporation or
establishment and kind of
legal entity

LA
RIBHREHER

British Virgin Islands ("BVI"),
limited liahility company

ARREE ([ 2BRTH
&1) BRELAT

BVI, limited liability company

ABRNES  ARELLA

Hong Kong, limited liability
company

Bk AREMERA

Samoa, limited liability company

BESRE BRELLA

Hong Kong, limited liability
company

E% BRRELT

Principal activities and place
of operation

TERBANEELY

Investment holding in
Hong Kong
REBRERR

Animation investment in
Hong Kong

REEREDS

Investment holding in
Hong Kong

REBRELER

Provision of CG animation
creation and production
services in Hong Kong

REBRUERELHSAER
e

Provision of administration and
management service in
Hong Kong

REBRETHRERRE

FEMBARZIRMOT :

Issued and fully
paid share
capital/register
and paid-up
capital

BEAR
fRBx/
BT LS
(Note)

(Hi#)

US$5,214,181

524181 ET

USS1

1%
HKS2

2B
USs1

1%

HK$2

28T

Proportion of ownership interest

held by the Company

KLARERZRRRLH
2022

100%

100%

100%

100%

100%
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33 RELATED PARTY TRANSACTIONS (Continued) 33 BEBMALTXZHEE)
(e)  Principal subsidiaries (Continued) (e) EEMBAR(E)

Issued and fully

paid share
Place of incorporation or capital/register
establishment and kind of ~ Principal activities and and paid-up  Proportion of ownership interest
Name of subsidiary legal entity place of operation capital held by the Company
BEAR
AL MERE/
WEARER RIBEREBER IERBAEELE BT LS ARRGEZERRLA
2022 2021
Indirect subsidiaries
(continued)
BENELRE)
GDC Cultural Parks Limited ~ Hong Kong, limited liability Investment holding in HK$1 100% 100%
company Hong Kong
FRUBEE U ERE Bk AREMERA REBRELR 187
ERARA
GDC Intemational Limited ~ Hong Kong, limited liability Provision of CG animation HK$1 100% 100%
company creation and production
services in Hong Kong
FRUBERERAT Bt AREERA REARIERBELISHIER 187
el
BRABEERRIE () Mainland China, limited liability  Provision of CG and animation  US$36,633,896 100% 100%
ERAH company* creation and production
services, development of
multimedia software and
hardware, provision of
related technical consultancy
services and property
holding in the Mainland
China
FRUBEERERE (R PEND  BRAAAT RPEMEREEREGREE  366338%6%T

ARLH EIfERBERS - HESRE
SRR N RRRERN

BRRHRERNE

=5 e
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RELATED PARTY TRANSACTIONS (Continued) 33

Principal subsidiaries (Continued)

Name of subsidiary

WELARZR

Indirect subsidiaries
(continued)
BENELRE)
MR R R
ERAH
MRS EE R
ERAH
MITELERREE

ISR

RMITALERRE
g

RRBHAENEES
ABAF

FEBErEEE
BT

I
5BOF

ENRREZEEEE
ARAH

L RRERRE BRI

BRAT

L RRERREBEREN

ARLH
RIMRREBLIERR
ARAH

IR EBLIERR
BRAT

Place of incorporation or
establishment and kind of
legal entity

LA
RIBHREHER

Mainland China, limited liability
company

hEM  BRAEAT

Mainland China, private non-
enterprise institution

TR RRFLREN

Mainland China, limited liability
company*

PER BREEAF

Mainland China, limited liability
company*

RER BREEAF

Mainland China, limited liability
company

hEM  BRAEAT

Mainland China, limited liability
company

hERE BREAAT

BBALRS (&)
(e) FEMBLR ()

Principal activities and
place of operation

TERBANEELY

Animation Investment in the
Mainland China
REENEEEE

Provision of CG and animation
training in the Mainland
China

RPERREEREERSE
BesEl

Provision of culture,
entertainment and related
commercial property
investment in the Mainland
China

RPERMRE U RERE
CEEESESE

Provision of building
management service in the
Mainland China

Rl E B ER

Provision of graphic animation
creation in the Mainland
China

RPERREEEZEE

Provision of graphic animation
creation in the Mainland
China

ReERR RS

Issued and fully
paid share
capital/register
and paid-up
capital

BEAR
fRBx/
BT LS

RMB3,000,000

N
3,000,0007C
RMB200,000

ARE
200,0007C
RMB10,000,000

ARE
10,000,000
RMB1,000,000

AK¥1,000,000
RMB15,000,000
AEE

15,000,000 7
RMB2,000,000

N
2,000,000

Proportion of ownership interest

held by the Company

ALARERZERRLH
2022

100%

100%

68%

68%

100%

100%
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33 RELATED PARTY TRANSACTIONS (Continued) 33 BEBMALTXZHEE)
(e)  Principal subsidiaries (Continued) (e) EEMBAR(E)

Issued and fully

paid share
Place of incorporation or capital/register
establishment and kind of ~ Principal activities and and paid-up  Proportion of ownership interest
Name of subsidiary legal entity place of operation capital held by the Company
EBIR
MR HRBRA/
WELARSHE HIBEREEES IEXBANEELR HRRESRE ADRREZREREL
2022 2021
Indirect subsidiaries
(continued)
B PEIE
RYTRIMEEEERAT  Mainland China, limited liability  Provision of building RMB1,000,000 100% 100%
company management service in the
Mainland China
MITRRNEERARAE  REM  BREELF KB AR 2 SR IR ARE
1,000,000 7T
(LR RS Mainland China, limited liability  Provision of CG and animation ~ RMB10,000,000 90% 90%
ERAH company creation and production
services in the Mainland
China
BLRREBERERR hER - BREEAF RPERREEREGZE ARE
ERAR {ERSHER 10,000,000
FERREER (RH) Mainland China, limited liability ~ Provision of culture, sport, RMB50,000,000 100% 100%
ERAA company* and related property
development and operation
in the Mainland China
FE IR (52D) hER - BREEAF* RISt - BR R ARE
BRAR BiReE 50,000,000
# Registered as foreign investment enterprise in # A AN IR A
Mainland China E
* Registered as wholly-owned foreign enterprises * R EAH TR AN EE
in Mainland China *
The above table lists the subsidiaries of the TREFINESAR/EAEEZ
Company which, in the opinion of the directors, XENEERTEREHNER
principally affect the results or assets of the Al EERARAINFAEMBAA
Group. To give details of other subsidiaries HERKLTHBARILE
would, in the opinion of the directors, result in
particulars of excessive length.
None of subsidiaries had issued any debt ZEMBRRRARERRFEANE
securities at the end of the year or at any time Al B R BT (&S -

during the year.
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STATEMENT OF FINANCIAL POSITION AND 34 ZAATTBRIBRNEEESS
RESERVE MOVEMENT OF THE COMPANY

2022 2021
Note HK$'000 HK$'000
HiaE FExT FET
ASSETS BE
Non-current asset FREBEE
Investment in a subsidiary KM Erelze® - -
Current assets REEE
Deposits, prepayments and &% ~ TBF 5k K H At fE Uk 008
other receivables 427 406
Cash and cash equivalents RERREEEY 1,688 2,923
2,015 3,329
Total assets EEHE 2,015 3,329
EQUITY s
Equity attributable to AABEEABEER
owners of the Company
Share capital A&7 15,042 15,083
Reserves i (a) 289,789 290,043
Accumulated losses EE Sy i (a) (303,813) (302,574)
Total equity Emgw 1,008 2,552
LIABILITY =L
Current liability REBEE
Accruals and other payables  fE:TE B K E b fE N 5008 997 777
Total liability =REratel ______________________________9_9__7 ______________ 7 7_7
Total equity and liabilities #EXMEEELE 2,015 3,329
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34

35

238

STATEMENT OF FINANCIAL POSITION AND 34 ZAQTHBERRBRMNFESE(Z)
RESERVE MOVEMENT OF THE COMPANY
(Continued)

Note (a) Reserves and accumulated losses movements of izt (a) RARZREERRTBEES
the Company

Share Contributed Treasury
premium surplus Accumulated share
reserve reserve losses reserve Total
RIVEERE HABHRE BB ERRB#E CH
HK$'000 HK$'000 HK$000 HK$ 000 HK$'000
FET FHET FHET FHET FHET
At 1 January 2021  A2021E181H 75,116 215,102 (301,559) - (11,341)
Loss for the year FEER - - (1,015) - (1,015)
Repurchase of BERFRAEE
treasury shares - - - (192) (192)
Cancellation of EFMRG FE8H
treasury shares (175) - - 192 17
At 31 December R20215128318 K
2021 and 1 2022%61R81H4
January 2022 74,941 215,102 (302,574) - (12,531)
Loss for the year EEER - - (1,239) - (1,239)
Repurchase of BERRIAEE
treasury shares - - - (295) (295)
Cancellation of BRERAEH
treasury shares (254) - - 295 41
At 31 December RW2022%12A831AH
2022 74,687 215,102 (303,813) - (14,024)

EVENTS OCCURRING AFTER THE REPORTING 35 iR&EHE4E =R
PERIOD

Guangdong GDC filed an appeal with the Guangdong BRIRKEEN2023F1A3HER
Higher People’s Court on 3 January 2023 on the FHARE=ZNFERNERSRARZER
matters about the Civil Judgement 3. Details have REEFHF - FBEERWEF27HE - B
been disclosed in Note 27 There were no other 2022F 12 AN HRBREESZSHEZSE
material subsequent events during the period from SRR BEILEAR  WERAHMmE
31 December 2022 to the approval date of these RNEBEEH -

financial statements by the Board of Directors.
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FIVE YEARS FINANCIAL SUMMARY
EFEHERE

CONSOLIDATED RESULTS

mE¥EE

For the year ended 31 December

EZ12BNABLEE
2018 2019 2020 2021 2022
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FET FET FET FET FE
Continuing operations FESEXB
Revenue e 107642 96,771 78,635 84,689 72,295
Profit from operations TR 21,004 24,283 10,561 22,345 4,227
Finance cost BEKK - (135) (65) (14) (22)
Share of loss of an associate [E—REe AR ER - - - - -
Profit before income tax B ETE R R A 21,004 24,148 10,496 22,331 4,205
Income tax expense TSRy (11,320) (3,460) (2,389) (6,368) (2,327)
Profit for the year from REFEREERY
continuing operations FERF 9,684 20,688 8,107 15,963 1,878
Discontinued operations DRIEREEK
Loss for the year from REERIHEEER
discontinued operations FERE (456,221) (16,258) (1,035) (15,140) (11,857)
(Loss)/profit for the year EE (BR) 67 (446,537) 4,430 7072 823 (9,979)
CONSOLIDATED ASSETS AND LIABILITIES HEBEERAEE
At 31 December
W12831H
2018 2019 2020 2021 2022
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FETL FET FETL FET
Total assets BEAR 534,282 573,561 650,302 690,083 632,363
Total liabilities BEeEE (223,447) (264,830) (317202) (326,268) (307,829)
Net assets BESE 310,835 308,731 333,100 363,815 324,534
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PARTICULARS OF INVESTMENT PROPERTY

REVMFRE

Details of the Group’s investment property at the end of the

reporting period are as follows:

5

ATRARBERARAIEEZ T 2REMEF

Attributable

interest of

Location Existing use Lease term the Group
rEE

1th 2 RERAR HEH LR
No. 9, Gaoxin Central Avenue 3rd
Nanshan District, Shenzhen
the People's Republic of China Commercial Medium 100%
REARKEMEDFYIMEIUESHH=EI5R GES FHj
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