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 •    December 2020, Nonoka 
x Alice Christmas live 
broadcast for CELCIUS: 
Nonoka and Alice conducted 
a special Christmas live 
broadcast for CELSIUS. 
Compared with CELSIUS’ 
past performance, this 
livestream generated a 
staggering rate of growth in 
both viewing and interaction, 
which increased by 865% and 
163% respectively. This also 
successfully helped CELSIUS 
obtain a sustained increase of 
83% in customer engagement.

 •    December 2020, 10th QBW2020 Winter Maternal 
and Child Cross-border Innovation Fair: Beijing 
Xu Gu was awarded the Industry Contribution Award 
at the 10th QBW2020 Winter Maternal and Child 
Cross-border Innovation Fair (“CCIF”). Alice was 
named the 10th QBW2020 Winter Maternal and 
Child Crossover and created the “Good Product of 
Science and Education” in the CCIF. Alice appeared 
at the event site as the first virtual host of the QBW 
Maternal and Child Cross-border Innovation Fair 
and interacted with the host and guests in real time. 
Alice’s ability to interact with the audience like a real 
person surprised everyone and opened attendees’ 
eyes to the many possibilities that virtual human 
technology and artificial intelligence could bring to 
the industry.

 •    December 2020, 6th “Chinese Poetry 
Conference” by CCTV: Alice participated in the 6th 
“Chinese Poetry Conference” and served as young 
officer to ask questions. The program was released 
on CCTV-1 during the 2021 Spring Festival.

 •    December 2020, 
Nonoka’s video 
channel “Nonoka’s 
Lingerie Life”: the 
channel was officially 
launched with the 
aim of reaching a 
female audience, using 
professional underwear 
expertise to produce 
the core content. 

 •    December 2020, Virtual Human Lydia (“Lydia”) 
produced the ACGN song and dance content 
for social media platforms: Lydia entered (a) 
TikTok as the “Twilight Girl” in October 2020, (b) 
WeChat Channel in November 2020, and (c) “Barta” 
on the iQiyi animation platform for performances 
related to anime, comics, games and novels (ACGN).
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Since the early control of the COVID-19 pandemic 
in Mainland of China, a decrease in global travel has 
prompted Chinese consumers to repatriate their 
purchases and travels nationally.  This has been 
particularly evident in the tourism boom in Hainan 
Province that has been driven by attractive offshore 
duty-free shopping policy changes in 2020, part of the 
government’s plan to keep Chinese consumption within 
Mainland of China. To grasp the opportunity and meet the 
increasingly diversified needs of consumers, especially 
those of Gen Z, in digital content experiences, Digital 
Domain Space and Zhongdi Jiye Hainan Investment Co., 
Ltd. jointly built “DD Land” (known as the “Cyberpunk 
Digital Theme Park”) which officially launched on 
24 December 2020 in Friend Sunny City Shopping 
Centre in downtown Haikou, Hainan Province. Using 
cutting-edge digital imaging technologies such as VR and 
holographic projections, the Park provides its customers 
with digital entertainment services such as holographic 
theatre, VR cinema, MR Future Arena, Immersive Oasis 
and Cyber Street, with premises of 4,800 square meters.

Digital Domain Space 
(VR Theatre and DD Land)

In September 2017, Digital Domain established 數字王
國空間(北京)傳媒科技有限公司 (Digital Domain Space) 
with several strategic partners.

Digital Domain Space’s aim is to develop and execute an 
innovative VR experience with new VR theatres in China. 
Highlighting the interactive and entertaining nature of 
VR content, Digital Domain Space’s VR theatres have 
already been installed inside a number of shopping 
malls, including locations in Guangzhou, Chongqing and 
Fushun.  Compared to existing domestic VR technologies, 
Digital Domain Space presents consumers with elevated 
VR content and total immersion in VR experiences. 
Leveraging the influence and scale of its brand, store 
locations and consumer volume, Digital Domain Space 
offers enhanced product and advertising placement to 
provide additional and diversified business opportunities. 
The share of losses from this associate amounted to 
approximately HK$8,440,000 (2019: HK$13,943,000).

The Cyberpunk Digital Theme Park locates in Friend Sunny City Shopping Centre in Haikou, including Cyber Square and VR theatres, provides its 
customers with stunning digital entertainment experiences.
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budgeted engagements based on prospective identified 
projects and subject to negotiations (discounted for 
likelihood of success (“Success Discount”), based on 
management assessment by reference to historical 
success rate as well relationships with the counterparty) 
(“Likely Work”) and (iii) other projects that are not under 
negotiation at the time of forecast but may become 
available during the year, based on the prior year’s 
operating experience (“Possible Work”), while cost 
projections were based largely on historical rates with 
adjustment for inflation. This approach is consistent with 
that adopted in prior years.

The Company, having taken into account prevailing 
market competition and uncertainties in Asia, North 
America and Europe, was more conservative in preparing 
the CGU projections such as using a higher Success 
Discount and lowering projection of cash inflow from 
Likely Work and Possible Work compared to last year.

Unlike contracts in other CGUs, contracts in the 360 
CGU are generally characterised by short period of time 
between contract date and delivery of projects. Further, 
the prospects of growth in this CGU is highly dependent 
on the revival of demand for 360 digital capture and live 
streaming services from the travel, sports, concerts and 
other mass events sectors that have significantly been 
impacted by social distancing requirements and travel 
restriction measures in most territories. The growth 
rate(s) adopted for this CGU is/are based on historical 
growth rate, referenced against industry average(s) 
obtained from market research.

The Group’s revenues are generally project based and 
the projects are often the subject of competitive tender, 
so it is not possible to make predictions with certainty. 
Shareholders should note that in addition to the goodwill 
and intangible assets of the Group that are subject to 
impairment review or are amortised over the years, 
certain research and development costs of technology 
being developed in-house are also expensed and charged 
to the income statement in the year of incurrence (instead 
of being capitalised) contributing to the Group’s losses in 
the media entertainment segment over the years.

GOODWILL AND INTANGIBLE ASSETS 
OF THE GROUP

As at 31 December 2020, the Group had intangible assets 
of approximately HK$737,030,000 (being approximately 
49% of the Group’s total assets as at the same date). Such 
intangible assets comprised goodwill of approximately 
HK$310,047,000 that has been allocated to three cash 
generating units (or “CGUs”) of our media entertainment 
segment, namely the CGUs for (i) visual effects production 
(“VE CGU”), (ii) post-production (“PP CGU”); and (iii) 360 
degree digital capture technology applications (“360 
CGU”), respectively; and trademarks of approximately 
HK$155,270,000 allocated to the Group’s VE CGU and 360 
CGU.

For the purposes of impairment testing, the recoverable 
amounts of the CGUs have been determined by the 
Directors on the basis of value-in-use calculations with 
reference to professional valuation reports issued by 
Knight Frank Asset Appraisal Limited, an independent firm 
of professional qualified valuers. The recoverable amount 
of each CGU, the period of cashflow projections, the 
key assumptions used for the value-in-use calculations 
(including the average growth rate and pre-tax discount 
rate) for each CGU as at 31 December 2020 are set out in 
Note 15 to this report.

The pre-tax discount rate, corporate income tax rate, 
post-tax weighted average cost of capital, market rate 
of return and levered equity beta and terminal rates 
adopted in the valuations as at 31 December 2020 were 
determined on a basis consistent with that which was 
applied in the value-in-use calculations of the same CGUs 
as at 31 December 2019, with the absolute values of 
each rate varying by reference to the market data of the 
jurisdiction(s) in which the relevant CGU operates.

Except for the 360 CGU, the average growth rate of each 
CGU was determined based on the projected revenue 
for the financial year ending 31 December 2021 that the 
Company expects to be derived from (i) projected work 
supported by signed contracts (“Committed Work”), (ii) 
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VE CGU

As at 31 December 2020, the goodwill allocated to the 
VE CGU was approximately HK$208,691,000 (2019: 
HK$208,863,000) with headroom of approximately 
HK$168,196,000 (2019: HK$161,133,000) based on the 
value-in-use ascribed to this CGU. Key assumptions for 
the value-in-use calculations for this CGU included an 
average growth rate within the 5 years budget period of 
19.3% (2019: 19.4%) and a pre-tax discount rate of 17.6% 
(2019: 17.0%). Based on a sensitivity analysis carried out 
by the independent valuer, the headroom attributable 
to the VE CGU would adequately cover a +/-0.5% change 
in the weighted average cost of capital and a +/- 0.5% 
change on the terminal growth rate. As the average 
growth rate is (as explained above) based on reasonable 
projections by management with reference to information 
currently available to them, any material changes in this 
CGU’s market or operating environment that reduce its 
cash inflow or gross profit margin could have an adverse 
impact on the recoverable amount of this CGU.

Please see the sections titled “Visual Effects Production 
and Post-Production Business – Digital Domain North 
America (USA and Canada)” and “Prospect” for a further 
discussion of the projects and prospects for this CGU.

PP CGU

As at 31 December 2020, the goodwill allocated to 
the PP CGU was approximately HK$85,186,000 (2019: 
HK$85,186,000) with headroom of approximately 
HK$15,325,000 (2019: Nil) based on the value-in-
use ascribed to this CGU. An impairment loss of 
approximately HK$17,201,000 was made against this 
CGU as at 31 December 2019. Key assumptions for the 
value-in-use calculations for this CGU included an average 
growth rate within the 5 years budget period of 22.2% 
(2019: 30.1%) and a pre-tax discount rate of 20.6% (2019: 
20.5%). Based on a sensitivity analysis carried out by the 
independent valuer, the headroom attributable to the 
VE CGU would adequately cover a +/-0.5% change in the 
weighted average cost of capital and a +/- 0.5% change 
on the terminal growth rate. As the average growth rate 
is (as explained above) based on reasonable projections 

by management with reference to information currently 
available to them, any material changes in this CGU’s 
market or operating environment that reduce its cash 
inflow or gross profit margin could have an adverse 
impact on the recoverable amount of this CGU.

Please see the sections titled “Visual Effects Production 
and Post-Production Business – Digital Domain China” 
and “Prospect” for a further discussion of the projects and 
prospects for this CGU.

360 CGU

As at 31 December 2020, the goodwill allocated to the 
360 CGU was approximately HK$16,170,000 (2019: 
HK$321,291,000) based on the value-in-use ascribed 
to this CGU, as a result of which an impairment loss of 
approximately HK$305,119,000 (2019: HK$57,218,000) 
was made against this CGU as at 31 December 2020. 
Key assumptions for the value-in-use calculations for 
this CGU included an average growth rate within the 
5 years (2019: 7 years) budget period of 22.5% (2019: 
31.5%) and a pre-tax discount rate of 18% (2019: 17.8%). 
The lower valuation of this CGU is mainly due to (i) the 
low revenue generated in the financial year ended 31 
December 2020 that formed the basis of projection; (ii) 
a more conservative revenue growth (which resulted in 
the lower average growth rate) projected in the budget 
period due to lower average historical growth rate for 
the preceding three financial years and the uncertainties, 
in particular for 2021 and the years following, on when 
mass participation events (such as travel, sports events, 
concerts) served by the 360 CGU would meaningfully 
resume in that CGU’s markets in Asia, US and Europe 
to generate sustainable demand for services 360 CGU, 
while the Group explores the business opportunities in 
non-media entertainment market (such as the education 
related market) for this CGU, as part of our VR offerings 
in the form of “360 degree type“, “CG type“ and “hardware 
type“ products.

Please see the sections titled “Virtual Reality/Augmented 
Reality, New Media and Experiential” and “Prospect” for a 
further discussion of the projects and prospects for this 
CGU.
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EVENTS AFTER THE REPORTING PERIOD
Subscription of New Shares under 
General Mandate
On 11 December 2020, the Company entered into a 
subscription agreement with HLEE Finance S.à r.l. (the 
“Subscriber”) of Mr. Clive NG Cheang Neng (“Mr. NG”) in 
relation to the subscription. Pursuant to the subscription 
agreement, the Company conditionally agreed to allot 
and issue 6,814,760,000 shares to the Subscriber at the 
subscription price of HK$0.05 per subscription share (the 
“Subscription”). The Subscription was completed on 18 
January, 2021 and the Subscription shares were allotted and 
issued pursuant to the general mandate of the Company. 
The Subscription shares represent approximately 20% of 
the issued share capital of the Company of 34,073,816,258 
shares as at the date of announcement of the Subscription 
and approximately 16.67% of the issued share capital of 
the Company of 40,888,576,258 shares as enlarged by the 
Subscription.

The gross proceeds and net proceeds from the Subscription 
are approximately HK$340,738,000 and HK$340,538,000 
respectively, and are intended to be applied towards 
the formation of the joint venture company, media 
entertainment segment and general working capital of 
the Group. For details, please refer to the Company’s 
announcements dated 11 December 2020, 27 December 
2020 and 18 January 2021.

Formation of a joint venture company 
and investment(s) in Europe

• Formation of DDCP

 The Company’s indirectly wholly-owned subsidiary, 
Digital Domain Broadcasting (Hong Kong) Limited 
(“DDBL”), has formed Digital Domain Capital 
Partners S.à r.l. (“DDCP”), a company incorporated 
in the Grand Duchy of Luxembourg on 18 January 
2021 with a joint venture partner, a wholly-owned 
company, Digital Knight Finance S.à r.l. (“DKF”), of 
Mr. NG, pursuant to the agreement that was the 
subject of the Company’s announcements dated 11 
December 2020 and 27 December 2020. DDCP is an 
indirect non-wholly owned subsidiary (60% owned) of 
the Company. 

 Pursuant to the JV formation agreement, the 
Company (through DDBL) and the Subscriber 
(through DKF) subscribed for shares in DDCP and 
holds 60% and 40% interests in DDCP, respectively 
in consideration of the subscription price of 
approximately HK$187,800,000 (equivalent to 
EUR20,000,000) and approximately HK$125,200,000 
(equivalent to EUR13,333,333) in cash.

• Investment in asknet

 On 3 February 2021, DDCP as the purchaser entered 
into a sale and purchase agreement with a seller 
pursuant to which DDCP agreed to purchase and 
the seller agreed to sell 248,431 common shares 
of asknet Solutions AG, a publicly traded German 
ecommerce company, the shares of which are traded 
on the Frankfurt Stock Exchange (ticker code: ASKN) 
(“Target Company”) for an aggregate consideration 
of EUR3,709,075 (approximately HK$34,976,576), i.e. 
amounting to approximately EUR14.93 (approximately 
HK$140.79) per sale share. The sales shares 
represented approximately 19% of the total issued 
common shares of the Target Company on 3 February 
2021. 

 Founded in 1995, the Target Company is an established 
procurement, e-commerce and payment specialist with 
a strong position in the German-speaking academic 
market providing access to software solutions and IT 
services with a focus on academic and educational 
sectors. Areas of collaboration between the Group and 
the Target Company under consideration include the 
deployment of the Group’s virtual human technology 
in the form of a virtual teaching assistant for the 
education and lifelong learning sectors in the European 
market, the development of learning solutions that 
leverage mixed reality content and the distribution 
of the Group’s software and hardware products to 
the education market in Europe. Considering the 
COVID-19 pandemic situation, the Group expects that 
the demand in education technology services is likely 
to increase. For details, please refer to the Company’s 
announcements dated 3 February, 2021.

• Investment in HLEE

 On 26 February 2021, DDCP as the purchaser 
entered into a sale and purchase agreement with a 
seller pursuant to which DDCP agreed to purchase 
and the seller agreed to sell 260,000 common 
shares of Highlight Event and Entertainment AG, a 
publicly traded Swiss media and sports marketing 
company, the shares of which are traded on the 
Swiss Stock Exchange (ticker code: HLEE.SW) (“HLEE”) 
for an aggregate consideration of EUR7,064,447.52 
(approximately HK$66,617,740), i.e. amounting to 
approximately EUR27.17 (approximately HK$256.22) 
per sale share. The sales shares represent 
approximately 2.91% of the total issued common 
shares of the HLEE on 26 February 2021. HLEE 
carries its business in segments of film, sport- and 
event-marketing and sport events through its 
subsidiaries and affiliates in Europe.
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CAPITAL
Shares
On 11 December 2020, the Company entered into a 
subscription agreement with the Subscriber in relation 
to the Subscription. For details, please refer to the above 
section named “Events after the Reporting Period”, and 
the Company’s announcements dated 11 December 
2020, 27 December 2020 and 18 January 2021.

As at 31 December 2020, the total number of the 
Company shares of HK$0.01 each in issue (the “Shares”) 
was 34,075,516,258 Shares. Upon the completion of the 
Subscription (mentioned above) on 18 January 2021, the 
total number of Shares in issue was 40,890,276,258 Shares.

Share Options
On 28 May 2014, a total of 980,060,000 share options 
were granted under the Company’s share option scheme 
to the grantees. The share options entitle the grantees 
to subscribe for up to a total of 980,060,000 new Shares 
at an exercise price of HK$0.098 per Share. For details, 
please refer to the Company’s announcements dated 28 
May 2014 and 23 July 2014, and the circular dated 2 July 
2014. During the year under review, no share options 
were exercised, cancelled or have lapsed. 46,570,000 
share options were exercised and 140,760,000 share 
options were cancelled or have lapsed since the grant-
date (28 May 2014).

On 6 May 2015, a total of 78,000,000 share options were 
granted under the Company’s share option scheme to 
the grantees. The share options entitle the grantees to 
subscribe for up to a total of 78,000,000 new Shares at an 
exercise price of HK$1.32 per Share. For details, please 
refer to the Company’s announcement dated 6 May 2015. 
During the year under review, no share options were 
exercised, cancelled or have lapsed. 10,000 share options 
were exercised and 3,000,000 share options were cancelled 
or have lapsed since the grant-date (6 May 2015).

On 29 January 2016, a total of 379,500,000 share options 
were granted under the Company’s share option scheme 
to the grantees. The share options entitle the grantees 
to subscribe for up to a total of 379,500,000 new Shares 
at an exercise price of HK$0.413 per Share. For details, 
please refer to the Company’s announcements dated 
29 January 2016 and 7 June 2016, and the circular dated 
30 April 2016. During the year under review, no share 
options were exercised, cancelled or have lapsed. No 
share options were exercised and 25,666,665 share 
options were cancelled or have lapsed since the grant-
date (29 January 2016).

On 22 June 2016, a total of 100,000,000 share options 
were granted under the Company’s share option scheme 
to a grantee. The share options entitle the grantee to 
subscribe for up to a total of 100,000,000 new Shares 
at an exercise price of HK$0.495 per Share. For details, 
please refer to the Company’s announcement dated 
22 June 2016. During the year under review and since 
the grant-date (22 June 2016), no share options were 
exercised, cancelled or have lapsed.

On 29 July 2016, a total of 50,000,000 share options were 
granted under the Company’s share option scheme to 
the grantees. The share options entitle the grantees to 
subscribe for up to a total of 50,000,000 new Shares 
at an exercise price of HK$0.566 per Share. For details, 
please refer to the Company’s announcement dated 29 
July 2016. During the year under review, no share options 
were exercised, cancelled or have lapsed. No share 
options were exercised and 13,199,986 share options 
were cancelled or have lapsed since the grant-date (29 
July 2016).

On 13 February 2017, a total of 300,000,000 share 
options were granted under the Company’s share option 
scheme to a grantee. The share options entitle the 
grantee to subscribe for up to a total of 300,000,000 new 
Shares at an exercise price of HK$0.469 per Share. For 
details, please refer to the Company’s announcements 
dated 13 February 2017 and 1 June 2017, and the circular 
dated 27 April 2017. During the year under review and 
since the grant-date (13 February 2017), no share options 
were exercised, cancelled or have lapsed.

On 24 April 2019, a total of 130,000,000 share options 
were granted under the Company’s share option scheme 
to the grantees. The share options entitle the grantees 
to subscribe for up to a total of 130,000,000 new Shares 
at an exercise price of HK$0.130 per Share. For details, 
please refer to the Company’s announcement dated 
24 April 2019. During the year under review and since 
the grant-date (24 April 2019), no share options were 
exercised, cancelled or have lapsed.

On 21 May 2020, a total of 478,000,000 share options 
were granted under the Company’s share option scheme 
to the grantees. The share options entitle the grantees 
to subscribe for up to a total of 478,000,000 new Shares 
at an exercise price of HK$0.046 per Share. For details, 
please refer to the Company’s announcement dated 
21 May 2020. During the year under review, 1,700,000 
share options were exercised and no share options were 
cancelled or have lapsed.
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USE OF PROCEEDS FOR EQUITY FUNDRAISING ACTIVITIES

Date of 
announcement

Fundraising  
activity

Net proceeds
raised

Proposed  
use of  
proceeds

Actual use of the net 
proceeds up to  
31 December 2020

3 July 2019, 18 July 
2019 and 25 July 
2019

Placing of an 
aggregate of 
2,000,000,000 
Shares

Approximately
HK$205,730,000

(1)  Media entertainment  
segment

(2)  General working  
capital for the Group

(1) Media entertainment
     segment: approximately
     HK$123,849,000; 

(2) General working capital  
     (including but not limited  
     to salary and rental):  
     approximately
     HK$81,881,000

11 December 2020, 
27 December 2020 
and 18 January 2021

Issue of 
6,814,760,000 
Shares

Approximately
HK$340,538,000

(1) Formation of joint  
     venture company

(2) Media entertainment  
     segment
 
(3) General working  
     capital for the Group

Not applicable – 
subscription completed on 
18 January 2021

(Note: As at the date of this 
report, HK$187,000,000 
has been applied towards 
formation of joint venture as 
planned, and the balance is 
expected to be utilised by 31 
December 2021 as follows: -

(1) Media entertainment 
segment: approximately 
HK$92,220,000; and

(2) General working capital 
(including but not 
limited to salary and 
rental): approximately 
HK$61,318,000)

LIQUIDITY, FINANCIAL RESOURCES, 
CHARGES ON GROUP ASSETS AND 
GEARING RATIO 

The Group has diverse sources of financing, including 
internal funds generated from the Group’s business 
operations, general banking facilities on a secured basis 
or an unsecured basis, non-bank loans on a secured or 
an unsecured basis and non-regular contributions (such 
as placement of shares, issuance of convertible notes or 
financing through shareholder loans) from shareholders 
and other potential investors. The Group continues to 
adopt conservative funding and treasury policies. 

In 2020, the Company had banking facilities from two 
banks in the United States amounting to US$11,000,000 
(approximately HK$85,282,000). These banking facilities 
were secured by time deposits of the Group. The Group 
had banking facilities from a bank in Canada in amount 
of CAD5,924,000 (approximately HK$36,063,000) and 
the utilised portion of these banking facilities were 
CAD5,779,000 (approximately HK$35,181,000). These 
banking facilities were secured by corporate guarantees 
provided by several subsidiaries.

During the year under review, certain loans granted 
under emergencies loan schemes for COVID-19 are in 
amount of US$1,064,000 (approximately HK$8,251,000) 
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and CAD40,000 (approximately HK$244,000). These loans 
are unsecured and not repayable within 12 months from 
31 December 2020.

As at 31 December 2019, bank loan with principal amount 
of RMB11,620,000 (equivalent to HK$13,001,000) is 
guaranteed by facilities from another subsidiary and 
secured by bank deposit. Another bank loan with principal 
amount of RMB5,650,000 (equivalent to HK$6,321,000) 
was secured by bank deposits. The loans were settled 
during the year.

In addition to the banking facilities mentioned above, 
an indirectly-owned subsidiary of the Group in the 
entertainment media segment, which was discontinued 
at the end of December 2010, obtained a banking facility 
amounting to HK$6,000,000 from a bank in Hong Kong 
in 2009 which consisted of a 5-year instalment loan (“Five 
Year Loan”). This facility was granted under the Special 
Loan Guarantee Scheme of the Government of the Hong 
Kong Special Administrative Region (the “Government”), 
pursuant to which the Government provided an 80% 
guarantee to the bank. A corporate guarantee was 
provided to the bank by an intermediate subsidiary 
of the Company which held the aforesaid indirectly-
owned subsidiary. On 20 December 2010, the Company 
announced that it would not provide further financial 
assistance to the entertainment media segment. As a 
result, the operation of the aforesaid subsidiary has been 
discontinued since the end of December 2010. The Five 
Year Loan has been fully classified as a current liability.

As at 31 December 2020, the Group also had lease 
liabilities of HK$114,588,000, which were determined 
at the present value of the lease payments that are 
payable at that date. Apart from lease payments related 
to office premises and certain office equipment, the 
Group had lease liabilities of RMB422,000 (approximately 
HK$501,000) and CAD493,000 (approximately 
HK$3,003,000) related to computer equipment and 
software (leased assets) secured by the lessor’s charge 
over the leased assets. Among these leased assets, the 
terms of payments were 34 months and 42 months 
respectively. Payments were on a fixed payment basis 
and the underlying interest rates were fixed at respective 
contract dates. No arrangements were entered into for 
contingent rental payments. 

The Group had other loans of approximately 
HK$162,729,000 as at 31 December 2020. One indirect 
wholly-owned subsidiary has a loan in amount of 
US$3,500,000 (approximately HK$27,065,000), which 
is unsecured, interest-free and is not repayable within 
13 months from 31 December 2020. The Company 
and its indirect wholly-owned subsidiary had other 
loans in amount of HK$10,020,000 and US$429,000 
(approximately HK$3,326,000) respectively. These 
other loans are unsecured, with a fixed interest rate 
and repayable within 12 months from 31 December 
2020. One indirect wholly-owned subsidiary also had 
a term loan facility of US$10,000,000 (approximately 
HK$77,528,000) and HK$80,000,000, with a guarantee 
provided by the Company. The subsidiary drew down 
the facility in 2015 and 2018. The outstanding balance of 
these loans as at 31 December 2020 were US$8,000,000 
(approximately HK$62,022,000) and HK$34,290,000. 
These loans are unsecured, with a floating interest rate 
(prime rate quoted by a bank in Hong Kong) and are 
not repayable within 13 months from 31 December 
2020. There is an other loan in amount of US$3,354,000 
(approximately HK$26,006,000) provided in relation to the 
production of a film with interest-bearing and secured 
by security interest in all right, title and interest in a film 
investment. During the year under review, the Company 
repaid an other loan in amount of HK$10,000,000. As 
at 31 December 2019, there were other loans with 
aggregated principal in amount of RMB20,000,000 
(approximately HK$22,376,000), from a non-controlling 
shareholder of the 3Glasses Group. This other loan was 
derecognised upon disposal of subsidiaries during the 
year under review. 

The total cash and bank balance as at 31 December 
2020 was approximately HK$113,899,000. As at 31 
December 2020, the Group had banking facilities of 
approximately HK$129,840,000. Utilised portions of 
these bank facilities were set at a floating interest rate. 
Of these bank loans, loans amounting to approximately 
HK$93,532,000 are denominated in United States dollars 
and loans amounting to approximately HK$35,425,000 
are denominated in Canadian dollars. During the year 
under review, all of the Group’s bank loans were classified 
as either current liabilities and repayable on demand or 
non-current liabilities according to the agreed scheduled 
repayment dates. According to the agreed scheduled 
repayment dates, the maturity profile of the Group’s bank 
borrowings as at 31 December 2020 was spread over a 
period of five years, with approximately 86% repayable 
within one year, 11% repayable between one to two years  
and 3% repayable between two and five years. 
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The Group’s current assets were approximately 
HK$286,358,000 while the current liabilities were 
approximately HK$418,352,000 as at 31 December 2020. 
As at 31 December 2020, the Group’s current ratio was 0.7 
(as at 31 December 2019: 1.8). 

As at 31 December 2020, the Group’s gearing ratio, 
representing the Group’s financial liabilities (i.e. bank 
loans, other loans and lease liabilities) divided by the 
equity attributable to owners of the Company was 49% 
(as at 31 December 2019: 31%)

EXPOSURE TO FLUCTUATION IN 
EXCHANGE RATES AND RELATED HEDGES

The Group’s revenue, expenses, assets and liabilities were 
mainly denominated in Hong Kong dollars (“HKD”), United 
States dollars (“USD”), Canadian dollars (“CAD”), Renminbi 
(“RMB”) and Indian Rupees (“INR”). The exchange rates 
for the USD against the HKD remained relatively stable 
during the year under review. As some of the financial 
statements for the business operations in North America, 
Mainland of China and India were reported in CAD, RMB 
and INR, respectively, if the CAD or RMB or INR were to 
depreciate relative to the HKD, the reported earnings/
expenses for the Canadian portion, Mainland of China 
portion or Indian portion would decrease.

At present, the Group does not intend to seek to hedge 
its exposure to foreign exchange fluctuations involving 
RMB, CAD and/or INR. However, the Group will constantly 
review the economic situation, the development of each 
business segment and the overall foreign exchange risk 
profile, and will consider appropriate hedging measures 
in future when necessary.

CONTINGENT LIABILITIES

Save as disclosed under “Possible Indemnification” of the 
Media Entertainment Segment above, as at 31 December 
2020, the Group did not have any material contingent 
liabilities.

EMPLOYEES OF THE GROUP AND 
REMUNERATION POLICY

As at 31 December 2020, the total headcount of the 
Group was 1,090. The Group believes that its employees 
play an important role in its success. Under the Group’s 
remuneration policy, employee pay rates are maintained 
at competitive levels whilst promotion and salary 
increments are assessed on a performance-related basis. 
Other benefits include discretionary bonuses, a share 
option scheme and retirement schemes.

PROSPECT

The global economy has been adversely affected by 
the outbreak of COVID-19 and associated government 
epidemic prevention and control measures in 2020 and 
we can see that 2021 will continue to be an extremely 
challenging year for a lot of businesses, including our 
media entertainment business. Given that the overall 
situation remains unstable and further impact may be 
reflected in the first half of 2021, we are adopting a 
prudent approach in our business strategies (including 
for example, cost control, business direction and 
production mix). 

The Group continues to leverage its extensive experience 
in the VFX industry and proactively seeks new projects 
and business opportunities despite the highly competitive 
market environment in the US and China. However, 
government measures and public response to the 
outbreak of COVID-19 worldwide has had an impact on 
business activities (VFX work for feature films) in terms 
of extensions or delays in production schedules and new 
projects becoming available as the industry monitors 
the development of government directions and policies 
and their potential impact, while there were increased 
opportunities/quantities for providing VFX work for 
other type of products (e.g. online games, episodes 
and commercials). While we have noted more business 
opportunities in the US, China and Europe following 
the gradual resumption of commercial work, it is more 
challenging to predict trends in different segments 
given that the development of the pandemic in different 
countries remains unstable. With the official opening of 
our new studio in Montreal, Quebec, Canada in February 
2020, we enjoy additional production capacity with tax 
and other benefits provided by the Quebec provincial/
Canadian federal governments. The Group will continue 
to evaluate the cost structure, function and operation 
performance of each studio in North America and Asia to 
enhance the effectiveness and efficiency of our working 
capacity while reducing production costs in the long run.
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The business activities of our VR business have 
experienced material slowdown in 2020 given the 
reduced expansion in Mainland of China, North America 
and other parts of the world which we believe has led 
to the reduction in the number or size of projects and/
or the investment budgets. Although the 360 degree 
digital capture and livestreaming business had mainly 
served the sports, travel, concerts and mass public social 
events sectors that have additionally been affected by 
the COVID-19 pandemic related social distancing and 
travel restrictions measures, which may continue well into 
2021, we are working towards expanding the non-media 
entertainment applications of the technology, for example, 
for the education related market and expand our offerings 
of “360 degree type”, “CG type” and “hardware type” 
products. In this regard, we are discussing with clients 
and investors who still have confidence in our VR business 
models and hardware products on business opportunities 
in both our traditional markets as well as the European 
market. The Group will further review the overall strategy 
(investment direction, product mix, distribution channels, 
etc.) of our VR business. However, the impact for financial 
year 2021 remains to be seen given that the overall 
situation remains in flux. 

We will continue to explore new virtual human business 
opportunities and products (such as artificial intelligence 
(AI)) with strategic business partners and/or investors. 
We will continue to develop new technologies which will 
enhance the interactivity between virtual humans and the 
audience in social-networking platforms, entertainment 
businesses and in other environments such as education. 

Alongside most advanced technology companies, we 
will continue to deploy substantial financial and human 
resources in continuing research and development in 
new technologies, and will seek to recruit and retain 
appropriate global talent to support the Group’s future 
development. In line with our strategy to optimise our 
production capacity and costs, we will also explore 
appropriate strategically located properties for both 
operations and investment purposes. We will continue 
to seek opportunities for financing and collaboration 
with strategic partners/investors on the Group level 
or business project/subsidiary level. We believe that 
continuing efforts in these directions will help us enhance 
our business ecosystems and other capabilities. 

Looking ahead, although there are uncertainties caused 
by the COVID-19 pandemic, Digital Domain turned a new 
page in early 2021 by stepping into the European market 
in cooperation with strategic partners with European 
business backgrounds and resources.

Last but not least, we will continue to build on our 
strengths and strive to provide quality services and 
products to our valued clients, especially during this 
challenging year, while we work towards maximising 
benefits for our important stakeholders (strategic partners, 
shareholders, staff and management) in the coming years.
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The Company is committed to maintaining good corporate governance standard and practices with an 
emphasis on integrity, transparency and independence. The board of directors of the Company (the “Directors” 
and the “Board” respectively) believes that good corporate governance is essential to the success of the 
Company and the enhancement of shareholders’ value.

CORPORATE GOVERNANCE PRACTICES
The Company’s corporate governance practices are based on the principles and code provisions (“Code 
Provisions”) set out in the Corporate Governance Code (the “CG Code”) contained in Appendix 14 to the Rules 
Governing the Listing of Securities on the Stock Exchange (“Listing Rules”).

During the financial year of 2020, the Company was in compliance with the Code Provisions set out in the CG 
Code except for the following:

There is no separation of the roles of the chairman and the chief executive officer or chief executive during the 
period from 4 June 2020 to 31 December 2020. Mr. Seah Ang, the executive Director and chief executive officer 
of the Company, was appointed as the acting chairman of the Board following the resignation of Mr. Peter Chou 
as the chairman of the Board and the executive Director. The Board believed that at the time of vesting of the 
roles of chairman and chief executive officer in Mr. Seah Ang is beneficial to the operation and management 
of the Group due to his in-depth knowledge in the Group’s operation and his extensive business network and 
connections. The Company would seek the suitable candidate to fill the vacancy of the position of the chairman 
of the Board;

During the year, the Company held two regular board meetings instead of at least four regular board meetings 
as required. In addition to two regular board meetings, there were six Board meetings held for addressing 
ad hoc issues. The Company also sought for the Board’s approval on the issues by circulating the written 
resolutions. The Board considered that sufficient meetings had been held during the year and business 
operation and development of the Group had been communicated on the Board;

The Chairman of the Board is not subject to retirement by rotation pursuant to bye-law 87(1) of the Company’s 
bye-laws (the “Bye-laws”). Mr. Seah Ang was appointed as acting chairman of the Board on 4 June 2020 but he 
has retired by rotation and was re-elected as executive Director at the annual general meeting of the Company 
on 5 June 2020. Mr. Seah Ang has entered into a service agreement for no fixed term but his appointment is 
terminable by either party by giving three months’ prior notice;

The non-executive Directors and independent non-executive Directors were not appointed for a specific 
term. However, they are subject to retirement and eligible for re-election at the general meeting pursuant to 
the Bye-laws and the CG Code. The service contracts of all the non-executive Directors and independent 
non-executive Directors have a termination notice requirement of at least one month; and

Due to other pre-arranged business commitments which must be attended to by Mr. Jiang Yingchun and 
Mr. Wang Wei-Chung, the non-executive Directors, they were not present at the annual general meeting of the 
Company held on 5 June 2020.

The Company periodically reviews its corporate governance practices to ensure they continue to meet the 
requirements of the CG Code. The key corporate governance principles and practices of the Company are 
summarised in this report.
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DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the 
“Model Code”) as set out in Appendix 10 to the Listing Rules as its code of conduct regarding Directors’ 
securities transactions.

To the specific enquiry by the Company, all Directors have confirmed that they had complied with the required 
standard set out in the Model Code throughout the year ended 31 December 2020.

RISK MANAGEMENT AND INTERNAL CONTROL
The Board is responsible for maintaining and reviewing the effectiveness of the risk management and internal 
control systems of the Group. It has carried out an annual review of the existing implemented systems 
and procedures, including control measures of financial, operational and compliance and risk management 
functions of the Group. Since the Group’s corporate and operation structure is simple for diverting resources 
to establish a separate internal audit department, during the year, the Company engaged external independent 
consultants to assess the design, implementation and monitoring of the risk management and internal control 
systems of the Company and Digital Domain Resources Limited, a wholly-owned subsidiary of the Company 
and principally engaged in the provision of human resources and administrative services for the Group. Based 
on the assessment, weakness and potential risks on internal control and risk management procedures have 
been identified in certain areas including fixed assets management, finance and accounting cycle, payroll and 
human resources. The Board has also reviewed the adequacy of resources, staff qualifications and experience, 
training programmes and budget of the Company’s accounting, internal audit and financial reporting function 
and considered they are adequate. The Board were not aware of any material internal control defects, and 
considered such systems effective and adequate.

THE BOARD
Responsibilities

The Board is responsible for overseeing the overall development of the Company’s businesses with the objective 
of enhancing shareholders’ value including setting and approving the Company’s strategic implementation, 
considering substantial investments, reviewing the Group’s financial performance half-yearly and developing 
and reviewing the Group’s policies and practices on corporate governance while delegating the day-to-day 
operations of the Company to the executive Directors or the management of every business segment. The 
Board is committed to making decisions in the best interests of both the Company and its shareholders 
(“Shareholders”).

The Board acknowledges its responsibility for preparing the consolidated financial statements of the Company 
and the Group which give a true and fair view of the Group’s affairs in accordance with statutory requirements 
and applicable accounting standards. The statement by the independent auditor of the Company about its 
reporting responsibilities for the consolidated financial statements of the Company is set out on pages 73 to 76 
in the independent auditor’s report.

All Directors have full and timely access to all relevant information as well as the advice and service of the 
company secretary of the Company (“Company Secretary”) to ensure Board procedures and all applicable rules 
and regulations are followed.
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THE BOARD (CONTINUED)
Composition

The Board has in its composition a balance of skills, experience and diversity of perspectives necessary for 
independent decision making and fulfilling its business needs.

The Board currently comprised nine members, including one executive Director, four non-executive Directors 
and four independent non-executive Directors, as follows:

Executive Director

Mr. SEAH Ang (Acting Chairman and Chief Executive Officer (“CEO”))
 (appointed as acting chairman of the Board on 4 June 2020)

Non-executive Directors

Mr. JIANG Yingchun
Mr. CUI Hao
Mr. WANG Wei-Chung
Mr. Sergei SKATERSHCHIKOV (appointed as non-executive Director on 22 January 2021)

Independent Non-executive Directors

Mr. DUAN Xiongfei
Ms. LAU Cheong
Mr. WONG Ka Kong Adam
Dr. Elizabeth Monk DALEY (appointed as independent non-executive Director on 20 July 2020)

Biographical details of the current Directors are set out in the directors’ report on pages 55 to 57. Save as 
disclosed in the aforesaid biographical details of the Directors, none of the Directors has any financial, business, 
family or other material/relevant relationships between the Board members.

During the year ended 31 December 2020, the Board at all times met the requirements of the Listing Rules 
relating to the appointment of at least three independent non-executive directors with at least one independent 
non-executive director possessing appropriate professional qualifications or accounting or related financial 
management expertise, and the independent non-executive directors represented at least one-third of the 
board.

In accordance with the code provision A.4.3 of the CG Code and Corporate Governance Report contained 
in Appendix 14 to the Listing Rules, Mr. Duan Xiongfei has served as an independent non-executive Director 
for more than 9 years and his further appointment will be subject to a separate resolution to be approved by 
Shareholders at the forthcoming annual general meeting of the Company. As an independent non-executive 
Director, Mr. Duan Xiongfei did not participate in the day-to-day management of the Company. However, he has 
developed an in-depth understanding of the business of the Company and remains in a position to provide an 
independent view and guidance to the Company over the years.

The Company has received written annual confirmation from each independent non-executive Director of his/
her independence pursuant to the requirements of the Listing Rules. The Company considers all independent 
non-executive Directors (including Mr. Duan Xiongfei who has served as an independent non-executive Director 
for more than 9 years and is eligible for re-election at the forthcoming annual general meeting of the Company) 
to be independent in accordance with the independence guidelines set out in the Listing Rules.
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THE BOARD (CONTINUED)
Composition (continued)

The Bye-laws require that one-third (if the number is not a multiple of three, the number nearest to but not less 
than one-third) of the Directors (including executive and non-executive Directors) shall retire by rotation at each 
annual general meeting. The Directors to retire by rotation shall include any Director who wishes to retire and 
not to offer himself for re-election and those of the other Directors who have been longest in office since their 
last re-election or appointment. A retiring Director is eligible for re-election. Any Director appointed by the Board 
to fill a casual vacancy shall hold office until the first general meeting of members after his appointment and be 
subject to re-election at such meeting and any Director appointed by the Board as an addition to the existing 
Board shall hold office until the next following annual general meeting and be eligible for re-election. Any Director 
appointed pursuant to the aforesaid Bye-law shall not be taken into account in determining which particular 
Directors or the number of Directors who are to retire by rotation.

Board Meetings and General Meetings

During the year ended 31 December 2020, eight Board meetings and the annual general meeting of the 
Company for the year 2020 (“AGM”) were held with details of the Directors’ attendance set out below:

Attendance/Number of Meetings
Directors Board Meetings AGM

Executive Directors
Mr. SEAH Ang (Acting Chairman and CEO) 

(appointed as acting chairman of the Board on 4 June 2020) 8/8 1/1
Mr. Peter CHOU (Chairman)  

(resigned as chairman of the Board and executive Director on 4 June 2020) 2/4 N/A
  

Non-executive Directors   
Mr. JIANG Yingchun 2/8 0/1
Mr. CUI Hao 6/8 1/1
Mr. WANG Wei-Chung 7/8 0/1

  
Independent Non-executive Directors   
Mr. DUAN Xiongfei 8/8 1/1
Ms. LAU Cheong 8/8 1/1
Mr. WONG Ka Kong Adam 6/8 1/1
Dr. Elizabeth Monk DALEY 

(appointed as independent non-executive Director on 20 July 2020) 3/3 N/A
Mr. John Alexander LAGERLING 

(resigned as independent non-executive Director on 1 May 2020) 0/2 N/A
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THE BOARD (CONTINUED)
Directors’ Training

The Directors are encouraged to participate in continuous professional development to develop and refresh their 
knowledge and skills. The Company would provide a comprehensive induction package covering the summary 
of the responsibilities and liabilities of a director of a Hong Kong listed company, the Company’s constitutional 
documents and the Guide on Directors’ Duties issued by the Companies Registry in Hong Kong to each newly 
appointed Director to ensure that he/she is sufficiently aware of his/her responsibilities and obligations under the 
Listing Rules and other regulatory requirements.

The Company Secretary reports from time to time the latest changes and development of the Listing Rules, 
corporate governance practices, business ethics and anti-corruption aspects and other regulatory regime to the 
Directors with written materials.

During the year of 2020, all Directors were provided with reading materials on the relevant rules and regulating 
updates.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
There is no separation of the roles of the chairman and the chief executive officer or chief executive during the 
period from 4 June 2020 to 31 December 2020. Mr. Seah Ang, the executive Director and CEO, was appointed 
as the acting chairman of the Board following the resignation of Mr. Peter Chou as the chairman of the Board 
and the executive Director. The Board believed that at the time of vesting of the roles of chairman and CEO in 
Mr. Seah Ang is beneficial to the operation and management of the Group due to his in-depth knowledge in the 
Group’s operation and his extensive business network and connections. The Company would seek the suitable 
candidate to fill the vacancy of the position of the chairman of the Board.

DELEGATION BY THE BOARD
The Directors are aware of their collective and individual responsibilities to the Shareholders for the well-being 
and success of the Company.

To enhance the effectiveness of the management of the Company, the Board has established four committees, 
namely, the Executive Committee, the Audit Committee, the Nomination Committee and the Remuneration 
Committee to oversee corresponding aspects of the Company’s affairs. All Board committees of the Company 
have defined written terms of reference.

BOARD COMMITTEES
Executive Committee

The Executive Committee currently comprises the executive Director and the management and it assists 
the Board in discharging its duties and dealing with routine business of the Company and enhances the 
effectiveness and efficiency of day-to-day operation of the Company. There is no minimum meeting requirement 
and this Committee shall meet as and when necessary for proper discharge of its duties.
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BOARD COMMITTEES (CONTINUED)
Audit Committee

The Audit Committee currently consists of Mr. Duan Xiongfei (Chairman), Ms. Lau Cheong and Mr. Wong Ka 
Kong Adam, the independent non-executive Directors.

The main duties of the Audit Committee are to consider the appointment, re-appointment and removal of the 
external auditor, to review and monitor the external auditor’s independence and objectivity and the effectiveness 
of the audit process and to discuss with the external auditor the nature and scope of the audit. It is also 
responsible for reviewing: (i) the interim and annual financial statements before submission to the Board and 
(ii) the Company’s financial control, risk management and internal control systems and the internal audit 
programme (where appropriate). It also needs to discuss problems and reservations arising from the interim and 
final audits and to consider the major findings of internal investigations and management’s response.

The Audit Committee shall meet at least twice a year according to its terms of reference. There were two 
meetings held during the year under review, details of attendance are set out below:

Audit Committee Members Attendance/Number of Meetings

Mr. DUAN Xiongfei (Chairman) 2/2
Ms. LAU Cheong 2/2
Mr. WONG Ka Kong Adam 1/2

During the year under review, the Audit Committee had considered, reviewed and discussed any areas of 
concerns during the audit process, the compliance of company policy, the internal control procedures and the 
corporate governance of the Group and had approved the annual audited consolidated financial statements and 
the interim financial statements respectively.

Nomination Committee

The Nomination Committee currently consists of Mr. Duan Xiongfei (Chairman), Ms. Lau Cheong and Mr. Wong 
Ka Kong Adam, the independent non-executive Directors and Mr. Seah Ang, the executive Director.

The main duties of the Nomination Committee are to review the structure, size and composition (including the 
skills, knowledge and experience) of the Board on a regular basis and to identify individuals suitably qualified to 
become board members. It is also responsible for assessing the independence of independent non-executive 
Directors and making recommendations to the Board on relevant matters relating to the appointment or 
re-appointment of Directors and succession planning for Directors. The recommendations of the Nomination 
Committee are then put forward for consideration and adoption, where appropriate, by the Board.
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BOARD COMMITTEES (CONTINUED)
Nomination Committee (continued)

The Nomination Committee shall meet at least once per year according to its terms of reference. Four 
Nomination Committee meetings were held during the year under review, details of attendance are set out 
below:

Nomination Committee Members Attendance/Number of Meetings

Mr. DUAN Xiongfei (Chairman) 4/4
Ms. LAU Cheong 4/4
Mr. WONG Ka Kong Adam 2/4
Mr. SEAH Ang 4/4

During the year under review, the Nomination Committee had reviewed the structure, size and composition of 
the Board, the assessment of the independence of the independent non-executive Directors, the retirement and 
re-appointment arrangement of the Directors and the appointment of the acting chairman of the Board and an 
independent non-executive Director.

Remuneration Committee

The Remuneration Committee currently consists of Mr. Duan Xiongfei (Chairman), Ms. Lau Cheong and 
Mr. Wong Ka Kong Adam, the independent non-executive Directors and Mr. Seah Ang, the executive Director.

The major responsibilities of the Remuneration Committee are to make recommendation to the Board on the 
Company’s policy and structure for remuneration of the Directors and senior executives of the Company. The 
Committee shall determine, with delegated responsibility, the individual remuneration package of each executive 
Director (including the Chairman) and senior management including benefits in kind and pension rights (including 
allocation of share options, annual bonus plans) and compensation payments (including any compensation 
payable for loss or termination of their office or appointment) subject to the contractual terms, if any. When 
determining remuneration packages of the executive Directors and senior management of the Company, the 
Remuneration Committee takes into consideration factors such as market forces and remuneration packages of 
executive directors of similar companies in comparable industries both in Hong Kong and overseas.

The Remuneration Committee shall meet at least once per year according to its terms of reference. Two 
Remuneration Committee meetings were held during the year under review, details of attendance are set out 
below:

Remuneration Committee Members Attendance/Number of Meetings

Mr. DUAN Xiongfei (Chairman) 2/2
Ms. LAU Cheong 2/2
Mr. WONG Ka Kong Adam 1/2
Mr. SEAH Ang 2/2

During the year under review, the Remuneration Committee had reviewed the existing remuneration policy of the 
Company and the remuneration structure for the Directors.
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NOMINATION POLICY
The Board has adopted a nomination policy which set out the selection criteria, procedure and process for the 
nomination of a candidate for directorship.

Nomination Criteria

The factors listed below, which are not exhaustive and the Board has discretion if it considers appropriate, 
would be used as reference by the Nomination Committee in assessing the suitability of a proposed candidate 
for the appointment of Director or re-election of any existing Director:

(i) gender, age, cultural and educational background, professional experience, skills and knowledge of the 
candidate;

(ii) effect on the Board’s composition and diversity;

(iii) commitment of the candidate in respect of available time for carrying out his/her duties effectively;

(iv) conflicts of interest that may arise if the candidate is selected;

(v) compliance with the criteria of independence, in case for the appointment of an independent non-executive 
Director, as prescribed under Rule 3.13 of the Listing Rules; and

(vi) any other relevant factors as may be determined by the Nomination Committee or the Board from time to 
time as appropriate.

Nomination Procedures and Process

(i) the Nomination Committee identifies or selects candidates recommended pursuant to the above criteria.

(ii) the Nomination Committee may use any process it deems appropriate to evaluate the candidates, which 
may include interviews, written submissions by the candidates, third party references and background 
checks.

(iii) the Nomination Committee will consider the matter at the meeting or by circulating a resolution in writing 
to the members of the Nomination Committee and provide to the Board with all the information required 
in relation to the candidates. The Nomination Committee shall make recommendation to the Board for 
consideration and approval.

(iv) in case of re-election of an existing Director, the Nomination Committee will hold a meeting to consider 
the re-election based on the above criteria and, if such Director is an independent non-executive Director 
and has served the Board for more than 9 years, to assess whether he/she has remained independent. 
The Nomination Committee shall make recommendations to the Board for its consideration and 
recommendation for the proposed candidate to stand for re-election at a general meeting.

(v) pursuant to Rule 13.74 of the Listing Rules, where shareholders are required to vote on re-electing a 
director, the circular accompanying the notice of the relevant general meeting should contain all the 
information of the candidates required under Rule 13.51(2) of the Listing Rules and, if applicable, Code 
Provision A.5.5 of the CG Code.

(vi) the Board shall have the final decision on all matters relating to its recommendation of candidates to stand 
for election at a general meeting.
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BOARD DIVERSITY POLICY
The Board has adopted a board diversity policy (the “Board Diversity Policy”) which sets out the approach to 
achieve diversity on the Board.

With a view to achieving a sustainable and balanced development, the Company sees increasing diversity at the 
Board level as an essential element in supporting the attainment of its strategic objectives and its sustainable 
development. In designing the Board’s composition, Board diversity has been considered from a number of 
aspects, including but not limited to gender, age, cultural and educational background, professional experience, 
skills and knowledge. All Board appointments will be based on meritocracy, and candidates will be considered 
against objective criteria, having due regard for the benefits of diversity on the Board.

The Board has set measurable objectives and selection of candidates for Board members will be based on a 
range of diversity perspectives, including but not limited to gender, age, cultural and educational background, 
professional experience, skills and knowledge. The ultimate decision will be based on merit and contribution that 
the selected candidates will bring to the Board.

The Nomination Committee will monitor the implementation of the Board Diversity Policy and review this policy, 
as appropriate, to ensure its effectiveness from time to time.

CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for determining the policy for the corporate governance of the Company and 
performing the corporate governance duties as below:

(i) to develop and review the Group’s policies and practices on corporate governance and make 
recommendations;

(ii) to review and monitor the training and continuous professional development of Directors and senior 
management;

(iii) to review and monitor the Group’s policies and practices on compliance with all legal and regulatory 
requirements (where applicable);

(iv) to develop, review and monitor the code of conduct and compliance manual (if any) applicable to the 
employees and directors of the Group; and

(v) to review the Group’s compliance with the code of corporate governance and disclosure requirements in 
the corporate governance report.

During the year under review, the Board reviewed and approved the corporate governance report contained in 
the annual report of the Company for the year 2019.
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INDEPENDENT AUDITOR’S REMUNERATION
The remuneration paid and payable to the external auditor and the nature of services for the year ended 31 
December 2020 are set out as follows:

Type of services HK$’000

Audit services:
Audit of annual financial statements 1,775

 
Non-audit services:

Agreed upon procedures 197

COMPANY SECRETARY
The Company Secretary has complied with Rule 3.29 of the Listing Rules in relation to professional training 
during the year under review.

DIVIDEND POLICY
The Board has adopted a dividend policy (the “Dividend Policy”) setting out the guidelines in deciding whether to 
propose a dividend and in determining an appropriate basis for dividend distribution.

The Board shall consider the following factors, among others, before declaring or recommending dividends:

(i) the operation and financial performance of the Group;

(ii) economic conditions;

(iii) the liquidity position, capital requirements and future funding needs of the Group;

(iv) the Shareholders’ interests;

(v) contractual restrictions on payment of dividends by the Company to its shareholders or by the Company’s 
subsidiaries to the Company;

(vi) any restrictions under the Company Act 1981 of Bermuda, the Listing Rules, the Bye-laws and any 
applicable laws, rules and regulations; and

(vii) any other factors that the Board deems appropriate.

The recommendation of the payment of dividend is subject to the absolute discretion of the Board, and any 
declaration of annual dividend for the year will be subject to the approval of the Shareholders. The Board will 
review the Dividend Policy from time to time.
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SHAREHOLDERS’ RIGHTS
Convening a Special General Meeting by Shareholders

Pursuant to Bye-law 58 of the Bye-laws, a special general meeting may be convened by the Board upon 
requisition by any Shareholder holding not less than one-tenth of the paid up capital of the Company and the 
securities being held carrying the right of voting at any general meetings of the Company. The Shareholder shall 
make a written requisition to the Board or the Company Secretary at the head office address of the Company 
in Hong Kong, specifying the shareholding information and contact details of the Shareholder and the proposal 
regarding any specified transaction/business and its supporting documents.

The Board shall arrange to hold such general meeting within 2 months after the receipt of such written 
requisition. Pursuant to Bye-law 59 of the Bye-laws, the Company shall serve requisite notice of the general 
meeting, including the time and place of the general meeting and particulars of resolutions to be considered at 
the general meeting and the general nature of the business.

If within 21 days of the receipt of such written requisition, the Board fails to proceed to convene such general 
meeting, the Shareholder shall do so pursuant to the provisions of Section 74(3) of the Companies Act of 
Bermuda.

Putting Forward Proposals at General Meetings

A Shareholder shall make a written requisition to the Board or the Company Secretary at the head office 
address of the Company in Hong Kong, specifying the shareholding information and contact details of the 
Shareholder and the proposal the Shareholder intends to put forward at general meeting regarding any specified 
transaction/business and its supporting documents.

Making Enquiry to the Board

Shareholders may send written enquiries, either by post, by facsimile or by email, together with their contact 
details, such as postal address, email address or facsimile number, addressing to the head office of the 
Company in Hong Kong at the following address or facsimile number or via email:

Suite 1201, 12/F.,
Li Po Chun Chambers,
189 Des Voeux Road Central,
Hong Kong

Fax: (852) 2907 9898
Email: ir@ddhl.com

All enquiries shall be collected by the Company Secretary who shall report to the executive Directors periodically 
on the enquiries collected. The executive Directors shall review the enquiries and assign different kinds of 
enquiries to appropriate division head/manager for answering. After receiving the answers of all enquiries from 
the relevant division head/manager, the Company Secretary will collect the answers for the executive Directors’ 
review and approval. The Company Secretary shall then be authorised by the executive Directors to reply all 
enquiries in writing.
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The Directors present their report together with the audited consolidated financial statements of the Group for 
the year ended 31 December 2020.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. Its subsidiaries are principally engaged in the media 
entertainment business and property investment business.

An analysis of the Group’s performance for the year by business and geographical segments is set out in note 
6 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2020 and the state of affairs of the Company and of 
the Group as at 31 December 2020 are set out in the consolidated financial statements and their 
accompanying notes on pages 77 to 197. No interim dividend was paid or declared in respect of the year 
ended 31 December 2020 (2019: Nil). The Board does not recommend the payment of a final dividend for the 
year ended 31 December 2020 (2019: Nil).

RESERVES
Details of the movements in reserves of the Group and the Company during the year are set out in the 
consolidated statement of changes in equity and note 25 to the consolidated financial statements respectively.

In view of the losses sustained by the Company, distributable reserves of the Company as at 31 December 
2020 amounted to HK$594,690,000 solely comprised of contributed surplus.

PRINCIPAL SUBSIDIARIES
Particulars of the Company’s principal subsidiaries as at 31 December 2020 are set out in note 28 to the 
consolidated financial statements.

SUMMARY OF FINANCIAL INFORMATION
A summary of the consolidated results, assets and liabilities of the Group for the last five financial years is set 
out in the section headed “Five Years Financial Summary” on page 198 of this annual report.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the Group and of the Company during the year 
are set out in note 13 to the consolidated financial statements.

SHARE CAPITAL
Details of the movements in the Company’s issued share capital and share options during the year and 
outstanding as at 31 December 2020 are set out in notes 24 and 26 to the consolidated financial statements 
respectively.
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DIRECTORS
The Directors who were in office during the year and those as at the date of this report are:

Executive Directors

SEAH Ang
Peter CHOU (resigned on 4 June 2020)

Non-executive Directors

JIANG Yingchun
CUI Hao
WANG Wei-Chung
Sergei SKATERSHCHIKOV (appointed on 22 January 2021)

Independent Non-executive Directors

DUAN Xiongfei
LAU Cheong
WONG Ka Kong Adam
Elizabeth Monk DALEY (appointed on 20 July 2020)
John Alexander LAGERLING (resigned on 1 May 2020)

Dr. Elizabeth Monk Daley and Mr. Sergei Skatershchikov were appointed as independent non-executive 
Directors and non-executive Director with effect from 20 July 2020 and 22 January 2021 respectively. In 
accordance with Bye-law 86(2) of the Bye-laws, any Director appointed by the Board to fill a casual vacancy 
should hold office until the first general meeting of members after her/his appointment and be subject to 
re-election at such meeting and any Director appointed by the Board as addition to the existing Board should 
hold office only until the next following annual general meeting of the Company and should be subject to 
re-election at such meeting. In this connection, Dr. Daley and Mr. Skatershchikov will retire and, being eligible, 
to offer themselves for re-election at the forthcoming annual general meeting of the Company.

In accordance with Bye-law 87(1) of the Bye-laws, Mr. Duan Xiongfei and Mr. Wong Ka Kong Adam will retire 
and, being eligible, to offer themselves for re-election at the forthcoming annual general meeting of the 
Company. Under code provision A.4.3 of the Corporate Governance Code and Corporate Governance Report 
contained in Appendix 14 to the Listing Rules, Mr. Duan has served as an independent non-executive Director 
for more than 9 years and his re-election at the annual general meeting of the Company will be subject to a 
separate resolution to be approved by Shareholders.

None of the Directors, including those Directors who are proposed for re-election at the forthcoming annual 
general meeting of the Company, has an unexpired service contract with the Company, which is not 
determinable within one year without payment of compensation, other than statutory compensation.

The non-executive Directors and independent non-executive Directors have no specific term of office but their 
service contracts have a termination notice requirement of at least one month. They are subject to retirement 
by rotation and will be eligible for re-election at the annual general meeting of the Company in accordance with 
the Bye-laws.
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BIOGRAPHICAL DETAILS OF DIRECTORS
Brief biographical details of the Directors are as shown below:

Executive Directors

SEAH Ang, aged 36, joined the Group in 2013 as an executive vice president and was appointed as executive 
Director and the chief executive officer of the Company on 29 September 2014. He was also appointed as 
acting chairman of the Board and the chairman of the executive committee of the Company on 4 June 2020 
respectively. Mr. Seah is presently a member of the nomination committee and the remuneration committee of 
the Company, and the authorised representative of the Company for the acceptance of service of any process 
or notice required to be served on the Company in Hong Kong under the Companies Ordinance (Chapter 622 
of the Laws of Hong Kong). He is also a director of most of the subsidiaries and an officer of certain 
subsidiaries of the Company. Mr. Seah graduated from Peking University with a Master Degree of Law (major in 
international politics) and Bachelor of Arts Degree in Law. He previously worked as an investment banker at 
Barclays and has extensive experience in the financial industry with expertise in securities, options, fund 
management and international businesses development. His in-depth knowledge of the private equity markets 
in Greater China and global markets enabled him to focus on business development around the world. From 
May 2010 to March 2013, Mr. Seah was also a senior management of United Simsen Securities Limited, a 
company which provides brokerage services on securities, foreign exchange, gold bullion, futures and mutual 
funds. From June 2012 to March 2013, Mr. Seah was a non-executive director of King Stone Energy Group 
Limited (stock code: 663), a company whose shares are listed on the Stock Exchange.

Non-executive Directors

JIANG Yingchun, aged 52, was appointed as a non-executive Director on 30 May 2019. Mr. Jiang is currently 
an executive director and the general manager of Poly Culture Group Corporation Limited (“Poly Culture”), the 
shares of which are listed on the main board of the Stock Exchange (stock code: 3636). He is also the 
chairman of Beijing Poly International Auction Corporation Limited, Poly Auction (Hong Kong) Limited, Beijing 
Poly Art Centre Corporation Limited and Poly Culture North America Investment Corporation Limited 
respectively. Mr. Jiang served as the assistant to general manager and the vice general manager of Poly 
Culture from December 2001 to February 2007 and from February 2007 to November 2010. He holds a 
Bachelor’s Degree in History majoring in archaeology in Peking University and qualification of editor.

CUI Hao, aged 32, was appointed as a non-executive Director on 30 May 2019. Mr. Cui is currently the 
executive deputy head of board office of Poly Culture, the shares of which are listed on the main board of the 
Stock Exchange (stock code: 3636). He served in the board office and poly strategy research institute of China 
Poly Group Corporation. Mr. Cui holds a Master’s Degree in School of English and International Studies – 
American Studies in Beijing Foreign Studies University, a Bachelor’s Degree in English Language and Literature 
and Economics in Shanghai International Studies University and Shanghai University of International Business 
and Economics respectively.
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BIOGRAPHICAL DETAILS OF DIRECTORS (CONTINUED)
Non-executive Directors (continued)

WANG Wei-Chung, aged 63, was appointed as a non-executive Director on 30 May 2019. Mr. Wang holds a 
Bachelor’s degree in Department of Journalism of the Chinese Culture University. He started working in the TV 
industry at the age of 20 and became a TV producer at the age of 24. He was the deputy general manager of 
TVBS, general manager of MCA, an international record company, and he also established Broadcasting 
Station - Voice of Taipei in 1993. Mr. Wang has been the general manager of Golden Star Entertainment Co. 
Ltd. since 1996, its businesses included TV programme production, TV series production, stage drama 
production, artist agency and event production. He has accumulated more than 43 years of experience in the 
film and TV industries, specializing in high-rating film and TV productions closely related to social trends, such 
as “Kangxi Lai Le (康熙來了)”, “One Million Star (星光大道)”, “Everybody Speaks Nonsenses (全民大悶鍋)” and 
“Jungle Voice (聲林之王)” etc. He has been affirmed a number of times by the Golden Bell Awards and drew 
attention of and reporting by international media including CNN. In recent years, he has been deeply involved in 
the stage dramas and is a well-known content operator for the Chinese entertainment industry.

Sergei SKATERSHCHIKOV (also known as Sergey Skaterschikov), aged 48, was appointed as a 
non-executive Director on 22 January 2021. He is a seasoned finance and board-level executive with 30 years 
of international experience in the finance, media and entertainment, telecom, technology and e-commerce 
industries. Mr. Skatershchikov is the principal in the Swiss investment firm IndexAtlas AG based in Zurich and 
New York, with his prior experience including at the C-level in Mobile TeleSystems Public Joint Stock Company 
(the shares of which were listed on New York Stock Exchange (NYSE: MBT)) from 2006 to 2008. He also held 
a board position in public joint-stock company LSR Group (the shares of which were listed on Moscow 
Exchange and London Stock Exchange (MCX/LSE: LSRG)) from 2007 to 2015, and director roles at Skate’s Art 
Market Research LLC, E*Trade Eurasia, East West United Bank (Luxembourg), Creditanstalt Investment Bank 
(Austria) and Moscow office of Dresdner Kleinwort Wasserstein at various times between 1997 and 2015.

Mr. Skatershchikov is a graduate of Moscow State University (Lomonosov) and holds Master of Business 
Administration from the Fuqua School of Business at Duke University. He has written a number of books 
including Skate’s Art Investment Handbook published by McGraw & Hill in 2009.

Independent Non-executive Directors

DUAN Xiongfei, aged 52, was appointed as an independent non-executive Director on 21 July 2009 and is 
presently the chairman of the audit committee, the nomination committee and the remuneration committee of 
the Company. He is currently an independent non-executive director, the chairman of the nomination and 
corporate governance committee and a member of the audit committee of Huobi Technology Holdings Limited 
(stock code: 1611), the shares of which are listed on the main board of the Stock Exchange. Mr. Duan holds a 
Master’s Degree in Economics from Renmin University of China and a Master’s Degree in Business 
Administration from The University of Chicago. He has over 20 years of experience in securities trading and the 
investment industry. Mr. Duan is currently the investment manager of MIE Holdings Corporation, a company 
listed on the Stock Exchange (stock code: 1555). He joined Atlantis Investment Management as Fund Manager 
in 2010 and registered as a Commodity Trading Advisor (CTA) in the National Futures Association (NFA) and 
the Commodity Futures Trading Commission (CFTC) in 2004.
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BIOGRAPHICAL DETAILS OF DIRECTORS (CONTINUED)
Independent Non-executive Directors (continued)

LAU Cheong, aged 37, was appointed as an independent non-executive Director on 21 July 2009 and is 
presently a member of the audit committee, the nomination committee and the remuneration committee of the 
Company. Ms. Lau holds a Master’s Degree in Public Policy and Management and a Bachelor’s Degree in 
Business Administration from University of Southern California. She obtained three broker qualifications in the 
United States of America and previously worked in Morgan Stanley & Co. Incorporated. She is currently the 
chief executive officer of Sino Jet Management Limited and the president of Ponticello International Group 
Incorporated.

WONG Ka Kong Adam, aged 54, was appointed as an independent non-executive Director and a member of 
the audit committee, the remuneration committee and the nomination committee of the Company on 9 August 
2013. Mr. Wong holds a Master’s Degree in Business Administration from The Hong Kong Polytechnic 
University. He is a member and a practising certificate holder of the Hong Kong Institute of Certified Public 
Accountants. Mr. Wong has over 25 years’ experience in auditing, commercial finance and accounting 
operation. He previously held various senior positions in listed companies with business in Hong Kong, Greater 
China and overseas. Mr. Wong currently holds a senior executive position in a licensed asset management and 
investment advisory company.

Elizabeth Monk DALEY, aged 78, was appointed as an independent non-executive Director on 20 July 2020. 
Dr. Daley has been the dean of the School of Cinematic Arts at the University of Southern California (“USC”) 
since 1991. She is the inaugural holder of the Steven J. Ross/Time Warner Dean’s Chair. Dr. Daley was also 
the founding executive director of the USC Annenberg Center for Communication from 1994 to 2005 and 
serves as the executive director of the USC Institute for Multimedia Literacy.

Before joining USC in 1989 as chair of the Film and Television Production Program, Dr. Daley had engaged in 
various positions in the entertainment industry, ranging from film and television producer to media consultant. 
She had also served on the board of the World Economic Forum’s Global Agenda Council on Media, 
Entertainment and Information. Dr. Daley currently is an independent director and a member of the nominating 
and governance committee and the compensation committee of Avid Technology, Inc., the shares of which are 
traded on The Nasdaq Global Select Market under symbol “AVID”. In addition, she is a member of both the 
Directors Guild of America and the Academy of Motion Picture Arts and Sciences.

Dr. Daley has been honored by American Women in Radio and Television and was twice nominated for a Los 
Angeles Area Emmy Award. She has received a CINE (Council on International Non-Theatrical Events) Golden 
Eagle and the Barbara Jordan Award, as well as the California Governor’s Award for her work with 
programming about the handicapped.

Dr. Daley obtained a Ph.D. Degree from the University of Wisconsin-Madison and Bachelor’s and Master’s 
Degrees from Tulane University and Newcomb College. In 2016, she was awarded a Degree of Doctor of 
Letters, honoris causa, from Hong Kong Baptist University.
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SHARE OPTION SCHEME
The share option scheme of the Company was adopted on 27 April 2012 and amended on 3 April 2014 (the 
“Option Scheme”). Pursuant to the Option Scheme, the Directors are authorised to grant options (“Options”) to 
any Directors, any employees and those persons of the Group who have contributed or will contribute to the 
Group as incentive schemes and rewards. Apart from the Option Scheme, the Company did not have any other 
share option scheme.

(1) Purpose

The purpose of the Option Scheme is to reward participants who have contributed or will contribute to the 
Group and to encourage participants to work towards enhancing the value of the Company and its Shares 
for the benefit of the Company and its Shareholders as a whole.

(2) Participants

Directors (including executive Directors, non-executive Directors and independent non-executive Directors) 
and employees of the Group and any advisors, consultants, distributors, contractors, suppliers, agents, 
customers, business partners, joint venture business partners, promoters, service providers of any 
member of the Group who the Board considers, in its sole discretion, have contributed or will contribute 
to the Group.

(3) The total number of Shares available for issue

The total number of Shares which may be issued upon exercise of options to be granted under the Option 
Scheme and any other share option schemes of the Company shall not, in the absence of Shareholders’ 
approval, exceed 2,241,869,571 Shares, representing approximately 5.48% of the Shares in issue as at 
the date of this annual report.

The maximum number of Shares which may be issued upon exercise of all outstanding options granted 
and yet to be exercised under the Option Scheme and any other share option schemes of the Company 
must not in aggregate exceed 30% of the Shares in issue from time to time. No options shall be granted 
under any scheme(s) of the Company or any of its subsidiaries if this will exceed the aforesaid 30% limit.

(4) The maximum entitlement of each participant under the Option Scheme

The total number of Shares issued and to be issued upon the exercise of the options granted and to be 
granted to each participant of the Option Scheme (including both exercised and outstanding options) in 
any 12-month period must not exceed 1% of the Shares in issue.

Any further grant of options would result in the Shares issued and to be issued upon exercise in excess of 
this 1% limit shall be subject to the approval of the Shareholders in general meeting with such grantee and 
his close associates (or his associates if such grantee is a connected person) abstaining from voting and 
the requirements prescribed under the Listing Rules from time to time.
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SHARE OPTION SCHEME (CONTINUED)
(5) The period within which the Shares must be taken up under an option

An option may be exercised in accordance with the terms of the Option Scheme at any time during the 
10-year period from the date of grant.

(6) The minimum period for which an option must be held before it can be exercised

The Board is empowered to impose, at its discretion, any minimum period that an option must be held at 
the time of granting any option.

(7) The amount payable on application or acceptance of the option and the period within which payments 
or calls must or may be made or loans for such purposes must be repaid

Acceptance of the option must be made within 28 days from the date of grant and HK$1.00 must be paid 
as a consideration for the grant of option.

(8) The basis of determining the exercise price

The exercise price of the option shall be such price determined by the Board at its absolute discretion and 
notified to the participant in the offer but shall be no less than the highest of:

(a) the closing price of the Shares as stated in the daily quotations sheet issued by the Stock Exchange 
on the date of grant which must be a business day;

(b) the average closing price of the Shares as stated in the daily quotations sheet issued by the Stock 
Exchange for the 5 business days immediately preceding the date of grant; and

(c) the nominal value of the Shares.

(9) The remaining life of the Option Scheme

The Option Scheme is valid and effective for a period of 10 years commencing after the date of its 
adoption.
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SHARE OPTION SCHEME (CONTINUED)
The following table discloses movements in the Company’s Options during the year:

Number of Options

Name and 
category of 
participant

At 
1 January 

2020

Granted 
during 

the year

Exercised 
during 

the year

Cancelled/
lapsed 
during 

the year

At 
31 December 

2020
Date of 

grant
Exercise 

period

Exercise 
price 

per Share 
(HK$)

Directors

Seah Ang 100,000,000 
(Notes 2 and 3)

– – – 100,000,000 28/05/2014 28/05/2017  
to 27/05/2024

0.098

Wang Wei-Chung 1,666,667 
(Note 5)

– – – 1,666,667 29/01/2016 29/01/2016  
to 28/01/2026

0.413

1,666,667 
(Note 5)

– – – 1,666,667 29/01/2016 29/01/2017  
to 28/01/2026

0.413

1,666,666 
(Note 5)

– – – 1,666,666 29/01/2016 29/01/2018  
to 28/01/2026

0.413

Employees of the Group

Zhou Jian 150,000,000 
(Notes 2 and 3)

– – – 150,000,000 28/05/2014 28/05/2017  
to 27/05/2024

0.098

Fan Lei 150,000,000 
(Notes 2 and 3)

– – – 150,000,000 28/05/2014 28/05/2017  
to 27/05/2024

0.098

Other employees,  
in aggregate

344,730,000 
(Note 2)

– – – 344,730,000 28/05/2014 28/05/2017  
to 27/05/2024

0.098

20,990,000 
(Note 4)

– – – 20,990,000 06/05/2015 06/05/2015  
to 05/05/2025

1.320

20,000,000 
(Note 4)

– – – 20,000,000 06/05/2015 06/05/2016  
to 05/05/2025

1.320

19,000,000 
(Note 4)

– – – 19,000,000 06/05/2015 06/05/2017  
to 05/05/2025

1.320

91,500,010 
(Note 5)

– – – 91,500,010 29/01/2016 29/01/2016  
to 28/01/2026

0.413

81,499,998 
(Note 5)

– – – 81,499,998 29/01/2016 29/01/2017  
to 28/01/2026

0.413

75,833,327 
(Note 5)

– – – 75,833,327 29/01/2016 29/01/2018  
to 28/01/2026

0.413

50,000,000 
(Note 7)

– – – 50,000,000 22/06/2016 22/06/2017  
to 21/06/2026

0.495

50,000,000 
(Note 7)

– – – 50,000,000 22/06/2016 22/06/2018  
to 21/06/2026

0.495
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Number of Options

Name and 
category of 
participant

At 
1 January 

2020

Granted 
during 

the year

Exercised 
during 

the year

Cancelled/
lapsed 
during 

the year

At 
31 December 

2020
Date of 

grant
Exercise 

period

Exercise 
price 

per Share 
(HK$)

Employees of the Group  
(continued)

16,666,692 
(Note 8)

– – – 16,666,692 29/07/2016 29/07/2016  
to 28/07/2026

0.566

11,699,998 
(Note 8)

– – – 11,699,998 29/07/2016 29/07/2017 
 to 28/07/2026

0.566

8,433,324 
(Note 8)

– – – 8,433,324 29/07/2016 29/07/2018  
to 28/07/2026

0.566

109,999,999 
(Note 10)

– – – 109,999,999 24/04/2019 24/04/2019  
to 23/04/2029

0.130

6,666,667 
(Note 10)

– – – 6,666,667 24/04/2019 29/02/2020  
to 23/04/2029

0.130

3,333,333 
(Note 10)

– – – 3,333,333 24/04/2019 24/04/2020  
to 23/04/2029

0.130

6,666,667 
(Note 10)

– – – 6,666,667 24/04/2019 28/02/2021  
to 23/04/2029

0.130

3,333,334 
(Note 10)

– – – 3,333,334 24/04/2019 24/04/2021  
to 23/04/2029

0.130

– 292,200,000 
(Note 11)

(1,700,000) – 290,500,000 21/05/2020 21/05/2020  
to 20/05/2030

0.046

– 92,200,000 
(Note 11)

– – 92,200,000 21/05/2020 21/05/2021  
to 20/05/2030

0.046

– 93,600,000 
(Note 11)

– – 93,600,000 21/05/2020 21/05/2022  
to 20/05/2030

0.046

Others

Amit Chopra 48,000,000 
(Note 2)

– – – 48,000,000 28/05/2014 28/05/2017  
to 27/05/2024

0.098

5,000,000 
(Note 4)

– – – 5,000,000 06/05/2015 06/05/2015  
to 05/05/2025

1.320

5,000,000 
(Note 4)

– – – 5,000,000 06/05/2015 06/05/2016  
to 05/05/2025

1.320

5,000,000 
(Note 4)

– – – 5,000,000 06/05/2015 06/05/2017  
to 05/05/2025

1.320

33,333,334 
(Notes 5 and 6)

– – – 33,333,334 29/01/2016 29/01/2016  
to 28/01/2026

0.413

33,333,333 
(Notes 5 and 6)

– – – 33,333,333 29/01/2016 29/01/2017  
to 28/01/2026

0.413

33,333,333 
(Notes 5 and 6)

– – – 33,333,333 29/01/2016 29/01/2018  
to 28/01/2026

0.413

Wei Ming 300,000,000 
(Note 9)

– – – 300,000,000 13/02/2017 13/02/2017  
to 12/02/2027

0.469

Total 1,788,353,349 478,000,000 (1,700,000) – 2,264,653,349

SHARE OPTION SCHEME (CONTINUED)
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SHARE OPTION SCHEME (CONTINUED)
Notes:

1. Options are valid for 10 years from the date of grant.

2. Options granted on 28 May 2014 are exercisable with effect from the 3rd anniversary of the date of grant. The closing price of 

the shares immediately before the date on which such Options were granted was HK$0.099 per share.

3. The Options conditionally granted to Mr. Zhou Jian, Mr. Fan Lei and Mr. Seah Ang on 28 May 2014 (i.e. the date of grant) 

were approved by the Shareholders at the special general meeting of the Company held on 23 July 2014.

4. Each of one third of the Options granted to the grantees on 6 May 2015 are exercisable from the date of grant, the 1st 

anniversary of the date of grant and the 2nd anniversary of the date of grant respectively. The closing price of the shares 

immediately before the date on which such Options were granted was HK$1.390 per share.

5. Each of one third of the Options granted to the grantees on 29 January 2016 are exercisable from the date of grant, the 1st 

anniversary of the date of grant and the 2nd anniversary of the date of grant respectively. The closing price of the shares 

immediately before the date on which such Options were granted was HK$0.400 per share.

6. The Options conditionally granted to Mr. Amit Chopra on 29 January 2016 (i.e. the date of grant) were approved by the 

Shareholders at the annual general meeting of the Company held on 7 June 2016.

7. 50,000,000 Options granted on 22 June 2016 are exercisable from each of the 1st anniversary of the date of grant and the 

2nd anniversary of the date of grant respectively. The closing price of the shares immediately before the date on which such 

Options were granted was HK$0.495 per share.

8. Each of one third of the Options granted to the grantees on 29 July 2016 are exercisable from the date of grant, the 1st 

anniversary of the date of grant and the 2nd anniversary of the date of grant respectively. The closing price of the shares 

immediately before the date on which such Options were granted was HK$0.550 per share.

9. The Options conditionally granted to Mr. Wei Ming on 13 February 2017 (i.e. the date of grant) were approved by the 

Shareholders at the annual general meeting of the Company held on 1 June 2017 and are exercisable from the date of grant. 

The closing price of the shares immediately before the date on which such Options were granted was HK$0.465 per share.

10. 130,000,000 Options granted to the grantees on 24 April 2019, 109,999,999 Options, 3,333,333 Options and 3,333,334 

Options of which are/shall be exercisable from the date of grant, the 1st anniversary of the date of grant and the 2nd 

anniversary of the date of grant respectively; 6,666,667 Options and 6,666,667 Options of which are exercisable from 29 

February 2020 and 28 February 2021 respectively. The closing price of the shares immediately before the date on which such 

Options were granted was HK$0.128 per share.

11. 478,000,000 Options granted to the grantees on 21 May 2020, 292,200,000 Options, 92,200,000 Options and 93,600,000 

Options of which are/shall be exercisable from the date of grant, the 1st anniversary of the date of grant and the 2nd 

anniversary of the date of grant respectively. The closing price of the shares immediately before the date on which such 

Options were granted was HK$0.047 per share.
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR 
CONTRACTS OF SIGNIFICANCE
No transaction, arrangement or contract of significance to which the Company or any of its subsidiaries was a 
party and in which a Director or a connected entity of a Director had a material interest, either directly or 
indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
As at 31 December 2020, the interests and short positions of the Directors and chief executive of the Company 
in the Shares and underlying Shares (within the meaning of Part XV of the Securities and Futures Ordinance 
(“SFO”)) (a) as recorded in the register required to be kept under Section 352 of the SFO; or (b) as otherwise 
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by 
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules were as follows:

Interests and short positions in the Shares and underlying Shares

Name of 
Director Capacity

Number of 
Shares held

Number of 
underlying 

Shares held

Total Interests 
(Long/short 

positions)

Approximate 
percentage of 

the issued 
share capital

Seah Ang Interest of controlled corporation and 
beneficial owner  
(Notes 1 and 2)

2,008,531,324 100,000,000 2,108,531,324 
(Long position)

6.19%

Interest of controlled corporation  
(Note 1)

502,134,789 – 502,134,789 
(Short position)

1.47%

Wang Wei-Chung Beneficial Owner  
(Note 3)

– 5,000,000 5,000,000
(Long position)

0.01%

Notes:

1. Global Domain Investments Limited was deemed to be interested in 2,008,531,324 Shares by holding 502,134,789 Shares 

and taking a deemed interest in 1,506,396,535 Shares under section 317 of the SFO. Mr. Seah Ang was deemed to be 

interested in the above Shares (long and short positions) by virtue of his 100% shareholding interest in Global Domain 

Investments Limited.

2. Mr. Seah Ang holds 100,000,000 Options granted under the Option Scheme, particulars of which are set out in the above 

section headed “Share Option Scheme”.

3. Mr. Wang Wei-Chung holds 5,000,000 Options granted under the Option Scheme, particulars of which are set out in the 

above section headed “Share Option Scheme”.

Save as disclosed above, as at 31 December 2020, none of the Directors and chief executive of the Company 
had any interests or short positions in the 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 under Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange 
pursuant to the Model Code as set out in Appendix 10 to the Listing Rules.

At no time during the year was the Company or any of its subsidiaries a party to any arrangement to enable the 
Directors to acquire benefits by means of the acquisition of Shares in, or debentures of, the Company or any 
other body corporate.
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RELATED PARTY TRANSACTIONS
Significant related party transactions entered into by the Group during the year ended 31 December 2020, 
which may also constitute connected transactions under the Listing Rules, are disclosed in note 37 to the 
consolidated financial statements.

During the year, the above-mentioned connected transactions, if applicable, have been complied with the 
disclosure requirement in accordance with Chapter 14A of the Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS
As at 31 December 2020, so far as is known to any Director or chief executive of the Company, the following 
persons who had interests or short positions in the Shares and underlying Shares as recorded in the register 
required to be kept under Section 336 of the SFO were as follows:

Interests and short positions in the Shares and underlying Shares

Name Capacity
Number of 

Shares held

Number of 
underlying 

Shares held

Total Interests 
(Long/short 

positions)

Approximate 
percentage of 

the issued 
share capital

Global Domain 
Investments Limited

Beneficial owner and deemed interest under 
section 317 of the SFO  
(Note 1)

2,008,531,324 – 2,008,531,324 
(Long position)

5.89%

Beneficial owner  
(Note 1)

502,134,789 – 502,134,789 
(Short position)

1.47%

Seah Ang Interest of controlled corporation and 
beneficial owner  
(Notes 1 and 2)

2,008,531,324 100,000,000 2,108,531,324 
(Long position)

6.19%

Interest of controlled corporation  
(Note 1)

502,134,789 – 502,134,789 
(Short position)

1.47%

Redmount Ventures 
Limited

Beneficial owner and deemed interest under 
section 317 of the SFO  
(Note 3)

2,008,531,324 – 2,008,531,324 
(Long position)

5.89%

Wise Sun Holdings 
Limited

Person having a security interest in shares, 
beneficial owner and interest of controlled 
corporation  
(Note 4)

2,316,654,789 – 2,316,654,789 
(Long position)

6.80%

Bright Ace Holdings 
Limited

Interest of controlled corporation  
(Note 4)

2,316,654,789 – 2,316,654,789 
(Long position)

6.80%

Zhou Jian Interest of controlled corporation and 
beneficial owner  
(Notes 4, 5 and 6)

2,381,878,527 150,000,000 2,531,878,527 
(Long position)

7.43%
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Name Capacity
Number of 

Shares held

Number of 
underlying 

Shares held

Total Interests 
(Long/short 

positions)

Approximate 
percentage of 

the issued 
share capital

C Digital Libraries Inc. Interest of controlled corporation  
(Note 12)

6,814,760,000 – 6,814,760,000 
(Long position)

20.00%

Ng Clive Cheang Neng Interest of controlled corporation  
(Note 12)

6,814,760,000 – 6,814,760,000 
(Long position)

20.00%

Poly Culture Group 
Corporation Limited

Beneficiary of a trust (other than a 
discretionary interest)

5,323,600,000 – 5,323,600,000 
(Long position)

15.62%

Jade Link Holdings 
Limited

Beneficial owner  
(Note 7)

5,037,200,000 – 5,037,200,000 
(Long position)

14.78%

Tang Elaine Yilin Interest of controlled corporation  
(Note 7)

5,037,200,000 – 5,037,200,000 
(Long position)

14.78%

CITIC Limited Interest of controlled corporation  
(Note 8)

2,181,178,182 – 2,181,178,182 
(Long position)

6.40%

CITIC Group  
Corporation

Interest of controlled corporation  
(Note 8)

2,181,178,182 – 2,181,178,182 
(Long position)

6.40%

Kingkey Enterprise 
Holdings Limited

Beneficial owner  
(Note 9)

2,038,640,000 – 2,038,640,000 
(Long position)

5.98%

Chen Jiarong Interest of controlled corporation and 
beneficial owner  
(Note 9)

2,044,110,000 – 2,044,110,000 
(Long position)

6.00%

Chen Jiajun Interest of controlled corporation  
(Note 9)

2,038,640,000 – 2,038,640,000 
(Long position)

5.98%

Kabo Limited Beneficial owner and deemed interest under 
section 317 of the SFO  
(Note 10)

2,008,531,324 – 2,008,531,324 
(Long position)

5.89%

Beneficial owner  
(Note 10)

602,561,746 – 602,561,746
 (Short position)

1.77%

Peter Chou Interest of controlled corporation  
(Notes 10 and 11)

2,176,041,324 – 2,176,041,324 
(Long position)

6.39%

Interest of controlled corporation  
(Note 10)

602,561,746 – 602,561,746 
(Short position)

1.77%

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS 
(CONTINUED)
Interests and short positions in the Shares and underlying Shares (continued)
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS 
(CONTINUED)
Interests and short positions in the Shares and underlying Shares (continued)

Notes:

1. Global Domain Investments Limited was deemed to be interested in 2,008,531,324 Shares by holding 502,134,789 Shares 

and taking a deemed interest in 1,506,396,535 Shares under section 317 of the SFO. Mr. Seah Ang was deemed to be 

interested in the above Shares (long and short positions) by virtue of his 100% shareholding interest in Global Domain 

Investments Limited.

2. Mr. Seah Ang holds 100,000,000 Options granted under the Option Scheme, particulars of which are set out in the above 

section headed “Share Option Scheme”.

3. Redmount Ventures Limited was deemed to be interested in 2,008,531,324 Shares by holding 502,134,789 Shares and 

having a security interest in 1,506,396,535 Shares under section 317 of the SFO. Redmount Ventures Limited is wholly-owned 

by Wise Sun Holdings Limited which in turn is wholly-owned by Bright Ace Holdings Limited. Mr. Zhou Jian was deemed to be 

interested in the above Share by virtue of his 100% shareholding interest in Bright Ace Holdings Limited.

4. Wise Sun Holdings Limited beneficially holds 534,083,465 Shares and was deemed to be interested in 502,134,789 Shares 

held by Redmount Ventures Limited, and by having a security interest in 1,280,436,535 Shares under section 317 of the SFO. 

Redmount Ventures Limited is wholly-owned by Wise Sun Holdings Limited which in turn is wholly-owned by Bright Ace 

Holdings Limited. Mr. Zhou Jian was deemed to be interested in the above Shares by virtue of his 100% shareholding interest 

in Bright Ace Holdings Limited.

5. Mr. Zhou Jian was deemed to be interested in 65,223,738 Shares held by Ultra Gain Development Limited, which is 100% 

controlled by Mr. Zhou Jian.

6. Mr. Zhou Jian holds 150,000,000 Options granted under the Option Scheme, particulars of which are set out in the above 

section headed “Share Option Scheme”.

7. Jade Link Holdings Limited is wholly-owned by Tang Elaine Yilin. Tang Elaine Yilin was deemed to be interested in 

5,037,200,000 Shares held by Jade Link Holdings Limited.

8. CITIC Group Corporation was deemed to be interested in 2,181,178,182 Shares held by Master Time Global Limited. Such 

Shares were owned by Master Time Global Limited which in turn is wholly owned by Dynasty One Investments Limited while 

Dynasty One Investments Limited is wholly owned by CITIC Limited. CITIC Limited is 32.53% and 25.60% controlled by CITIC 

Polaris Limited and CITIC Glory Limited respectively which are 100% controlled by CITIC Group Corporation.

9. Kingkey Enterprise Holdings Limited is 50% controlled by each of Mr. Chen Jiarong and Mr. Chen Jiajun. Mr. Chen Jiarong 

and Mr. Chen Jiajun were deemed to be interested in 2,038,640,000 Shares held by Kingkey Enterprise Holdings Limited. 

Mr. Chen Jiarong beneficially holds 5,470,000 Shares.

10. Kabo Limited was deemed to be interested in 2,008,531,324 Shares by holding 602,561,746 Shares and taking a deemed 

interest in 1,405,969,578 Shares under section 317 of the SFO. Mr. Peter Chou was deemed to be interested in the above 

Shares (long and short positions) by virtue of his 100% shareholding interest in Kabo Limited.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS 
(CONTINUED)
Interests and short positions in the Shares and underlying Shares (continued)

Notes: (continued)

11. Mr. Peter Chou was deemed to be interested in 167,510,000 Shares held by Honarn Inc., which is 100% controlled by 

Mr. Peter Chou.

12. Pursuant to the subscription agreement dated 11 December 2020 entered into between HLEE Finance S.à r.l. (“HLEE”) and 

the Company, the Company has conditionally agreed to allot and issue and HLEE has conditionally agreed to subscribe for 

6,814,760,000 Shares subject to the conditions set out in the subscription agreement. Mr. Ng Clive Cheang Neng was 

deemed to be interested in the above Shares by virtue of his 100% shareholding interest in C Digital Libraries Inc. while HLEE 

is 100% controlled by C Digital Libraries Inc. The aforesaid subscription was completed on 18 January 2021.

Save as disclosed above, as at 31 December 2020, the Company had not been notified of any other interests 
or short positions in the Shares or underlying Shares as recorded in the register required to be kept under 
Section 336 of the SFO.

MAJOR CUSTOMERS AND SUPPLIERS
The percentages of purchases and sales for the year attributable to the Group’s major suppliers and customers 
are as follows:

Purchases
– the largest supplier 2%

– five largest suppliers combined 8%

Sales
– the largest customer 19%

– five largest customers combined 48%

None of the Directors, their close associates or any Shareholders (which to the knowledge of the Directors 
owns more than 5% of the Company’s number of issued share) had an interest in the major suppliers or 
customers noted above.
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DISCLOSURE PURSUANT TO PARAGRAPH 13.21 OF CHAPTER 13 OF THE 
LISTING RULES
There was a banking facility (the “Facility”) with the principal amount of HK$6,000,000 provided by a bank in 
Hong Kong to an indirectly-owned subsidiary of the Company (the “Subsidiary”), among the entertainment 
media segment which was discontinued by the end of December 2010, and imposed certain specific 
performance obligations on the Company, pursuant to which, the Company should not (i) hold less than 51% of 
the Subsidiary’s equity interests effectively and (ii) hold less than 100% of equity interests in an intermediate 
wholly-owned subsidiary of the Company which held the Subsidiary (“Intermediate Holding Company”). The 
bank had the right to demand for repayment of all outstanding amounts due by the Subsidiary under the 
Facility, unless otherwise approved by the bank, if there is any breach of the aforesaid conditions. As at 31 
December 2020, the outstanding loan principal of this Facility amounted to approximately HK$4,854,000 and 
the original last monthly instalment repayment should be in the year 2014.

On 20 December 2010, the Company announced that it would not provide further financial assistance to the 
entertainment media segment. As a result, the operation of the Subsidiary was discontinued by the end of 
December 2010. The aforesaid bank took legal action against the Subsidiary and the Intermediate Holding 
Company in respect of the Facility. A provisional liquidator and two joint and several liquidators were appointed 
for the Subsidiary on 11 July 2012 and 23 July 2013, respectively. However, there was no corporate guarantee 
for the Facility issued by the Company and other subsidiaries of the Company in favour of the Subsidiary and 
the Intermediate Holding Company.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED 
SECURITIES
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed 
securities during the year.

PUBLIC FLOAT
As at the date of this report, based on information that is publicly available to the Company and within the 
knowledge of the Directors, the Company has maintained the prescribed public float under the Listing Rules.

CORPORATE GOVERNANCE
A report on the principal corporate governance practice adopted by the Company is set out on pages 42 to 52 
of this annual report.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Bye-laws or the laws of Bermuda.
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ENVIRONMENTAL POLICIES AND PERFORMANCE
As a responsible corporation, the Group plays an important role in protecting our environment and is committed 
to minimize our impact on the environment and natural resources.

The Company adopted effective environmental protection by introducing e-communication with our 
Shareholders and non-registered holders. The Company encourages investors to read the Company’s 
corporate communication published on the websites of the Company and the Stock Exchange so as to reduce 
paper consumption.

The Group installed video conference and telephone conference facilities for convening board meetings, 
committee meetings and management meetings. It encourages attendees to attend the meetings without 
frequent travelling so as to reduce the energy consumption.

The Group encourages and educates staff to save energy and reduce of paper use. It also encourages 
environmental practices such as utilizing emails for internal and external communication, adopting e-filing in 
server, double-sided printing and copying, promoting using recycled paper and reducing energy consumption 
by switching off lightings and electrical appliances when not in use.

For further details, please refer to Environmental, Social and Governance Report which will be published as a 
separate report.

COMPLIANCE WITH LAWS AND REGULATIONS
The Group recognises the importance of compliance with regulatory requirements. The Group is committed to 
safeguarding Shareholders’ rights and enhancing corporate governance standard by establishing the audit 
committee, nomination committee and remuneration committee of the Company.

The Group has registered or is registering its intellectual property, including but not limited to trademarks, 
patents and copyright in the Greater China region, USA, Canada, Europe, India and other relevant jurisdictions 
and takes all appropriate actions to protect and enforce its intellectual property rights.

As far as the Board is aware, the Company has complied in material respects with the relevant laws and 
regulations that have a significant impact on the business and operation of the Company.

For further details, please refer to Environmental, Social and Governance Report which will be published as a 
separate report.
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BUSINESS REVIEW
The business review of the Group for the year ended 31 December 2020 is set out in the sections headed 
“Chairman’s Statement” on pages 4 to 5 and “Chief Executive Officer’s Review” on pages 6 to 41 of this annual 
report. An analysis of each of the Group’s capital risk management and financial risk management is provided 
in notes 40 and 41 to the consolidated financial statements.

The Company believes that employees are the valuable assets. The Group provides competitive remuneration 
package, benefit and opportunities for promotion to attract and motivate the employees.

The Group also understands that it is important to maintain good relationship with business partners, suppliers 
and customers. The management has kept good communication and exchanged ideas with them so as to 
achieve its long-term goals.

CONTRACTUAL ARRANGEMENTS
On 1 September 2019, through the contractual arrangements between a controlling subsidiary, 深圳市虛擬現實
技術有限公司 (“Shenzhen VR Technology”) and 深圳市維爾信息科技有限公司 (“Shenzhen Weier”) and its 
shareholder, Mr. Peng Zhikang (“Mr. Peng”), the Group realized its control over Shenzhen Weier. Under the 
contractual arrangements, the Group is able to consolidate the financial results of Shenzhen Weier into the 
financial results of the Group from the commencement date of the contractual arrangements. Further details of 
the contractual arrangements are set out in the sub-section headed “Contractual Arrangements” under “Chief 
Executive Officer’s Review” on pages 17 to 21 of the Company’s annual report 2019.

Since the Group disposed its 22.29% of the total issued share capital of Lead Turbo Limited on completion (i.e. 
31 July 2020), 3Glasses Group including Shenzhen Weier became a group of associates (changed from a 
group of non-wholly owned subsidiaries) of the Company. Accordingly, the assets, liabilities and financial results 
of 3Glasses Group would be deconsolidated from the consolidated financial statements of the Group.

For further details, please refer to the Company’s announcement dated 17 July 2020 and the sub-section 
headed “Interests in Associates” under “Chief Executive Officer’s Review” on pages 24 to 33 of this annual 
report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES
During the period from 1 January 2020 to 3 June 2020, the following Director is considered to have interests in 
businesses apart from the Group’s businesses which compete or are likely to compete, either directly or 
indirectly, with the businesses of the Group pursuant to the Listing Rules on the Stock Exchange.

Mr. Peter Chou (“Mr. Chou”), resigned as chairman of the Board and executive Director on 4 June 2020, held 
shareholding or interests and/or directorship in private companies involved in virtual reality and media 
entertainment (“Such Companies”).

However, the Board was independent from the boards of directors of Such Companies and none of the 
Directors could personally control the Board. Such Companies were managed by its independent management 
and administration. Further, Mr. Chou was fully aware of, and had been discharging, his fiduciary duty to the 
Company and had acted in the best interest of the Company and its Shareholders as a whole during the period 
from 1 January 2020 to 3 June 2020. Therefore, the Group was capable of carrying on its businesses 
independently of, and at arm’s length from, the businesses of Such Companies.
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INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received from each of its independent non-executive Directors in writing an annual 
confirmation of his/her independence for the year pursuant to Rule 3.13 of the Listing Rules and the Company 
considers all the independent non-executive Directors to be independent (including Mr. Duan Xiongfei who has 
served as an independent non-executive Director for more than 9 years and is eligible for re-election at the 
forthcoming annual general meeting of the Company).

PERMITTED INDEMNITY PROVISION
Pursuant to the Company’s Bye-laws, every Director shall be entitled to be indemnified out of the assets and 
profits of the Company from and against all losses or liabilities which he/she may sustain or incur in or about 
the execution of the duties of his/her office or otherwise in relation thereto. The Group has arranged 
appropriate directors’ and officers’ liability insurance coverage for the Directors and officers of the Group 
throughout the year.

EMOLUMENT POLICY
The employees of the Group are remunerated on a performance-related basis.

The emoluments of the executive Directors are decided by the remuneration committee of the Company, having 
regard to the Company’s operating results, individual performance and comparable market standards.

The Company has adopted a share option scheme as incentive and rewards to encourage participants 
(including directors and employees). Details of the Option Scheme are set out under “Share Option Scheme” of 
this report and in note 26 to the consolidated financial statements.

EQUITY-LINKED AGREEMENTS
On 11 December 2020, the Company entered into the subscription agreement with HLEE Finance S.à r.l. 
(“Subscriber”, whose ultimate beneficial owner is Mr. Clive NG Cheang Neng) in relation to the subscription. 
Pursuant to the subscription agreement, the Company had conditionally agreed to allot and issue 
6,814,760,000 shares to the Subscriber at the subscription price of HK$0.05 per subscription share 
(“Subscription”). The Subscription was completed on 18 January 2021 and the subscription shares were 
allotted and issued pursuant to the general mandate of the Company.

The gross proceeds and net proceeds from the Subscription are approximately HK$340,738,000 and 
HK$340,538,000 respectively, and are intended to be applied towards formation of the joint venture company, 
media entertainment segment and general working capital of the Group.

On 21 May 2020, a total of 478,000,000 Options were granted under the Option Scheme to the grantees. The 
Options entitle the grantees to subscribe for up to a total of 478,000,000 new shares at an exercise price of 
HK$0.046 per share. During the year under review, 1,700,000 Options were exercised and no Options were 
cancelled or have lapsed.

Further details of the issue of shares and grant of Options are set out in the sub-sections headed “Shares” and 
“Share Options” under “Chief Executive Officer’s Review” on page 37.

Save as disclosed above and under the sub-sections headed “Shares” and “Share Options” under “Chief 
Executive Officer’s Review”, the section headed “Share Option Scheme” above and note 26 to the consolidated 
financial statements, no equity-linked agreement was entered into by the Company during the financial year or 
subsisted at the end of the financial year.
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MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the whole or any substantial part of the 
business of the Company were entered into or existed during the year.

CHANGE IN DIRECTOR’S INFORMATION
Pursuant to Rules 13.51B(1) of the Listing Rules, changes in the Director’s information since the disclosure 
made in the interim report of the Company for the six months ended 30 June 2020 are set out as follows:

(1) Mr. Wong Ka Kong Adam, the independent non-executive Director, currently holds a senior executive 
position in a licensed asset management and investment advisory company and has resigned as senior 
executive position in a conglomerate listed on the main board of the Stock Exchange in February 2020.

(2) Mr. Sergei Skatershchikov has been appointed as non-executive Director with effect from 22 January 
2021. As agreed by Mr. Skatershchikov and the Company, the director’s fee of Mr. Skatershchikov for the 
period from 22 January 2021 (i.e. the date of appointment) to 31 December 2021 has been waived.

(3) As agreed by Mr. Seah Ang, the executive Director and chief executive officer of the Company, and the 
Company, the monthly director’s fee of Mr. Seah has been reduced to HK$130,937.50 for the period from 
1 February 2021 to 31 December 2021.

(4) As agreed by Dr. Elizabeth Monk Daley, the independent non-executive Director, and the Company, the 
annual director’s fee of Dr. Daley has been reduced to US$46,154 for the period from 1 February 2021 to 
31 December 2021.

REVIEW BY AUDIT COMMITTEE
The audit committee of the Company has reviewed the audited consolidated financial statements for the year.

INDEPENDENT AUDITOR
The consolidated financial statements for the year have been audited by BDO Limited who will retire and, being 
eligible, offer themselves for re-appointment. A resolution will be proposed at the forthcoming annual general 
meeting of the Company to re-appoint BDO Limited as the independent auditor of the Company.

On behalf of the Board

Seah Ang
Executive Director and Chief Executive Officer

Hong Kong, 31 March 2021
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TO THE SHAREHOLDERS OF DIGITAL DOMAIN HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

OPINION
We have audited the consolidated financial statements of Digital Domain Holdings Limited (the “Company”) 
and its subsidiaries (thereafter referred to as the “Group”) set out on pages 77 to 197, which comprise the 
consolidated statement of financial position as at 31 December 2020, and the consolidated income statement, 
the consolidated statement of comprehensive income, the consolidated statement of changes in equity and 
the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial 
statements, including a summary of significant accounting policies.

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

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

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 for 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.

Impairment assessment of intangible assets

As at 31 December 2020, the carrying amount of the Group’s intangible assets was HK$737,030,000 (including 
goodwill of HK$310,047,000) which is significant to the total assets of the Group.

The Group tests intangible assets (including goodwill) for impairment as at the end of the reporting period. 
For the purpose of assessing impairment, these assets were allocated to respective cash generating units 
(“CGUs”). Impairment loss is recognised by which the carrying amount of a CGU exceeds its recoverable 
amount. Recoverable amount of each CGU is the higher of its fair value less costs of disposal and value-in-use. 
In measuring the CGU’s recoverable amounts, management, to their best estimate, had prepared cash flow 
projections with assumptions. Significant management judgement on assumptions with respect to the discount 
rate, revenue growth rate, forecasting periods was used. Management has concluded that carrying amount on 
one of the CGU exceeded its recoverable amount. As a result, an impairment on goodwill of HK$305,119,000 
recognised in the profit or loss during the year.
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We focused on this area and identified it as the key audit matter because of the significance of the intangible 
assets (including goodwill) to the Group and the level of the subjectivity associated with the judgement and 
assumptions used in estimating the value-in-use and fair value less costs of disposal of the CGUs.

Refer to “Impairment of non-financial assets” in summary of significant accounting policies in note 4, critical 
accounting estimates and judgements in note 5 and disclosure of intangible assets (including goodwill) in note 
15 to the consolidated financial statements.

Our response:

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

• With the assistance of our internal valuation specialists, assessed the methodology used by the Group in 
performing impairment assessment;

• Challenged the reasonableness of key assumptions based on our knowledge of the business and 
industry; and

• Reconciled input data to supporting evidence, such as latest financial forecasts approved by the 
management and considering the reasonableness of these forecasts.

OTHER INFORMATION IN THE ANNUAL REPORT
The directors of the Company (the “Directors”) are responsible for the other information. The other information 
comprises the information included in the Company’s annual report, but does not include the consolidated 
financial statements and the auditor’s report thereon.

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

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

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

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

The Directors are also responsible for overseeing the Group’s financial reporting process. The Audit Committee 
assists the Directors in discharging their responsibility in this regard.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED 
FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. This report is made solely to you, as a body, in accordance with Section 90 of Bermuda 
Act 1981, and for no other purpose. We do not assume responsibility towards or accept liability to any other 
person for the contents of this report.

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

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

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

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

• evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 
and related disclosures made by the Directors.

• conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in the 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 the 
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.
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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, related safeguards.

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

BDO Limited
Certified Public Accountants

Pak Tak Lun
Practising Certificate number: P06170

Hong Kong, 31 March 2021
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2020 2019
Notes HK$’000 HK$’000

(Re-presented)

Continuing operations
Revenue 6 601,301 548,125
Cost of sales and services rendered 8 (536,571) (469,043)

Gross profit 64,730 79,082
Other income and gains 7 146,948 124,419
Selling and distribution expenses (28,235) (8,016)
Administrative expenses and other net operating expenses (403,049) (446,897)
Finance costs 9 (29,217) (78,491)
Fair value gains on investment properties – 700
Gain on disposal of subsidiaries – 111,999
Impairment loss on goodwill 15 (305,119) (74,419)
Reversal/(recognition) of impairment loss on trade receivables and contract assets 1,440 (5,142)
Impairment loss on other receivables (1,687) (7,151)
Impairment loss on amounts due from associates 16 (36,365) (77,768)
Share of losses of associates 16 (10,554) (21,988)

Loss before taxation (601,108) (403,672)
Taxation 11(a) 229 (1,350)

Loss from continuing operations (600,879) (405,022)

Discontinued operation
Loss from discontinued operation 8 (25,624) (14,557)

Loss for the year 8 (626,503) (419,579)

Loss attributable to:
Owners of the Company

Loss for the year from continuing operations (584,205) (391,077)
Loss for the year from discontinued operation (14,322) (9,736)

(598,527) (400,813)

Non-controlling interest
Loss for the year from continuing operations (16,674) (13,945)
Loss for the year from discontinued operation (11,302) (4,821)

29 (27,976) (18,766)

(626,503) (419,579)

Loss per share from continuing operations  
attributable to the owners of the Company

Basic and diluted 12 HK cents (1.611) HK cents (1.150)

Loss per share from discontinued operation  
attributable to the owners of the Company

Basic and diluted 12 HK cents (0.040) HK cents (0.029)
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2020 2019
Notes HK$’000 HK$’000

(Re-presented)

Loss for the year (626,503) (419,579)

Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Currency translation differences 733 (1,489)
Share of other comprehensive income of associates 16 (2,859) 93
Share of other comprehensive income of a joint venture 17 42 (12)

Net other comprehensive income that may be reclassified to profit or loss (2,084) (1,408)

Items that will not be reclassified to profit or loss:
Changes in fair value of equity instruments at fair value through  

other comprehensive income, net of tax – (165,976)

Net other comprehensive income that will not be reclassified to profit or loss – (165,976)

Other comprehensive income for the year, net of tax (2,084) (167,384)

Total comprehensive income for the year (628,587) (586,963)

Total comprehensive income attributable to:
– Owners of the Company

Loss from continuing operations (586,441) (556,589)
Loss from discontinued operation (14,321) (11,532)

(600,762) (568,121)

– Non-controlling interest
Loss from continuing operations (16,256) (13,131)
Loss from discontinued operation (11,569) (5,711)

29 (27,825) (18,842)

(628,587) (586,963)
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2020 2019
Notes HK$’000 HK$’000

Non-current assets   
Property, plant and equipment 13 75,477 72,002
Right-of-use assets 14 88,415 132,749
Intangible assets 15 737,030 1,346,042
Interests in associates 16 265,104 79,973
Interest in a joint venture 17 46 4
Financial asset measured at fair value through other comprehensive income 18 – –
Deposits and other receivables 19 44,375 12,857
Deferred tax assets 11(b) 445 176

1,210,892 1,643,803

Current assets
Inventories – 22,970
Trade receivables, other receivables and prepayments 19 154,657 169,674
Contract assets 20(a) 17,802 13,170
Bank balances and cash 21 113,899 325,433

286,358 531,247

Current liabilities
Trade payables, other payables and accruals 22 176,572 108,821
Lease liabilities 14 37,368 49,672
Contract liabilities 20(b) 44,902 66,873
Borrowings 23 154,285 54,870
Contingent consideration payable – 14,259
Tax payable 5,225 5,073

418,352 299,568

Net current (liabilities)/assets (131,994) 231,679

Total assets less current liabilities 1,078,898 1,875,482
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020

2020 2019
Notes HK$’000 HK$’000

Non-current liabilities
Borrowings 23 142,309 219,515
Lease liabilities 14 77,220 114,977
Deferred tax liabilities 11(b) 46,498 63,795

266,027 398,287

NET ASSETS 812,871 1,477,195

Capital and reserves
Share capital 24 340,754 340,737
Reserves 500,677 1,085,815

Equity attributable to owners of the Company 841,431 1,426,552
Non-controlling interest 29 (28,560) 50,643

TOTAL EQUITY 812,871 1,477,195

The consolidated financial statements were approved and authorised for issue by the Board of Directors on 31 
March 2021 and are signed on its behalf by:

Seah Ang Duan Xiongfei
DIRECTOR DIRECTOR
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Attributable to owners of the Company

Share 
capital

Share 
premium

FVOCI 
reserve

Buildings 
revaluation 

reserve
Contributed 

surplus

Share 
options 
reserve

Deferred 
shares 

reserve

Exchange 
fluctuation 

reserve
Other 

reserve
Accumulated 

losses Total

Non- 
controlling 

interest
Total 

equity
 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Notes (Note 24) (Note 25(i)) (Note 25(ii)) (Note 25(iii)) (Note 25(iv)) (Note 25(v)) (Note 25(vi)) (Note 25(vii)) (Note 25(viii))     

As at 1 January 2019 267,314 1,290,487 (30,237) 7,355 594,690 169,132 7,767 327 6,197 (1,097,664) 1,215,368 78,140 1,293,508
Recognition of equity-settled  

share-based payment expenses 26 – – – – – 5,113 – – – – 5,113 – 5,113
Issue of shares on placement, net of expenses 24(b) 73,236 686,126 – – – – – – – – 759,362 – 759,362
Issue of shares for acquisition of intangible  

assets completed in previous years 24(c) 127 7,580 – – – – (7,767) – – – (60) – (60)
Deemed disposal of subsidiaries without  

loss of control – – – – – – – 102 – 14,209 14,311 1,373 15,684
Issue of shares exercise of share options,  

net expenses 24(a) 60 519 – – – (206) – – – 206 579 – 579
Release upon disposal of subsidiaries – – – (7,355) – – – – – 7,355 – (10,028) (10,028)
Loss for the year – – – – – – – – – (400,813) (400,813) (18,766) (419,579)
Currency translation differences – – – – – – – (1,413) – – (1,413) (76) (1,489)
Share of other comprehensive income of 

associates 16 – – – – – – – 93 – – 93 – 93
Share of other comprehensive income of  

a joint venture 17 – – – – – – – (12) – – (12) – (12)
Change in fair value of equity instrument  

at fair value through other comprehensive  
income, net of tax – – (165,976) – – – – – – – (165,976) – (165,976)

Total comprehensive income for the year – – (165,976) – – – – (1,332) – (400,813) (568,121) (18,842) (586,963)

As at 31 December 2019 340,737 1,984,712 (196,213) – 594,690 174,039 – (903) 6,197 (1,476,707) 1,426,552 50,643 1,477,195
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Attributable to owners of the Company

Share 
capital

Share 
premium

FVOCI 
reserve

Contributed 
surplus

Share 
options 
reserve

Exchange 
fluctuation 

reserve
Other 

reserve
Accumulated 

losses Total

Non- 
controlling 

interest
Total 

equity
 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Notes (Note 24) (Note 25(i)) (Note 25(ii)) (Note 25(iv)) (Note 25(v)) (Note 25(vii)) (Note 25(viii))     

As at 1 January 2020 340,737 1,984,712 (196,213) 594,690 174,039 (903) 6,197 (1,476,707) 1,426,552 50,643 1,477,195
Recognition of equity-settled  

share-based payment expenses 26 – – – – 7,943 – – – 7,943 – 7,943
Issue of shares on exercise of  

share options, net of expenses 24(a) 17 61 – – (33) – – 33 78 – 78
Disposal of subsidiaries 31 – – – – – 7,620 (2,329) 2,329 7,620 (51,378) (43,758)
Loss for the year – – – – – – – (598,527) (598,527) (27,976) (626,503)
Currency translation differences – – – – – 582 – – 582 151 733
Share of other comprehensive  

income of associates 16 – – – – – (2,859) – – (2,859) – (2,859)
Share of other comprehensive  

income of a joint venture 17 – – – – – 42 – – 42 – 42

Total comprehensive income for the year – – – – – (2,235) – (598,527) (600,762) (27,825) (628,587)

As at 31 December 2020 340,754 1,984,773 (196,213) 594,690 181,949 4,482 3,868 (2,072,872) 841,431 (28,560) 812,871
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2020 2019
HK$’000 HK$’000

(Re-presented)

Cash flows from operating activities   
Loss before taxation from continuing operations (601,108) (403,672)
Loss before taxation from discontinued operation (29,841) (18,621)

(630,949) (422,293)

Adjustments for:
Depreciation of property, plant and equipment 29,933 30,389
Depreciation of right-of-use assets 42,683 50,584
Gain on disposal of intangible assets – (2,735)
Amortisation of intangible assets 89,134 104,320
(Gain)/loss on disposal of property, plant and equipment (274) 2,073
Gain on disposal of subsidiaries (9,100) (111,999)
Covid-19-related rent concessions (813) –
Effect of lease modification (431) –
Equity-settled share-based payment expenses 7,943 5,113
Net exchange gains (7,172) (5,760)
Fair value gains on investment properties – (700)
Share of losses of associates 10,554 21,988
Impairment loss on goodwill 305,119 74,419
(Reversal)/recognition of impairment loss on trade receivables and contract assets (900) 5,244
Impairment loss on other receivables 1,687 7,377
Impairment loss on amounts due from associates 36,365 77,768
Change in fair value of contingent consideration payable – (41,396)
Interest income (5,654) (8,468)
Finance costs 29,276 79,046

Operating loss before working capital changes (102,599) (135,030)
Decrease/(increase) in inventories 204 (6,717)
Decrease/(increase) in trade receivables, other receivables and prepayments 42,159 (19,105)
Increase in contract assets (4,702) (5,439)
Increase/(decrease) in trade payables, other payables and accruals 59,688 (31,340)
(Decrease)/increase in contract liabilities (21,662) 35,022

Cash used in operations (26,912) (162,609)
Income tax (paid)/refunded (382) 221
Interest paid (26,175) (73,206)

Net cash used in operating activities (53,469) (235,594)
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
Notes HK$’000 HK$’000

(Re-presented)

Cash flows from investing activities   
Interest received 1,748 8,419
Purchases of property, plant and equipment (36,712) (26,363)
Lease payments made at or before the commencement date (1) –
Proceeds from disposal of property, plant and equipment 561 –
Additions to intangible assets (126,701) (61,395)
Proceeds from disposal of intangible assets – 3,729
Advance to associates (13,026) (57,926)
Settlement of contingent consideration payable (5,410) (45,613)
Increase in bank deposits with more than three months to  

maturity when placed or pledged (69,700) (15,582)
Net cash outflow from business combination 30 – (19,050)
Net cash inflow from disposal of subsidiaries 31,32 23,512 233,412
Proceeds from deemed disposal of subsidiaries without loss of control – 15,582

Net cash (used in)/generated from investing activities (225,729) 35,213

Cash flows from financing activities
Proceeds from issue of ordinary shares, net of issuing expenses – 759,302
Proceeds from exercise of share options 78 579
New bank borrowings 68,494 51,641
Repayment of bank borrowings (37,610) (151,796)
Repayment of principal portion of lease liabilities (46,328) (45,355)
New inception of other loans 39,347 167,800
Repayment of other loans (25,864) (346,265)

Net cash (used in)/generated from financing activities (1,883) 435,906

Net (decrease)/increase in cash and cash equivalents (281,081) 235,525

Effect of foreign exchange rate changes (153) (1,704)

Cash and cash equivalents at beginning of the year 309,851 76,030

Cash and cash equivalents at end of the year 28,617 309,851

Represented by:
Bank balances and cash 113,899 325,433
Bank deposits with more than three months to maturity when placed or pledged (85,282) (15,582)

28,617 309,851
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1. ORGANISATION AND OPERATIONS
Digital Domain Holdings Limited (the “Company”) was incorporated in Bermuda as an exempted company 
with limited liability and its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock 
Exchange”) and has its principal place of business at Suite 1201, 12F., Li Po Chun Chambers, 189 Des 
Voeux Road Central, Hong Kong.

The Company is an investment holding company. The principal activities of the Company’s principal 
subsidiaries are set out in note 28.

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”)
(a) Adoption of new or amended HKFRSs – effective on 1 January 2020

The HKICPA has issued a number of new or amended HKFRSs that are first effective for the current 
accounting period of the Company and its subsidiaries (collectively the “Group”)

Amendments to HKFRS 3 Definition of a Business
Amendments to HKAS 1 and HKAS 8 Definition of Material
Amendments to HKFRS 9,  

HKAS 39 and HKFRS 7
Hedge Accounting – Interest Rate Bench Mark Reform

Amendments to HKFRS 16 Covid-19-Related Rent Concessions (early adoption)

None of these new or amended HKFRSs has a material impact on the Group’s results and financial 
position for the current or prior period. Except for the amendments to HKFRS 16, Covid-19-Related 
Rent Concessions, the Group has not early applied any new or amended HKFRSs that is not yet 
effective for the current accounting period. Impact on the applications of these amended HKFRSs are 
summarised below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”) (CONTINUED)
(a) Adoption of new or amended HKFRSs – effective on 1 January 2020 (continued)

Amendments to HKFRS 16 – Covid-19-Related Rent Concessions

HKFRS 16 was amended to provide a practical expedient to lessees in accounting for rent 
concessions arising as a result of the Covid-19 pandemic, by including an additional practical 
expedient in HKFRS 16 that permits entities to elect not to account for rent concessions as lease 
modifications. The practical expedient applies only to rent concessions occurring as a direct 
consequence of Covid-19 pandemic and only if all of the following criteria are satisfied:

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

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

(iii) there is no substantive change to other terms and conditions of the lease.

Rent concessions that satisfy these criteria may be accounted for in accordance with this practical 
expedient, which means the lessee does not need to assess whether the rent concession meets the 
definition of lease modification. Lessees shall apply other requirements of HKFRS 16 in accounting for 
the rent concession.

Accounting for rent concessions as lease modifications would have resulted in the Group remeasuring 
the lease liability to reflect the revised consideration using a revised discount rate, with the effect 
of the change in the lease liability recorded against the right-of-use asset. By applying the practical 
expedient, the Group is not required to determine a revised discount rate and the effect of the change 
in the lease liability is reflected in profit or loss in the period in which the event or condition that 
triggers the rent concession occurs.

The Group has elected to utilise the practical expedient for all rent concessions that meet the criteria. 
In accordance with the transitional provisions, the Group has applied the amendments retrospectively, 
and has not restated prior period figure. As the rent concessions have arisen during the current 
financial period, there is no retrospective adjustment to opening balance of retained earnings at 
1 January 2020 on initial application of the amendments. Accordingly, a reduction in the lease 
payments arising from the rent concessions of HK$813,000 has been accounted for as a negative 
variable lease payment by derecognising part of the lease liabilities and crediting to profit or loss for 
the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”) (CONTINUED)
(b) New or amended HKFRSs that have been issued but are not yet effective and not early adopted

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

Amendments to HKFRS 3 Reference to the Conceptual Framework3

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

Interest Rate Benchmark Reform – Phase 21

Amendments to HKFRS 10 and  
HKAS 28

Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture5

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current4

Amendments to HKAS 16 Property , P lant and Equipment: Proceeds before  
Intended Use2

Amendments to HKAS 37 Onerous Contracts - Cost of Fulfilling a Contract2

Annual Improvements to  
HKFRSs 2018-2020 Cycle

Amendments to HKFRS 1, HKFRS 9, Illustrative Examples 
accompanying HKFRS 16, and HKAS 412

1 Effective for annual periods beginning on or after 1 January 2021
2 Effective for annual periods beginning on or after 1 January 2022
3 Effective for business combinations for which the date of acquisition is on or after the beginning of the first annual 

period beginning on or after 1 January 2022
4 Effective for annual periods beginning on or after 1 January 2023
5 The amendments shall be applied prospectively to the sale or contribution of assets occurring in annual periods 

beginning on or after a date to be determined

Amendments to HKFRS 3 – Reference to the Conceptual Framework

The amendments update HKFRS 3 so that it refers to the revised Conceptual Framework for 
Financial Reporting 2018 instead of the version issued in 2010. The amendments add to HKFRS 3 
a requirement that, for obligations within the scope of HKAS 37, an acquirer applies HKAS 37 to 
determine whether at the acquisition date a present obligation exists as a result of past events. For 
a levy that would be within the scope of HK(IFRIC)-Int 21 Levies, the acquirer applies HK(IFRIC)-Int 
21 to determine whether the obligating event that gives rise to a liability to pay the levy has occurred 
by the acquisition date. The amendments also add an explicit statement that an acquirer does not 
recognise contingent assets acquired in a business combination.

The directors of the Company (the “Directors”) do not anticipate that the application of these 
amendments in the future will have an impact on the financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”) (CONTINUED)
(b) New or amended HKFRSs that have been issued but are not yet effective and not early adopted 

(continued)

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

The amendments address issues that might affect financial reporting when a company replaces 
the old interest rate benchmark with an alternative benchmark rate as a result of the interest rate 
benchmark reform (the “Reform”). The amendments complement those issued in November 2019 
and relate to (a) changes to contractual cash flows in which an entity will not have to derecognise 
or adjust the carrying amount of financial instruments for changes required by the Reform, but will 
instead update the effective interest rate to reflect the change to the alternative benchmark rate; (b) 
hedge accounting in which an entity will not have to discontinue its hedge accounting solely because 
it makes changes required by the Reform, if the hedge meets other hedge accounting criteria; and (c) 
disclosures in which an entity will be required to disclose information about new risks arising from the 
Reform and how it manages the transition to alternative benchmark rates.

The Directors do not anticipate that the application of these amendments in the future will have an 
impact on the financial statements.

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

The amendments clarify with situations where there is a sale or contribution of assets between an 
investor and its associate or joint venture. When the transaction with an associate or joint venture 
that is accounted for using the equity method, any gains or losses resulting from the loss of control 
of a subsidiary that does not contain a business are recognised in the profit or loss only to the extent 
of the unrelated investors’ interests in that associate or joint venture. Similarly, any gains or losses 
resulting from the remeasurement of retained interest in any former subsidiary (that has become an 
associate or a joint venture) to fair value are recognised in the profit or loss only to the extent of the 
unrelated investors’ interests in the new associate or joint venture.

The Directors do not anticipate that the application of these amendments may have an impact on the 
financial statements in future periods should such transaction arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”) (CONTINUED)
(b) New or amended HKFRSs that have been issued but are not yet effective and not early adopted 

(continued)

Amendments to HKAS 1 – Classification of Liabilities as Current or Non-current

The amendments clarify that the classification of liabilities as current or non-current is based on rights 
that are in existence at the end of the reporting period, specify that classification is unaffected by 
expectations about whether an entity will exercise its right to defer settlement of a liability and explain 
that rights are in existence if covenants are complied with at the end of the reporting period. The 
amendments also introduce a definition of ‘settlement’ to make clear that settlement refers to the 
transfer to the counterparty of cash, equity instruments, other assets or services.

The Directors do not anticipate that the application of these amendments in the future will have an 
impact on the financial statements.

Amendments to HKAS 16 – Property, Plant and Equipment: Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of property, plant and equipment 
any proceeds from selling items produced while bringing that asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management. Instead, the 
proceeds from selling such items, and the cost of producing those items, is recognised in profit or 
loss.

The Directors are currently assessing the impact that the application of the amendments will have on 
the Group’s consolidated financial statements.

Amendments to HKAS 37 – Onerous Contracts – Cost of Fulfilling a Contract

The amendments specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate directly 
to the contract’. Costs that relate directly to a contract can either be incremental costs of fulfilling that 
contract (e.g. direct labour and materials) or an allocation of other costs that relate directly to fulfilling 
contracts (e.g. the allocation of the depreciation charge for an item of property, plant and equipment 
used in fulfilling the contract).

The Directors are currently assessing the impact that the application of the amendments will have on 
the financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 
(“HKFRSs”) (CONTINUED)
(b) New or amended HKFRSs that have been issued but are not yet effective and not early adopted 

(continued)

Annual Improvements to HKFRSs 2018-2020 Cycle – Amendments to HKFRS 1, HKFRS 9, Illustrative 
Examples accompanying HKFRS 16, and HKAS 41

The annual improvements amend a number of standards, including:

• HKFRS 1, First-time Adoption of Hong Kong Financial Reporting Standards, which permit 
a subsidiary that applies paragraph D16(a) of HKFRS 1 to measure cumulative translation 
differences using the amounts reported by its parent, based on the parent’s date of transition to 
HKFRSs.

• HKFRS 9, Financial Instruments, which clarify the fees included in the ‘10 per cent’ test in 
paragraph B3.3.6 of HKFRS 9 in assessing whether to derecognise a financial liability, explaining 
that only fees paid or received between the entity and the lender, including fees paid or received 
by either the entity or the lender on other’s behalf are included.

• HKFRS 16, Leases, which amend Illustrative Example 13 to remove the illustration of 
reimbursement of leasehold improvements by the lessor in order to resolve any potential 
confusion regarding the treatment of lease incentives that might arise because of how lease 
incentives are illustrated in that example.

• HKAS 41, Agriculture, which remove the requirement to exclude taxation cash flows when 
measuring the fair value of a biological asset using a present value technique.

The Directors do not anticipate that the application of these amendments in the future will have an 
impact on the financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

3. BASIS OF PREPARATION
Statement of compliance

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

Basis of measurement and basis for the preparation of the consolidated financial statements on a 
going concern basis

These consolidated financial statements have been prepared under the historical cost basis except for 
certain financial instruments which are measured at fair values, as explained in the accounting policies set 
out below.

The outbreak of the Covid-19 pandemic and the lockdown measures imposed by governments in various 
countries to contain the spreading of Covid-19 pandemic had resulted in cinemas and movie theatres been 
closed, and film releases been moved to future dates or delayed indefinitely with film productions, and 
therefore visual effect production and post production, also halted. These have negatively impacted the 
results of the Group during the reporting period and the liquidity position.

For the year ended 31 December 2020, the Group has incurred a loss of HK$600,879,000 from continuing 
operations and at the end of reporting period, its current liabilities exceeded its current assets by 
HK$131,994,000. This situation indicates the existence of a material uncertainty that may cast significant 
doubt on the Group’s ability to continue as a going concern and therefore, the Group may not be able to 
realise its assets and discharge its liabilities in the normal course of business. Management has planned 
to take steps to reduce discretionary expenses and administrative costs to improve the Group’s liquidity 
position and to reduce operating costs. As described in note 39(i), a share subscription entered into by the 
Company was completed subsequent to the reporting date, provided extra cash flows of HK$340,538,000 
to the Group.

As there is uncertainty over how the Covid-19 pandemic will impact the Group’s business in future periods, 
directors of the Company had prepared cash flow projections covering a period of 12 months from the 
end of the reporting period. The assumptions are based on the estimated potential impact of Covid-19 
pandemic as described in note 39(ii) and taken into consideration of any subsequent development since 
the end of the reporting period. Under the projection, the Group is expected to continue to have sufficient 
headroom in its working capital and there are no material uncertainties regarding these assumptions and 
accordingly, the consolidated financial statements have been prepared on a going concern basis.

Functional and presentation currency

The consolidated financial statements are presented in Hong Kong dollar (“HK$”), which is the same as the 
functional currency of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES
Business combination and basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its 
subsidiaries made up to 31 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income 
statement up to the effective date of disposal, as appropriate. Where necessary, adjustments are made to 
the financial statements of subsidiaries to bring their accounting policies into line with those used by other 
members of the Group.

All inter-company transactions and balances within the Group together with unrealised profits are 
eliminated in full on consolidation.

Acquisition of subsidiaries or businesses is accounted for using the acquisition method when the acquired 
set of activities and assets meets the definition of a business and control is transferred to the Group. In 
determining whether a particular set of activities and assets is a business, the Group assesses whether 
the set of assets and activities acquired includes, at a minimum, an input and substantive processes and 
whether the acquired set has the ability to produce outputs.

The cost of an acquisition is measured at the aggregate of the acquisition-date fair value of assets 
transferred, liabilities incurred and equity interests issued by the Group, as the acquirer. The identifiable 
assets acquired and liabilities assumed are principally measured at acquisition-date fair value. The Group’s 
previously held equity interest in the acquiree is re-measured at acquisition-date fair value and the resulting 
gains or losses are recognised in profit or loss. For each business combination, the Group elects whether 
it measures the non-controlling interests in the acquiree that are present ownership interests and entitle 
their holders to a proportionate share of net assets in the event of liquidation either at fair value or at 
the proportionate share of the acquiree’s identifiable net assets. All other components of non-controlling 
interests are measured at fair value. Acquisition-related costs incurred are expensed unless they are 
incurred in issuing equity instruments in which case costs are deducted from equity.

Any contingent consideration to be transferred by the acquirer is recognised at acquisition-date fair 
value. Subsequent adjustments to consideration are recognised against goodwill only to the extent that 
they arise from new information obtained within the measurement period (a maximum of 12 months from 
the acquisition date) about the fair value at the acquisition date. All other subsequent adjustments to 
contingent consideration classified as an asset or a liability are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Business combination and basis of consolidation (continued)

Subsequent to acquisition, the carrying amount of non-controlling interest that represents present 
ownership interest in the subsidiary is the amount of that interest at initial recognition plus the 
non-controlling interest’s share of subsequent changes in equity. Non-controlling interests are presented in 
the consolidated statement of financial position within equity, separately from equity attributable to owners 
of the Company. Profit or loss and each component of other comprehensive income are attributed to the 
owners of the Company and to the non-controlling interests. Total comprehensive income is attributed to 
non-controlling interest even if this results in the non-controlling interest having a deficit balance.

Changes in the Company’s interests in subsidiaries that do not result in a loss of control are accounted for 
as equity transactions. The carrying amounts of the Company’s interest and the non-controlling interest 
are adjusted to reflect the changes in their relative interests in the subsidiaries. Any difference between 
the amount by which the non-controlling interest is adjusted and the fair value of the consideration paid or 
received is recognised directly in equity and attributed to owners of the Company.

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

Subsidiaries

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

De-facto control exists in situations where the Company has the practical ability to direct the relevant 
activities of the investee without holding the majority of the voting rights. In determining whether de-facto 
control exists the Company considers all relevant facts and circumstances, including:

– the size of the Company’s voting rights relative to both the size and dispersion of other parties who 
hold voting rights;

– substantive potential voting rights held by the Company and other parties who hold voting rights;

– other contractual arrangements; and

– historic patterns in voting attendance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor 
a joint arrangement. Significant influence is the power to participate in the financial and operating policy 
decisions of the investee but not control or joint control over those policies.

Associates are accounted for using the equity method whereby they are initially recognised at cost and 
thereafter, their carrying amount are adjusted for the Group’s share of the post-acquisition change in 
the associates’ net assets except that losses in excess of the Group’s interest in the associate are not 
recognised unless there is an obligation to make good those losses.

Profits and losses arising on transactions between the Group and its associates are recognised only to the 
extent of unrelated investors’ interests in the associate. The investors’ share in the associates’ profits and 
losses resulting from these transactions is eliminated against the carrying value of the associate. Where 
unrealised losses provide evidence of impairment of the asset transferred they are recognised immediately 
in profit or loss.

Any premium paid for an associate above the fair value of the Group’s share of the identifiable assets, 
liabilities and contingent liabilities acquired is capitalised and included in the carrying amount of the 
associate. Any excess of the Group’s share of the net fair value of the identifiable assets and liabilities 
over the cost of investment, after reassessment, is recognised immediately in profit or loss. Where there 
is objective evidence that the investment in an associate has been impaired, the carrying amount of the 
investment is tested for impairment in the same way as other non-financial assets.

Joint arrangements

The Group is a party to a joint arrangement where there is a contractual arrangement that confers joint 
control over the relevant activities of the arrangement to the Group and at least one other party. Joint 
control is assessed under the same principles as control over subsidiaries.

The Group classifies its interests in joint arrangements as either:

– Joint ventures: where the Group has rights to only the net assets of the joint arrangement; or

– Joint operations: where the Group has both the rights to assets and obligations for the liabilities of the 
joint arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Joint arrangements (continued)

In assessing the classification of interests in joint arrangements, the Group considers:

– the structure of the joint arrangement;

– the legal form of joint arrangements structured through a separate vehicle;

– the contractual terms of the joint arrangement agreement; and

– any other facts and circumstances (including any other contractual arrangements).

The Group accounts for its interests in joint ventures in the same manner as interests in associates (i.e. 
using the equity method).

The Group accounts for its interests joint operations by recognising its share of assets, liabilities, revenue 
and expenses in accordance with its contractually conferred rights and obligations.

Inventories

Inventories are initially recognised at cost, and subsequently at the lower of cost and net realisable 
value. Cost comprises all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. Cost is calculated using the first-in first out method. Net 
realisable value represents the estimated selling price in the ordinary course of business less the estimated 
costs necessary to make the sale.

Property, plant and equipment

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

Historical cost of an asset comprises its purchase price and any directly attributable costs of bringing the 
asset to its present working condition and location for its intended use. Expenditure incurred after the 
asset has been put into operation, such as repairs and maintenance and overhaul costs, is charged to 
profit or loss in the period in which it is incurred. In situations where it is probable that future economic 
benefits of the expenditure will flow to the entity, and the cost of which can be measured reliably, the 
expenditure is capitalised as an additional cost of the asset or a separate asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (continued)

Depreciation is charged so as to write off the cost of items of property, plant and equipment over their 
estimated useful lives and after taking into account their estimated residual value, using the straight-line 
method. The estimated useful lives, residual values and depreciation method are reviewed at the end of 
each reporting period, with the effect of any changes in estimate accounted for on a prospective basis. The 
useful lives are as follows:

Furniture, fixtures and equipment 1 to 10 years
Machineries 3 to 5 years

Construction in progress is stated at cost less impairment losses. Cost comprises direct costs of 
construction as well as borrowing costs capitalised during the periods of construction and installation. 
Capitalisation of these costs ceases and the construction in progress is transferred to the appropriate 
classes of property, plant and equipment when substantially all the activities necessary to prepare the 
assets for their intended use are completed. No depreciation is provided for in respect of construction in 
progress until it is completed and ready for its intended use.

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

The gain or loss on disposal of an item of property, plant and equipment is the difference between the net 
sale proceeds and its carrying amount, and is recognised in profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets

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

• property, plant and equipment;

• right-of-use assets;

• intangible assets (including goodwill); and

• interests in associates and joint ventures.

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 
individual asset, the Group estimates the recoverable amount of the cash generating unit (“CGU”) to which 
the asset belongs. Recoverable amount is the higher of fair value less costs of disposal and value-in-use.

In assessing value-in-use, the estimated future cash flows expected to be derived from the CGU are 
discounted to their present value using a pre-tax discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset or CGU.

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or CGU) is reduced to its recoverable amount. An impairment loss is 
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased 
to the revised estimate of its recoverable amount to the extent that the increased carrying amount does not 
exceed the carrying amount that would have been determined had no impairment loss been recognised 
for the asset (or CGU) in prior years. A reversal of an impairment loss is recognised immediately in profit or 
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets

(i) Goodwill

Goodwill is initially recognised at cost being the excess of the aggregate of consideration transferred 
and the amount recognised for non-controlling interest over the fair value of identifiable assets, 
liabilities and contingent liabilities acquired.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. 
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances 
indicate that the carrying value may be impaired in accordance with accounting policy on “Impairment 
of non-financial assets”.

For the purpose of impairment testing, goodwill arising from an acquisition is allocated to each of the 
relevant CGUs that are expected to benefit from the synergies of the combination. A CGU to which 
goodwill has been allocated is tested for impairment annually, and whenever there is an indication that 
the unit may be impaired.

For goodwill arising on an acquisition in a financial year, the CGU to which allocated goodwill is 
tested for impairment before the end of that financial year. When the recoverable amount of the 
CGU is less than the carrying amount of the unit, the impairment loss is first allocated to reduce the 
carrying amount of any goodwill allocated to the unit first, and then to the other assets of the unit on 
a pro-rata basis on the carrying amount to each asset in the unit. However, the loss allocated to each 
asset will not reduce the individual asset’s carrying amount to below its fair value less cost of disposal 
(if measurable) or its value-in-use (if determinable), whichever is the higher. Any impairment loss for 
goodwill is recognised in profit or loss and is not reversed in subsequent period.

(ii) Acquired intangible assets

Intangible assets acquired separately are initially recognised at cost. The cost of intangible assets 
acquired in a business combination is its fair value at the date of acquisition. Subsequently, 
intangible assets with indefinite useful lives are carried at cost less any accumulated impairment 
losses. Intangible assets with finite useful lives are carried at cost less accumulated amortisation and 
accumulated impairment losses.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets (continued)

(iii) Internally generated intangible assets (research and development costs)

Expenditure on internally developed intangible assets (including films) is capitalised if it can be 
demonstrated that:

– it is technically feasible to develop the asset for it to be sold;

– there is an intention to complete and use or sell the asset;

– the Group is able to use or sell the asset;

– how the use or sale of the asset will generate probable future economic benefits to the Group is 
demonstrable;

– adequate resources are available to complete the development;

– sale of the asset will generate future economic benefits; and expenditure on the asset can be 
measured reliably.

Capitalised development costs are amortised over the periods as appropriate. The Group expects to 
benefit from using or selling the asset developed. The amortisation expense is recognised in profit or 
loss and included in cost of services rendered.

Development expenditure not satisfying the above criteria and expenditure on the research phase of 
internal projects are recognised in profit or loss as incurred.

(iv) Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied 
in the specific asset to which it relates. All other expenditure, including expenditure on internally 
generated goodwill and brands, is recognised in profit or loss as incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets (continued)

(v) Amortisation

The amortisation is charged on a straight-line basis over their estimated useful lives. Amortisation 
commences when the intangible assets with finite useful lives are ready for use. The amortisation 
expense is recognised in profit or loss. The estimated useful lives and amortisation method are 
reviewed, and adjusted if appropriate, at the end of each reporting period. The principal annual rates 
of intangible assets with finite useful lives are as follows:

Proprietary software 3 years
Participation rights 3 to 5 years
Patents 10 to 15 years
Virtual human know-how 10 years
Backlog contracts 2 years
Licences for intellectual property rights over the terms of the relevant licensing agreements
Other licences over the terms of the relevant licensing agreements
Film rights refer to note 15(j)

(vi) Derecognition of intangible assets

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

Financial Instruments

(i) Financial assets

A financial asset (unless it is a trade receivable without a significant financing component) is initially 
measured at fair value plus, for an item not at FVTPL (as defined below), transaction costs that 
are directly attributable to its acquisition or issue. Trade receivable without a significant financing 
component is initially measured at the transaction price.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, 
the date that the Group commits to purchase or sell the asset. Regular way purchases or sales 
are purchases or sales of financial assets that require delivery of assets within the period generally 
established by regulation or convention in the marketplace.

Financial assets with embedded derivatives are considered in their entirely when determining whether 
their cash flows are solely payment of principal and interest.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

(i) Financial assets (continued)

Debt instruments

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

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows 
represent solely payments of principal and interest are measured at amortised cost. Financial assets 
at amortised cost are subsequently measured using the effective interest rate method. Interest 
income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain 
on derecognition is recognised in profit or loss.

Fair value through other comprehensive income (“FVOCI”): Assets that are held for collection of 
contractual cash flows and for selling the financial assets, where the assets’ cash flows represent 
solely payments of principal and interest, are measured at FVOCI. Debt investments at FVOCI are 
subsequently measured at fair value. Interest income calculated using the effective interest rate 
method, foreign exchange gains and losses and impairment are recognised in profit or loss. Other net 
gains and losses are recognised in other comprehensive income. On derecognition, gains and losses 
accumulated in other comprehensive income are reclassified to profit or loss.

Fair value through profit or loss (“FVTPL”): Financial assets measured at FVTPL include financial 
assets held for trading, financial assets designated upon initial recognition at FVTPL, or financial 
assets mandatorily required to be measured at fair value. Financial assets are classified as held for 
trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, 
including separated embedded derivatives, are also classified as held for trading unless they are 
designated as effective hedging instruments. Financial assets with cash flows that are not solely 
payments of principal and interest are classified and measured at FVTPL, irrespective of the business 
model. Notwithstanding the criteria for debt instruments to be classified at amortised cost or at 
FVOCI, as described above, debt instruments may be designated at FVTPL on initial recognition if 
doing so eliminates, or significantly reduces, an accounting mismatch.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

(i) Financial assets (continued)

Equity instruments

On initial recognition of an equity investment that is not held for trading, the Group could irrevocably 
elect to present subsequent changes in the investment’s fair value in other comprehensive income. 
This election is made on an investment-by-investment basis. Equity investments at FVOCI are 
measured at fair value. Dividend income are recognised in profit or loss unless the dividend income 
clearly represents a recovery of part of the cost of the investments. Other net gains and losses are 
recognised in other comprehensive income and are not reclassified to profit or loss. All other equity 
instruments are classified as FVTPL, whereby changes in fair value, dividends and interest income are 
recognised in profit or loss.

(ii) Impairment loss on financial assets and contract assets

The Group recognises loss allowances for expected credit loss (“ECL”) on trade receivables, contract 
assets, financial assets measured at amortised cost and debt investments measured at FVOCI. The 
ECLs are measured on either of the following bases: (1) 12-month ECLs: these are the ECLs that 
result from possible default events within the 12 months after the reporting date: and (2) lifetime 
ECLs: these are ECLs that result from all possible default events over the expected life of a financial 
instrument. The maximum period considered when estimating ECLs is the maximum contractual 
period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the 
difference between all contractual cash flows that are due to the Group in accordance with the 
contract and all the cash flows that the Group expects to receive. The shortfall is then discounted at 
an approximation to the assets’ original effective interest rate.

The Group measures loss allowances for trade receivables and contract assets using HKFRS 9 
simplified approach and has calculated ECLs based on lifetime ECLs. The Group has established 
a provision matrix that is based on the Group’s historical credit loss experience, adjusted for 
forward-looking factors specific to the debtors and the economic environment.

For other debt financial assets, the ECLs are based on lifetime ECLs except when there has not been 
a significant increase in credit risk since initial recognition, in which case the allowance will be based 
on the 12-month ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial 
recognition and when estimating ECL, the Group considers reasonable and supportable information 
that is relevant and available without undue cost or effort. This includes both quantitative and 
qualitative information analysis, based on the Group’s historical experience and informed credit 
assessment and including forward-looking information.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

(ii) Impairment loss on financial assets and contract assets (continued)

The Group assumes that the credit risk on a financial asset has increased significantly if it is more 
than 30 days past due.

The Group considers a financial asset to be in default when: (1) the debtor is unlikely to pay its credit 
obligations to the Group in full, without recourse by the Group to action such as realising security (if 
any is held); or (2) the financial asset is more than 90 days past due.

Depending on the nature of the financial instruments, the assessment of a significant increase 
in credit risk is performed on either an individual or a collective basis. When the assessment is 
performed on a collective basis, the financial instruments are grouped based on shared credit risk 
characteristics, such as past due status and credit risk ratings.

The Group considers a financial asset to be credit-impaired when one or more events that have 
detrimental impact on the estimated future cash flows of the financial asset have occurred, including 
the following observable events: (1) significant financial difficulty of the debtor; (2) a breach of 
contract, such as a default or being more than 90 days past due; (3) the restructuring of a loan or 
advance by the Group on terms that the Group would not consider otherwise; (4) it is probable that 
the debtor will enter bankruptcy or other financial reorganisation; or (5) the disappearance of an active 
market for a security because of financial difficulties.

The Group recognises an impairment gain or loss in profit or loss for all financial instruments with a 
corresponding adjustment to their carrying amount through a loss allowance account.

The Group writes off a financial asset when there is information indicating that the debtor is in severe 
financial difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed 
under liquidation or has entered into bankruptcy proceedings, or in the case of trade receivables, 
when the amounts are long aged, whichever occurs sooner. Financial assets written off may still be 
subject to enforcement activities under the Group’s recovery procedures, taking into account legal 
advice where appropriate. Any recoveries made are recognised in profit or loss.

Interest income on credit-impaired financial assets is calculated based on the amortised cost (i.e. the 
gross carrying amount less loss allowance) of the financial asset. For non credit-impaired financial 
assets interest income is calculated based on the gross carrying amount.

(iii) Financial liabilities

The Group classifies its financial liabilities, depending on the purpose for which the liabilities were 
incurred. Financial liabilities at FVTPL are initially measured at fair value and financial liabilities at 
amortised cost are initially measured at fair value, net of directly attributable costs incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

(iii) Financial liabilities (continued)

Financial liabilities at FVTPL

Financial liabilities at FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as at FVTPL.

Financial liabilities are classified as held for trading if they are acquired for the purpose of sale in 
the near term. Derivatives, including separated embedded derivatives, are also classified as held for 
trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held 
for trading are recognised in profit or loss.

Where a contract contains one or more embedded derivatives, the entire hybrid contract may 
be designated as a financial liability at FVTPL, except where the embedded derivative does not 
significantly modify the cash flows or it is clear that separation of the embedded derivative is 
prohibited.

Financial liabilities may be designated upon initial recognition as at FVTPL if the following criteria 
are met: (i) the designation eliminates or significantly reduces the inconsistent treatment that would 
otherwise arise from measuring the liabilities or recognising gains or losses on them on a different 
basis; (ii) the liabilities are part of a group of financial liabilities which are managed and their 
performance evaluated on a fair value basis, in accordance with a documented risk management 
strategy; or (iii) the financial liability contains an embedded derivative that would need to be separately 
recorded.

Subsequent to initial recognition, financial liabilities at FVTPL are measured at fair value, with changes 
in fair value recognised in profit or loss in the period in which they arise, except for the gains and 
losses arising from the Group’s own credit risk which are presented in other comprehensive income 
with no subsequent reclassification to the statement of profit or loss. The net fair value gain or loss 
recognised in the statement of profit or loss does not include any interest charged on these financial 
liabilities.

Financial liabilities at amortised cost

Financial liabilities at amortised cost, including trade payables, other payables and accruals, 
borrowings and lease liabilities, are subsequently measured at amortised cost, using the effective 
interest method. The related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as 
through the amortisation process.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

(iv) Effective interest method

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

(v) Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue 
costs.

(vi) Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows in 
relation to the financial asset expire or when the financial asset has been transferred and the transfer 
meets the criteria for derecognition in accordance with HKFRS 9.

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

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

Discontinued operation

A discontinued operation is a component of the Group’s business, the operations and cash flows of 
which can be clearly distinguished from the rest of the Group and which represents a separate major line 
of business or geographical area of operations, or is a part of a single co-ordinated plan to dispose of a 
separate major line of business or geographical area of operations, or is a subsidiary acquired exclusively 
with a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to 
be classified as held for sale, if earlier. It also occurs if the operation is abandoned.

Where an operation is classified as discontinued, a single amount is presented on the face of the statement 
of profit or loss, which comprises the post-tax profit or loss of the discontinued operation and post-tax 
gain or loss recognised on the measurement to fair value less costs to sell, or on the disposal, of the 
assets or disposal group constituting the discontinued operation.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and cash equivalents

Cash and cash equivalents comprise cash balances and short-term deposits and highly liquid investments 
with maturities of three months or less from the date of acquisition that are subject to an insignificant 
risk of changes in their fair value, and are used by the Group in the management of its short-term 
commitments. For the purpose of the statement of cash flows, bank overdrafts that are repayable on 
demand and that form an integral part of the Group’s cash management are included in cash and cash 
equivalents.

Leases

The Group as a lessee

All leases are required to be capitalised in the statement of financial position as right-of-use assets and 
lease liabilities, but accounting policy choices exist for an entity to choose not to capitalise (i) leases which 
are short-term leases and/or (ii) leases for which the underlying asset is of low-value. The Group has 
elected not to recognise right-of-use assets and lease liabilities for low-value assets and leases for which 
at the commencement date have a lease term less than 12 months. The lease payments associated with 
those leases have been expensed on straight-line basis over the lease term.

Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise:

(i) the amount of the initial measurement of the lease liability (see below for the accounting policy to 
account for lease liability);

(ii) any lease payments made at or before the commencement date, less any lease incentives received;

(iii) any initial direct costs incurred by the lessee; and

(iv) an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset 
to the condition required by the terms and conditions of the lease, unless those costs are incurred to 
produce inventories.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases (continued)

Right-of-use asset (continued)

The Group measures the right-of-use assets applying a cost model. Under the cost model, the Group 
measures the right-to-use at cost, less any accumulated depreciation and any impairment losses, and 
adjusted for any remeasurement of lease liability.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease terms and the 
estimated useful lives of the assets. The useful lives are as follows:

Buildings 2 to 10 years
Equipment 2 to 3 years

Lease liability

The lease liability is recognised at the present value of the lease payments that are not paid at the date of 
commencement of the lease. The lease payments shall be discounted using the interest rate implicit in the 
lease, if that rate can be readily determined. If that rate cannot be readily determined, the Group uses the 
Group’s incremental borrowing rate.

The following payments for the right-to-use on the underlying asset during the lease term that are not paid 
at the commencement date of the lease are considered to be lease payments:

(i) fixed payments less any lease incentives receivable;

(ii) variable lease payments that depend on an index or a rate, initially measured using the index or rate 
as at commencement date;

(iii) amounts expected to be payable by the lessee under residual value guarantees;

(iv) the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

(v) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an 
option to terminate the lease.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases (continued)

Lease liability (continued)

Subsequent to the commencement date, the Group shall measure the lease liability by:

(i) increasing the carrying amount to reflect interest on the lease liability;

(ii) reducing the carrying amount to reflect the lease payments made; and

(iii) remeasuring the carrying amount to reflect any reassessment or lease modifications, e.g., a change in 
future lease payments arising from change in an index or rate, a change in the lease term, a change in 
the in-substance fixed lease payments or a change in assessment to purchase the underlying asset.

When the Group revises its estimate of the term of any lease (because, for example, it re-assesses the 
probability of a lessee extension or termination option being exercised), it adjusts the carrying amount 
of the lease liability to reflect the payments to make over the revised term, which are discounted using a 
revised discount rate. The carrying value of lease liabilities is similarly revised when the variable element 
of future lease payments dependent on a rate or index is revised, except the discount rate remains 
unchanged. In both cases, an equivalent adjustment is made to the carrying value of the right-of-use asset, 
with the revised carrying amount being amortised over the remaining (revised) lease term. If the carrying 
amount of the right-of-use asset is adjusted to zero, any further reduction is recognised in profit or loss.

When the Group renegotiates the contractual terms of a lease with the lessor, if the renegotiation results 
in one or more additional assets being leased for an amount commensurate with the standalone price for 
the additional rights-of-use obtained, the modification is accounted for as a separate lease, in all other 
cases, where the renegotiated increases the scope of the lease (whether that is an extension to the lease 
term, or one or more additional assets being leased), the lease liability is remeasured using the discount 
rate applicable on the modification date, with the right-of-use asset being adjusted by the same amount. 
With the exception to which the practical expedient for Covid-19-Related Rent Concessions applies (see 
note 2(a)), if the renegotiation results in a decrease in the scope of the lease, both the carrying amount 
of the lease liability and right-of-use asset are reduced by the same proportion to reflect the partial or 
full termination of the lease with any difference recognised in profit or loss. The lease liability is then 
further adjusted to ensure its carrying amount reflects the amount of the renegotiated payments over the 
renegotiated term, with the modified lease payments discounted at the rate applicable on the modification 
date and the right-of-use asset is adjusted by the same amount.

Accounting as a lessor

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks 
and rewards of ownership of the leased assets to the lessee. All other leases are classified as operating 
leases.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Provisions and contingent liabilities

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

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

Taxation

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

Current tax is based on the profit or loss from ordinary activities adjusted for items that are non-assessable 
or disallowable for income tax purposes and is calculated using tax rates that have been enacted or 
substantively enacted at the end of reporting period. The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be paid or received that reflects any uncertainty related to 
income tax.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and 
liabilities for financial reporting purposes and the corresponding amounts used for tax purposes. Except for 
goodwill not deductible for tax purposes and initial recognition of assets and liabilities that are not part of 
the business combination which affect neither accounting nor taxable profits, taxable temporary differences 
arising on investments in subsidiaries, associates and joint ventures where the Group is able to control 
the reversal of the temporary difference and it is probable that the temporary difference will not reverse in 
the foreseeable future, deferred tax liabilities are recognised for all taxable temporary differences. Deferred 
tax assets are recognised to the extent that it is probable that taxable profits will be available against 
which deductible temporary differences can be utilised, provided that the deductible temporary differences 
are not arises from initial recognition of assets and liabilities in a transaction other than in a business 
combination that affects neither taxable profit nor the accounting profit. Deferred tax is measured at the tax 
rates appropriate to the expected manner in which the carrying amount of the asset or liability is realised 
or settled and that have been enacted or substantively enacted at the end of reporting period, and reflects 
any uncertainty related to income taxes.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities and when they relate to income tax levied by the same taxation 
authority and the Group intends to settle its current tax assets and liabilities on a net basis.



110

D
IG

ITAL D
O

M
AIN

 H
O

LD
IN

G
S LIM

ITED
              AN

N
UAL REPO

RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (continued)

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

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

Translation of foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary 
economic environment in which the entity operates (“functional currency”). The consolidated financial 
statements are presented in HK$ which is the functional currency of the Company.

In preparing the financial statements of the individual entities, foreign currency transactions are translated 
into individual entity’s functional currency at the rates of exchange prevailing on the dates of the 
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are 
retranslated at the rates prevailing at the end of reporting period. Non-monetary items that are measured in 
terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary 
items, are included in profit or loss in the period in which they arise.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s 
foreign operations (including comparatives) are expressed in HK$ using exchange rates prevailing at the 
end of reporting period. Income and expenses items (including comparatives) are translated at the average 
exchange rates at the dates of the transactions. Exchange differences arising, if any, are recognised 
in other comprehensive income and accumulated in exchange fluctuation reserve. Such translation 
differences, to the extent attributable to the owners of the Company, are recognised in profit or loss in the 
period when the foreign operations are disposed of.

Goodwill and fair value adjustments on identifiable assets acquired arising on an acquisition of a foreign 
operation are treated as assets and liabilities of that foreign operation and translated at the rate of 
exchange prevailing at the end of reporting period. Exchange differences arising are recognised in the 
exchange fluctuation reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Employees’ benefits

Short term employee benefits

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

Retirement benefit scheme

The Group’s contributions to the defined contribution retirement scheme are expensed as incurred and are 
reduced by contributions forfeited by those employees who leave the scheme prior to vesting fully in the 
contributions, if any.

Termination benefits

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

Share-based payments

For equity-settled share-based payment transactions, the Group shall measure the goods or services 
received, and the corresponding increase in equity, directly, at the fair value of the goods or services 
received, unless that fair value cannot be estimated reliably. If the Group cannot estimate reliably the 
fair value of the goods or services received, the Group shall measure their value, and the corresponding 
increase in equity, indirectly, by reference to the fair value of the equity instruments granted.

Where share options are awarded to employees and others providing similar services, the fair value of the 
options at the date of grant is recognised in profit or loss over the vesting period with a corresponding 
increase in the employee share options reserve within equity. Non-market vesting conditions are taken 
into account by adjusting the number of equity instruments expected to vest at the end of each reporting 
period so that, ultimately, the cumulative amount recognised over the vesting period is based on the 
number of options that eventually vest. Market vesting conditions are factored into the fair value of the 
options granted. As long as all non-market vesting conditions are satisfied, a charge is made irrespective 
of whether the market vesting conditions are satisfied. The cumulative expense is not adjusted for failure to 
achieve a market vesting condition.

Where the terms and conditions of options are modified before they vest, the increase in the fair value of 
the options, measured immediately before and after the modification, is also recognised in profit or loss 
over the remaining vesting period.

Where equity instruments are granted to persons other than employees and others providing similar 
services, the fair value of the goods or services received is recognised in profit or loss unless the goods or 
services qualify for recognition as assets. A corresponding increase in equity is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Related parties

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

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

(ii) has significant influence over the Group; or

(iii) is a member of key management personnel of the Group or the Company’s parent.

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

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

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

(iii) Both entities are joint ventures of the same third party.

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

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

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

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

(viii) The entity, or any member of a group of which it is a part, provides key management personnel 
services to the Group or to the Company’s parent.

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

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

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

(iii) dependents of that person or that person’s spouse or domestic partner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition

Revenue from contracts with customers is recognised when control of goods or services is transferred 
to the customers at an amount that reflects the consideration to which the Group expects to be entitled 
in exchange for those goods or services, excluding those amounts collected on behalf of third parties. 
Revenue excludes value added taxes or other sales taxes and is after deduction of any trade discounts.

Depending on the terms of the contract and the laws that apply to the contract, control of the goods or 
service may be transferred over time or at a point in time. Control of the goods or service is transferred 
over time if the Group’s performance:

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

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

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

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

When the contract contains a financing component which provides the customer a significant benefit of 
financing the transfer of goods or services to the customer for more than one year, revenue is measured at 
the present value of the amounts receivable, discounted using the discount rate that would be reflected in 
a separate financing transaction between the Group and the customer at contract inception.

Where the contract contains a financing component which provides a significant financing benefit to the 
Group, revenue recognised under that contract includes the interest expense accreted on the contract 
liability under the effective interest method.

For contracts where the period between the payment and the transfer of the promised goods or services is 
one year or less, the transaction price is not adjusted for the effects of a significant financing component, 
using the practical expedient in HKFRS 15.
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FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (continued)

(i) Services of visual effects production and post production

Revenue from the provision of services of visual effects production and post production is recognised 
over time, using the input method to measure progress towards complete satisfaction of the service, 
because (1) the Group’s production works enhance assets that the customers control as the assets 
is enhanced; and (2) 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. The 
input method recognises revenue based on the proportion of the actual costs incurred relative to the 
estimated total costs.

(ii) Sales of goods

Revenue from the sales of goods is recognised at the point in time when control of the asset is 
transferred to the customers, generally on delivery of the goods.

Some contracts for the sales of goods provide customers with right of return. The rights of return give 
rise to variable consideration.

Right of return:
For contracts which provide a customer with a right to return the goods within a specified period, 
the expected value method is used to estimate the goods that will not be returned because this 
method best predicts the amount of variable consideration to which the Group will be entitled. The 
requirements in HKFRS 15 on constraining estimates of variable consideration are applied in order 
to determine the amount of variable consideration that can be included in the transaction price. For 
goods that are expected to be returned, instead of revenue, a refund liability is recognised. A right-of–
return assets (and the corresponding adjustment to cost of sales) is also recognised for the right to 
recover products from a customer.

(iii) Sale of hardware and solution services

The Group provides solution services that are sold bundled together with the sale of hardware to a 
customer. The hardware and solution services are highly interdependent and interrelated.

Contracts for bundled sales of hardware and solution services are comprised of only a single 
performance obligation because the promises to transfer the hardware and provide solution services 
are not distinct or separately identifiable. Accordingly, allocation of the transaction price is not 
applicable because the contract has only one performance obligation.

Revenue from sales of hardware and solution services is recognised at the point in time when control 
of the asset is transferred to the customer, generally on customer’s acceptance of the hardware and 
solution services.
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FOR THE YEAR ENDED 31 DECEMBER 2020

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (continued)

(iv) Licence fee income

The Group grants certain licences for using its virtual reality contents to customers for licence fee 
income.

The Group did not have unconditional right, and is not expected to undertake activities that 
significantly affect the licensed virtual reality contents to which the customers have rights to. 
Accordingly, the Group considers the granting of a licence as providing the customers the right to 
use the Group’s virtual reality contents and the performance obligation is satisfied at a point in time at 
which the licence is granted of.

(v) Rental income under operating leases is recognised on a straight-line basis over the term of the 
relevant lease.

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

(vii) Income arising from broadcasting movies and TV dramas are recognised in accordance with the 
terms and substances of the relevant agreements, and at point in time when (1) the Group’s right to 
the payment is reasonably certain with no further obligation; and (2) the amount the Group is entitled 
to receive can be measured reliably.

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the 
customer. If the Group performs by transferring goods or services to a customer before the customer pays 
consideration or before payment is due, a contract asset is recognised for the earned consideration that is 
not yet unconditional. In contrast, a receivable represents the Group’s unconditional right to consideration, 
i.e. only passage of time is required before payment of that consideration is due.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has 
received a consideration (or an amount of consideration that is due) from the customer. A contract liability 
is recognised when the payment is made or the payment is due (whichever is earlier) before the Group 
transfers goods or services to the customer. Contract liabilities are recognised as revenue when the Group 
performs under the contract.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of assets which require 
a substantial period of time to be ready for their intended use or sale, are capitalised as part of the cost of 
those assets. Income earned on temporary investments of specific borrowings pending their expenditure 
on those assets is deducted from borrowing costs capitalised. All other borrowing costs are recognised in 
profit or loss in the period in which they are incurred.

Government grants

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

Government grants are recognised in profit or loss on a systematic basis over the periods in which the 
Group recognises as expenses the related costs for which the grants are intended to compensate.

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

The benefit of a government loan at a below-market rate of interest is treated as a government grant, 
measured as the difference between proceeds received and the fair value of the loan based on prevailing 
market interest rates.

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Estimates and judgements

In the application of the Group’s accounting policies, the directors are required to make judgements, 
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily 
apparent from other sources. The estimates and associated assumptions are based on historical 
experience and other factors that are considered to be relevant. Given Covid-19 pandemic has created 
and may continue to create significant uncertainty in macroeconomic conditions, actual results may differ 
from these estimates.

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

In addition to information disclosed elsewhere in the Group’s consolidated financial statements, other 
key sources of estimation uncertainty that have a significant risk of resulting a material adjustment to the 
carrying amounts of assets and liabilities within next financial year are as follows:
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5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)
Estimates and judgements (continued)

Impairment of non-financial assets (including goodwill)

In determining whether an asset is impaired or the event previously causing the impairment no longer 
exists, the Group has to exercise judgement in the area of asset impairment, particularly in assessing:

(i) whether an event has occurred that may affect the asset value or such event affecting the asset value 
has not been in existence;

(ii) whether the carrying value of an asset or a CGU can be supported by the recoverable amount of 
the CGU, which is the higher of fair value less costs of disposal and value-in-use of the CGU. The 
value-in-use calculation is based on the net present value of future cash flows which are estimated 
based upon the continued use of the asset or CGU, or derecognition; and

(iii) the appropriate key assumptions to be applied in preparing cash flow projections including whether 
these cash flow projections are discounted using an appropriate rate. Changing the assumptions 
selected by management to determine the level of impairment, including the discount rates or the 
growth rate assumptions in the cash flow projections, could materially affect the net present value 
used in the impairment test.

Deferred tax

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable 
profits will be available against which the losses can be utilised. Significant management judgement is 
required to determine the amount of deferred tax assets that can be recognised, based upon the likely 
timing and level of future taxable profits together with future tax planning strategies. Further details are set 
out in note 11(b).
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5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)
Estimates and judgements (continued)

Provision for ECLs on trade receivables and contract assets

The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets. The 
provision rates are based on days past due for groupings of various customer segments that have similar 
loss patterns.

The provision matrix is initially based on the Group’s historical observed default rates. The Group will 
calibrate the matrix to adjust the historical credit loss experience with forward-looking information. For 
instance, if forecast economic conditions are expected to deteriorate over the next year which can lead 
to an increased number of defaults in the sectors in which the Group operates the historical default rates 
are adjusted. At each reporting date, the historical observed default rates are updated and changes in the 
forward-looking estimates are analysed.

The assessment of the correlation among historical observed default rates and ECLs is a significant 
estimate. The amount of ECLs is sensitive to changes in circumstances. The Group’s historical credit loss 
experience may also not be representative of customer’s actual default in the future.

The economic downturn and uncertainties that have arisen as a result of Covid-19 pandemic have made 
these estimates more judgemental, which the Group has taken into account in its determination of 
applicable expected credit losses. The information about the ECLs on the Group’s trade receivables and 
contract assets is disclosed in notes 19, 20(a) and 41(a) to the financial statements.

Impairment of other financial assets

The loss allowances for financial 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 note 41(a).

Incremental borrowing rate on lease agreements

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses incremental 
borrowing rates (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would 
have to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an 
asset of a similar value to the right-of-use asset in a similar economic environment. The IBR therefore 
reflects what the Group ‘would have to pay’, which requires estimation when no observable rates are 
available or when it needs to be adjusted to reflect the terms and conditions of the lease. The Group 
estimates the IBR using observable inputs when available and is required to make certain entity-specific 
estimates.



119
D

IG
ITAL D

O
M

AIN
 H

O
LD

IN
G

S LIM
ITED

              AN
N

UAL REPO
RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)
Estimates and judgements (continued)

Useful lives of property, plant and equipment, right-of-use assets and intangible assets

The Group estimates the useful lives of property, plant and equipment, right-of-use assets and intangible 
assets in order to determine the amount of depreciation and amortisation expenses to be recorded. The 
useful lives are estimated at the time the asset is acquired based on historical experience, the expected 
usage, wear and tear of the assets, as well as technical obsolescence arising from changes in the market 
demands or service outputs of the assets. The Group also performs annual reviews on whether the 
assumptions made on useful lives continue to be valid.

Fair value measurements

A number of assets and liabilities included in the Group’s consolidated financial statements require 
measurement at, and/or disclosure of, fair value.

The fair value measurement of the Group’s financial and non-financial assets and liabilities utilises market 
observable inputs and data as far as possible. Inputs used in determining fair value measurements are 
categorised into different levels based on how observable the inputs used in the valuation technique 
utilised are (the ‘fair value hierarchy’):

Level 1: Quoted prices in active markets for identical items (unadjusted);

Level 2: Observable direct or indirect inputs other than Level 1 inputs; and

Level 3: Unobservable inputs (i.e. not derived from market data).

The classification of an item into the above levels is based on the lowest level of the inputs used that 
has a significant effect on the fair value measurement of the item. Transfers of items between levels are 
recognised in the period as they occur.

The Group measures fair value of financial asset measured at FVOCI and the Group’s retained interests in 
associates at disposal date as detailed in notes 18, 31 and 42(b).
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6. REVENUE AND SEGMENT REPORTING
An analysis of the Group’s revenue from its principal activities for the year is as follows:

2020 2019
HK$’000 HK$’000

(Re-presented)

Continuing operations   
Revenue from contracts with customer within the scope of HKFRS 15:   

Provision of
– visual effects production service 503,713 469,807
– post production service 40,886 21,704
– 360 degree digital capture technology application and virtual reality services 49,140 56,548
– granting of licence for virtual reality contents 7,562 –

601,301 548,059
Revenue from other sources
Rental income – 66

601,301 548,125

Discontinued operation
Revenue from contracts with customer within the scope of HKFRS 15:

Provision of sales of hardware and solution services 3,022 77,321
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
Disaggregation of revenue from contracts with customers

Media entertainment
Segment 2020 2019

HK$’000 HK$’000
(Re-presented)

Types of goods or service   
Provision of

– visual effects production service 503,713 469,807
– post production service 40,886 21,704
– 360 degree digital capture technology application and virtual reality services 49,140 56,548
– granting of licence for virtual reality contents 7,562 –

Total revenue from contracts with customers (continuing operations) 601,301 548,059

Total revenue from contracts with customers (discontinued operation)
Provision of sales of hardware and solution services 3,022 77,321

Geographical markets
Hong Kong (place of domicile) 2,907 912
The People’s Republic of China (the “PRC”) 66,267 94,227
The United States of America (“USA”) 203,697 222,312
Canada 317,962 220,145
United Kingdom 5,073 2,981
Other countries/regions 5,395 7,482

Total revenue from contracts with customers (continuing operations) 601,301 548,059

Total revenue from contracts with customers (discontinued operation)
The PRC 3,022 77,321

Timing of revenue recognition
A point in time 8,107 54,803
Over time 593,194 493,256

Total revenue from contracts with customers (continuing operations) 601,301 548,059

Total revenue from contracts with customers (discontinued operation)
A point in time 3,022 77,321
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
(a) Reportable segment

The Group determines its operating segment based on the reports reviewed by the chief operating 
decision-makers that are used to make strategic decisions. The Group has only one operating and 
reportable segment.

During the year, the operation for sale of hardware and solution services was discontinued upon the 
partial disposal of Lead Turbo Limited and its subsidiaries (collectively the “Lead Turbo Group”). The 
partial disposal by the Group resulted in loss of control of the Lead Turbo Group by the Group. The 
Group accounts for the retained interests in the Lead Turbo Group as interests in associates (refer to 
note 31). The following summary describes the operations in the Group’s only reportable segment, 
media entertainment segment:

Continuing operations

– provision of visual effects production service, post production service, 360 degree digital capture 
technology application and virtual reality services, and granting of licence for virtual reality 
contents

Discontinued operation

– provision of sales of hardware and solution services

Management monitors the results of its operating segment for the purpose of making decisions 
about resources allocation and performance assessment. Segment performance is evaluated based 
on reportable segment loss, which is a measure of adjusted loss before taxation. The adjusted 
loss before taxation is measured consistently with the Group’s loss before taxation, except that, 
reversal/recognition of impairment loss on trade receivables and contract assets, impairment 
loss on other receivables, impairment loss on amounts due from associates, loss on disposal of 
unallocated property, plant and equipment, fair value gains on investment properties, share of losses 
of associates, auditor’s remuneration, depreciation of unallocated property, plant and equipment, 
depreciation of unallocated right-of-use assets and amortisation of unallocated intangible assets, 
professional fees, finance costs, equity-settled share-based payment expenses, unallocated 
short-term lease expenses, gain on disposal of subsidiaries, unallocated other income and gains 
(including royalty income, interest income and sundry income), as well as head office and corporate 
expenses, are excluded from such measurement.

Segment assets exclude unallocated bank balances and cash, other unallocated head office and 
corporate assets as these assets are managed on a group basis.

Segment liabilities exclude tax payable, deferred tax liabilities, unallocated borrowings and other 
unallocated head office and corporate liabilities as these liabilities are managed on a group basis.
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
(a) Reportable segments (continued)

Media entertainment

Continuing operations Discontinued operation Total
 2020 2019 2020 2019 2020 2019

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Re-presented) (Re-presented) (Re-presented)

Revenue from external customers and  
reportable segment revenue 601,301 548,059 3,022 77,321 604,323 625,380

Reportable segment loss (518,676) (277,867) (29,841) (18,621) (548,517) (296,488)

Additions to non-current assets 152,036 80,553 7,488 68,139 159,524 148,692

Depreciation and amortisation (86,454) (78,571) (30,371) (54,770) (116,825) (133,341)

Impairment loss on goodwill (305,119) (74,419) – – (305,119) (74,419)

Gain on disposal of intangible assets – – – 2,735 – 2,735

Gain on disposal of property,  
plant and equipment 357 – – – 357 –

Taxation credited/(charged) 229 (1,350) 4,217 4,064 4,446 2,714

Reportable segment assets 1,077,263 1,339,121 – 438,937 1,077,263 1,778,058

Reportable segment liabilities 556,815 553,442 – 32,586 556,815 586,028
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
(b) Reconciliation of reportable segment profit or loss, assets and liabilities

2020 2019
HK$’000 HK$’000

(Re-presented)

Loss before taxation   

Segment loss from continuing operations (518,676) (277,867)
Segment loss from discontinued operation (29,841) (18,621)

(548,517) (296,488)
Reversal/(recognition) of impairment loss on trade receivables and contract assets 900 (5,244)
Impairment loss on other receivables (1,687) (7,377)
Impairment loss on amounts due from associates (36,365) (77,768)
Loss on disposal of unallocated property, plant and equipment (83) (2,073)
Fair value gains on investment properties – 700
Share of losses of associates (10,554) (21,988)
Auditor’s remuneration (1,972) (2,093)
Depreciation of unallocated property, plant and equipment, depreciation of  

unallocated right-of-use assets and amortisation of unallocated intangible assets (44,925) (51,952)
Professional fees (21,770) (27,741)
Finance costs (29,276) (79,046)
Equity-settled share-based payment expenses (7,943) (5,113)
Unallocated short-term lease expenses (466) –
Gain on disposal of subsidiaries – 111,999
Unallocated other income and gains 132,327 130,874
Other unallocated corporate expenses* (60,618) (88,983)

Consolidated loss before taxation (630,949) (422,293)

Assets

Reportable segment assets 1,077,263 1,778,058
Unallocated bank balances and cash 74,682 212,906
Unallocated corporate assets 345,305 184,086

Consolidated total assets 1,497,250 2,175,050

Liabilities

Reportable segment liabilities 556,815 586,028
Tax payable 5,225 5,073
Deferred tax liabilities 46,498 63,795
Unallocated borrowings 4,909 4,909
Unallocated corporate liabilities 70,932 38,050

Consolidated total liabilities 684,379 697,855

* The balance mainly represented unallocated corporate operating expenses that are not allocated to operating 

segments, including directors’ remuneration, staff cost and other head office expenses.
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
(c) Geographic information

The following table provides an analysis of the Group’s revenue from external customers and 
non-current assets other than financial instruments, deferred tax assets and post-employment benefit 
assets (“Specified Non-current Assets”).

(i) Revenue from external customers

2020 2019
HK$’000 HK$’000

(Re-presented)

Continuing operations   
Hong Kong (place of domicile) 2,907 978
The PRC 66,267 94,227
USA 203,697 222,312
Canada 317,962 220,145
United Kingdom 5,073 2,981
Other countries/regions 5,395 7,482

601,301 548,125

2020 2019
HK$’000 HK$’000

(Re-presented)

Discontinued operation   
The PRC 3,022 77,321

The information of revenue from the above is based on the location of customers.

(ii) Specified Non-current Assets

2020 2019
HK$’000 HK$’000

Hong Kong (place of domicile) 12,830 72,386
The PRC 388,252 571,598
Other regions of Asia 10,103 13,632
USA and Canada 754,887 973,154

1,166,072 1,630,770

The information of Specified Non-current Assets from the above is based on the location of 
assets.
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6. REVENUE AND SEGMENT REPORTING (CONTINUED)
(d) Major customers

The Group’s customer base is diversified and there were 2 customers (2019: Nil) from the media 
entertainment segment with whom transactions have exceeded 10% of the Group’s total revenue as 
follows:

2020 2019
HK$’000 HK$’000

Customer A 116,390 N/A
Customer B 67,931 N/A

(e) Revenue

The following table provides information about trade receivables, contract assets and contract 
liabilities from contracts with customers.

2020 2019
HK$’000 HK$’000

Trade receivables 40,798 46,678
Contract assets 17,802 13,170
Contract liabilities 44,902 66,873

The contract assets primarily relate to the Group’s rights to consideration for work completed but not 
billed at the reporting date on revenue related to the provisions of visual effects production service. 
The contract assets are transferred to receivables when the rights become unconditional. This usually 
occurs when the Group provides the invoice to the customer.

The contract liabilities mainly relate to the advance consideration received from customers.

The Group has applied the practical expedient to its sales contracts for media entertainment services 
and therefore the above information does not include information about revenue that the Group will 
be entitled to when it satisfies the remaining performance obligations under the contracts for media 
entertainment services that had an original expected duration of one year or less.
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7. OTHER INCOME AND GAINS
2020 2019

HK$’000 HK$’000
(Re-presented)

Continuing operations   
Income arising from broadcasting movies and TV dramas 62,393 74,178
Interest income 4,848 8,378
Imputed interest on consideration receivables 777 –
Covid-19-related rent concessions 813 –
Change in fair value of contingent consideration payable (Note 42(b)) – 41,396
Government subsidies (Note) 63,118 413
Service income from development of intellectual property 7,000 –
Sponsorship received for certain research and development projects 2,715 –
Effect of lease modification 431 –
Others 4,853 54

146,948 124,419

2020 2019
HK$’000 HK$’000

(Re-presented)

Discontinued operation   
Interest income 29 90
Government subsidies (Note) 608 4,658
Others 1,353 3,735

1,990 8,483

Note:

There are no unfulfilled conditions or other contingencies attaching to these grants, all government subsidies have been 

received during the year. The Group did not benefit directly from any other forms of government assistance.
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8. LOSS FOR THE YEAR
2020 2019

HK$’000 HK$’000
(Re-presented)

Continuing operations   
This is arrived at after charging/(crediting):

Cost of sales and services rendered (Note) 536,571 469,043
(Gain)/loss on disposal of property, plant and equipment (274) 2,073
Exchange differences, net (7,024) (1,427)
Auditor’s remuneration:

– audit services 1,775 1,853
– non-audit services 197 240

Depreciation of property, plant and equipment (Note) 28,850 28,369
Depreciation of right-of-use assets (Note) 40,976 47,549
Amortisation of intangible assets (Note) 61,553 54,605
Short-term lease expenses 552 310

Staff costs (Note):
– Directors’ remuneration 7,914 14,782
– Other staff costs:

Salaries, wages and other benefits 602,666 553,531
Retirement benefit scheme contributions 5,999 3,412
Equity-settled share-based payment expenses 7,943 5,113

Total staff costs 624,522 576,838

Note:

Cost of sales and services rendered include HK$468,354,000 (2019: HK$394,640,000 (re-presented)) relating to staff costs, 

depreciation of property, plant and equipment, depreciation of right-of-use assets and amortisation of intangible assets, for 

which the amounts are also included in the respective total amounts disclosed separately above.
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8. LOSS FOR THE YEAR (CONTINUED)
Discontinued operation

On 17 July 2020, the Group entered into a sale and purchase agreement with an independent purchaser in 
connection with the disposal of 22.29% equity interest of the Lead Turbo Group. Further details were set 
out in note 31. The disposal was completed on 31 July 2020, the date on which the control of the Lead 
Turbo Group was lost. Revenue, results and cash flows of the Lead Turbo Group were as follows:

Period from 
1 January 2020 
to 31 July 2020

Year ended 
31 December 

2019
HK$’000 HK$’000

Revenue 3,022 77,321
Expenses (41,963) (95,942)

Loss before gain on disposal of discontinued operation and taxation (38,941) (18,621)
Gain on disposal of discontinued operation 9,100 –

Loss before taxation from the discontinued operation (29,841) (18,621)
Taxation 4,217 4,064

Loss for the year from discontinued operation (25,624) (14,557)

Operating cash outflows (13,612) (26,174)
Investing cash outflows (1,026) (17,801)
Financing cash inflows – 48,610

Total cash (outflows)/inflows (14,638) 4,635

The carrying amounts of the assets and liabilities of the Lead Turbo Group at the date of disposal are 
disclosed in note 31 to the financial statements.

A profit of HK$9,100,000 arose on disposal of the Lead Turbo Group, being the proceeds of disposal and 
the fair value of the Group’s retained interests, less the carrying amount of the subsidiary’s net assets 
attributable to the Group, foreign exchange reserve and attributable goodwill. No tax charge or credit arose 
from the disposal.

For the purpose of presenting discontinued operation, the comparative consolidated income statement, 
consolidated statement of comprehensive income and the related notes have been re-presented as if the 
operations discontinued during the year had been discontinued at the beginning of the comparative period.
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9. FINANCE COSTS
2020 2019

HK$’000 HK$’000
(Re-presented)

Continuing operations   
Imputed interest on:

Lease liabilities 14,362 16,345
Contingent consideration payable 158 3,530

Interest on:
Bank and other loans 14,697 57,928
Secured note – 688

29,217 78,491

2020 2019
HK$’000 HK$’000

(Re-presented)

Discontinued operation   
Imputed interest on:

Lease liabilities 59 555

10. DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES
Directors’ remuneration is analysed as follows:

2020 2019
HK$’000 HK$’000

Fees:   
Independent non-executive directors 1,682 2,035

Other emoluments paid to executive directors:
Salaries and other benefits 6,214 12,729
Retirement benefit scheme contributions 18 18

6,232 12,747

7,914 14,782

No directors waived any remuneration in respect of the years ended 31 December 2020 and 2019.
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10. DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES 
(CONTINUED)

2020 2019
HK$’000 HK$’000

Peter Chou (Resigned on 4 June 2020)   
– Salaries and other benefits 2,687 8,344

Seah Ang
– Salaries and other benefits 3,527 3,535
– Retirement benefit scheme contributions 18 18

3,545 3,553

Amit Chopra (Resigned on 24 May 2019)
– Salaries and other benefits – 600

Wei Ming (Resigned on 24 May 2019)
– Salaries and other benefits – 250

John Alexander Lagerling (Resigned on 1 May 2020)
– Fee 518 1,567

Lau Cheong
– Fee 156 156

Duan Xiongfei
– Fee 156 156

Wong Ka Kong, Adam
– Fee 156 156

Elizabeth Monk Daley (Appointed on 20 July 2020)
– Fee 696 –
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10. DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES 
(CONTINUED)
Five highest paid employees

The five highest paid individuals of the Group did not include any directors of the Company (2019: 
include one executive director of the Company, details of whose remuneration are set out above). The 
remuneration of the five (2019: remaining four) highest paid employees, other than the Directors, is as 
follows:

2020 2019
HK$’000 HK$’000

Salaries and other benefits 18,420 15,886
Recognition of equity-settled share-based payment expenses 1,026 4,968
Retirement benefit scheme contributions 36 36

19,482 20,890

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

2020 2019

HK$3,500,001 to HK$4,000,000 2 –
HK$4,000,001 to HK$4,500,000 3 1
HK$4,500,001 to HK$5,000,000 – 1
HK$6,000,001 to HK$6,500,000 – 2
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11. TAXATION
(a) Taxation (credited)/charged to the consolidated income statement represents:

2020 2019
Note HK$’000 HK$’000

(Re-presented)

Continuing operations   
Current taxation – Hong Kong profits tax – –

Current taxation – Overseas tax
– provision for the year 587 3,810
– over-provision in respect of prior years – (1,607)

Deferred taxation 11(b) (816) (853)

(229) 1,350

2020 2019
Note HK$’000 HK$’000

(Re-presented)

Discontinued operation   
Current taxation – Hong Kong profits tax – –

Current taxation – Overseas tax
– provision for the year – 87
– over-provision in respect of prior years (85) –

Deferred taxation 11(b) (4,132) (4,151)

(4,217) (4,064)

No provision for Hong Kong profits tax was made for the year ended 31 December 2020 as the 
Group had estimated tax losses brought forward to offset against the estimated assessable profits. 
No provision for Hong Kong profit tax has been made as the Group did not have any assessable 
profits for the year ended 31 December 2019.

Taxation on overseas profits has been calculated on the estimated assessable profits for the years at 
the rates of taxation prevailing in the countries in which the Group operates.
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11. TAXATION (CONTINUED)
(a) Taxation (credited)/charged to the consolidated income statement represents: (continued)

Taxation for the years can be reconciled to accounting loss as follows:

2020 2019
HK$’000 HK$’000

(Re-presented)

Continuing operations   
Loss before taxation (601,108) (403,672)

Taxation calculated at applicable rates of Hong Kong profit tax (99,183) (66,606)
Tax effect of different tax rates of subsidiaries operating in other jurisdictions (9,796) (14,059)
Tax effect of expenses not deductible for tax purposes 71,117 35,676
Tax effect of income not assessable for tax purposes (11,355) (18,589)
Tax effect of utilisation of previously unrecognised tax losses and  

other deductible temporary differences (5,225) (2,356)
Tax effect of unrecognised tax losses and temporary differences 54,213 68,891
Over-provision in respect of prior years – (1,607)

Taxation for the year (229) 1,350

2020 2019
HK$’000 HK$’000

(Re-presented)

Discontinued operation   
Loss before taxation (29,841) (18,621)

Taxation calculated at applicable rates of Hong Kong profit tax (4,924) (3,072)
Tax effect of different tax rates of subsidiaries operating in other jurisdictions (2,138) 349
Tax effect of expenses not deductible for tax purposes – 564
Tax effect of income not assessable for tax purposes (381) (260)
Tax effect of utilisation of previously unrecognised tax losses and  

other deductible temporary differences (1,516) (4,759)
Tax effect of unrecognised tax losses and temporary differences 4,827 3,114
Over-provision in respect of prior years (85) –

Taxation for the year (4,217) (4,064)
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11. TAXATION (CONTINUED)
(b) Deferred taxation

The movements in the components of deferred tax (liabilities)/assets recognised by the Group during 
the current and prior years are as follows:

Accelerated tax 
depreciation Tax losses

Fair value 
arising from 

business 
combination Total

Notes HK$’000 HK$’000 HK$’000 HK$’000

As at 1 January 2019 (6,737) 6,618 (66,502) (66,621)
Disposal of subsidiaries 6,293 (6,293) – –
Credited to profit or loss for the year 11(a) 204 93 4,707 5,004
Exchange realignment (2) – (2,000) (2,002)

As at 31 December 2019 (242) 418 (63,795) (63,619)
Disposal of subsidiaries 31 – (2,295) 15,563 13,268
Credited to profit or loss for the year 11(a) 688 1,861 2,399 4,948
Exchange realignment (1) 16 (665) (650)

As at 31 December 2020 445 – (46,498) (46,053)

For the purpose of presentation in consolidated statement of financial position, certain deferred 
tax assets and liabilities have been offset. The following is the analysis of deferred tax balances for 
financial reporting purposes:

2020 2019
HK$’000 HK$’000

Deferred tax liabilities (46,498) (63,795)
Deferred tax assets 445 176

(46,053) (63,619)

At the end of reporting period, the Group had unused tax losses of HK$1,406,009,000 (2019: 
HK$1,439,366,000) available for offset against future profits. No deferred tax asset has been 
recognised in respect of such losses (2019: A deferred tax asset has been recognised in respect 
of HK$879,000 of such losses and no deferred tax asset has been recognised in respect of the 
remaining HK$1,438,487,000) due to the unpredictability of future profit streams. As at 31 December 
2020, included in unrecognised tax losses are losses of HK$200,726,000 (2019: HK$235,557,000), 
HK$8,297,000 (2019: HK$2,243,000), nil (2019: HK$4,580,000) and HK$1,064,211,000 (2019: 
HK$1,063,002,000) that will expire in 5 years, 8 years, 10 years and 20 years, respectively, from the 
respective dates of incurrence.
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12. LOSS PER SHARE
The calculation of the basic and diluted loss per share attributable to owners of the Company is based on 
the following data:

2020 2019
HK$’000 HK$’000

(Re-presented)

Continuing operations   
Loss for the year attributable to owners of the Company from  

continuing operations for the purpose of basic loss per share (584,205) (391,077)

Discontinued operation
Loss for the year attributable to owners of the Company from  

discontinued operation for the purpose of basic loss per share (14,322) (9,736)

2020 2019
(Re-presented)

Number of share   
Weighted average number of ordinary shares for the purposes of  

basic loss per share, adjusted for bonus elements in the issue of  
shares through share subscription on 12 April 2019,  
25 July 2019 and 18 January 2021 (Note) 36,254,560,267 34,005,935,656

Note: The weighted average number of ordinary shares for the purpose of basic loss per share has been adjusted for the 

bonus elements of share subscriptions after the end of the reporting period.

For the years ended 31 December 2020 and 2019, since the share options outstanding had an anti-dilutive 
effect on the basic loss per share, the exercise of outstanding share options were not assumed in the 
computation of diluted loss per share.

Except for the above, there is no other dilutive potential share during the current and prior years. Therefore, 
the basic and diluted loss per share in the current and prior years are equal.
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13. PROPERTY, PLANT AND EQUIPMENT
Furniture, 

fixtures and 
equipment Machineries

Construction 
in progress Total

HK$’000 HK$’000 HK$’000 HK$’000

COST     

As at 1 January 2019 230,321 5,292 936 236,549
Additions from business combination (Note 30) 14 – – 14
Additions 26,004 359 – 26,363
Disposals (3,905) – – (3,905)
Disposal of subsidiaries (Note 32(a)) (23,955) – – (23,955)
Exchange realignment 377 23 (5) 395

As at 31 December 2019 and 1 January 2020 228,856 5,674 931 235,461
Additions 36,096 616 – 36,712
Disposals (4,002) – – (4,002)
Disposal of subsidiaries (Note 31) (9,843) – – (9,843)
Exchange realignment 3,126 138 (5) 3,259

As at 31 December 2020 254,233 6,428 926 261,587

ACCUMULATED DEPRECIATION

As at 1 January 2019 146,310 4,360 – 150,670
Depreciation charge for the year 29,828 561 – 30,389
Disposals (1,832) – – (1,832)
Disposal of subsidiaries (Note 32(a)) (16,632) – – (16,632)
Exchange realignment 833 31 – 864

As at 31 December 2019 and 1 January 2020 158,507 4,952 – 163,459
Depreciation charge for the year 29,548 385 – 29,933
Disposals (3,715) – – (3,715)
Disposal of subsidiaries (Note 31) (4,984) – – (4,984)
Exchange realignment 1,315 102 – 1,417

As at 31 December 2020 180,671 5,439 – 186,110

NET CARRYING AMOUNT

As at 31 December 2020 73,562 989 926 75,477

As at 31 December 2019 70,349 722 931 72,002
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14. LEASES
Nature of leasing activities (as lessee)

The Group leases a number of properties in the jurisdictions from which it operates. In some jurisdictions 
property leases the periodic rent is fixed over the lease term.

The Group also leases certain items of equipment. In some contracts for services with distributors, those 
contracts contain a leases of equipment comprise only fixed payments over the lease terms. Leases of 
buildings generally have lease terms between 2 and 10 years, while equipment generally have lease terms 
between 2 and 3 years.

None of the lease contracts entered by the Group contains a variable lease payments scheme.

Extension options are included in certain property leases across the Group. These are used to maximise 
operational flexibility in terms of managing the assets used in the Group’s operations. The majority of 
extension options held are exercisable only by the Group and not by the respective lessor.

The Group reassessed and concluded that it was not reasonably certain to exercise these extension 
option. As a result, lease liabilities from the extension period were not included in the lease liabilities of 
the Group at reporting date. An additional cash outflow of HK$20,775,000 (2019: HK$21,382,000) was 
estimated if all the extension options were exercised.

RIGHT-OF-USE ASSETS

The carrying amounts of the Group’s right-of-use assets and the movements during the year are as 
follows:

Buildings Equipment Total
HK$’000 HK$’000 HK$’000

As at 1 January 2019 120,144 21,231 141,375
Additions 37,428 4,892 42,320
Depreciation charge (34,418) (16,166) (50,584)
Exchange realignment (306) (56) (362)

As at 31 December 2019 and 1 January 2020 122,848 9,901 132,749
Additions 964 – 964
Depreciation charge (35,745) (6,938) (42,683)
Effect of lease modification (2,258) – (2,258)
Disposal of subsidiaries (Note 31) (491) – (491)
Exchange realignment 151 (17) 134

As at 31 December 2020 85,469 2,946 88,415

Please refer to note 4 “Leases” for estimated useful life of right-of-use assets.
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14. LEASES (CONTINUED)
LEASE LIABILITIES

HK$’000

As at 1 January 2019 168,101
Additions 42,320
Interest expense 16,900
Lease payments (62,255)
Foreign exchange movements (417)

As at 31 December 2019 and 1 January 2020 164,649
Additions 963
Interest expense 14,421
Covid-19-related rent concessions (813)
Disposal of subsidiaries (Note 31) (528)
Lease payments (60,749)
Effect of lease modification (2,689)
Foreign exchange movements (666)

As at 31 December 2020 114,588

As disclosed in note 2(a), the Group has elected to apply the practical expedient introduced by the 
amendment to HKFRS 16 to all rent concessions that satisfy the criteria. All of the rent concessions 
granted to the Group during the year ended 31 December 2020 satisfy the criteria to apply the practical 
expedient. The application of the practical expedient has resulted in the reduction of total lease liabilities 
of HK$813,000. The effect of this reduction has been recorded in profit or loss in the period in which the 
event or condition that triggers those payments occurs.
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14. LEASES (CONTINUED)
LEASE LIABILITIES (continued)

Future lease payments are due as follows:

As at 31 December 2020

Minimum lease 
payments Interest Present value

HK$’000 HK$’000 HK$’000

Not later than one year 47,348 9,980 37,368
Later than one year and not later than two years 33,494 7,058 26,436
Later than two years and not later than five years 47,385 12,450 34,935
Later than five years 17,166 1,317 15,849

145,393 30,805 114,588

As at 31 December 2019

Minimum lease 
payments Interest

Present 
value

HK$’000 HK$’000 HK$’000

Not later than one year 63,437 13,765 49,672
Later than one year and not later than two years 50,355 10,090 40,265
Later than two years and not later than five years 62,508 16,870 45,638
Later than five years 33,008 3,934 29,074

209,308 44,659 164,649

The present value of future lease payments are analysed as follows:

2020 2019
HK$’000 HK$’000

Current liabilities 37,368 49,672
Non-current liabilities 77,220 114,977

114,588 164,649

The total cash outflow for leases for the year ended 31 December 2020 was HK$61,405,000 (2019: 
HK$63,855,000).



141
D

IG
ITAL D

O
M

AIN
 H

O
LD

IN
G

S LIM
ITED

              AN
N

UAL REPO
RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

15. INTANGIBLE ASSETS

Goodwill Trademarks
Proprietary 

software
Participation 

rights Patents

Virtual 
human 

know-how
Backlog 

contracts

Licences for 
intellectual 

property 
rights

Other 
licences Film rights Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Note (a)) (Note (b)) (Note (c)) (Note (d)) (Note (e)) (Note (f)) (Note (g)) (Note (h)) (Note (i)) (Note (j))

COST
As at 1 January 2019 854,831 147,739 164,998 383,112 294,400 31,446 18,178 26,082 2,198 – 1,922,984
Additions – – 33,628 – 11,243 – – – 16,524 – 61,395
Additions from business 

combination (Note 30) 30,484 – 1,211 – – – – – – – 31,695
Disposal – – – – (1,196) – – – – – (1,196)
Disposal of subsidiaries  

(Note 32) – – – – – (31,446) – (22,000) – – (53,446)
Write off – – – – – – – (4,082) (860) – (4,942)
Exchange realignment (363) 5,627 531 (1,349) 2,000 – – – (21) – 6,425

As at 31 December 2019 and  
1 January 2020 884,952 153,366 200,368 381,763 306,447 – 18,178 – 17,841 – 1,962,915

Additions – – 19,826 – 283 – – 8,470 3,767 94,355 126,701
Disposal of subsidiaries 

 (Note 31) (195,193) – (14,320) – (200,256) – (18,178) – (21,486) – (449,433)
Exchange realignment (174) 1,904 (31) (1,283) 608 – – – (122) – 902

As at 31 December 2020 689,585 155,270 205,843 380,480 107,082 – – 8,470 – 94,355 1,641,085

ACCUMULATED 
AMORTISATION AND 
IMPAIRMENT LOSS

As at 1 January 2019 – – 96,478 301,199 34,437 10,151 7,574 11,206 1,086 – 462,131
Amortisation for the year – – 6,751 44,857 38,038 273 9,089 781 4,531 – 104,320
Impairment for the year 74,419 – – – – – – – – – 74,419
Disposal – – – – (202) – – – – – (202)
Disposal of subsidiaries  

(Note 32) – – – – – (10,424) – (7,905) – – (18,329)
Write off – – – – – – – (4,082) (860) – (4,942)
Exchange realignment – – (100) (1,350) 991 – – – (65) – (524)

As at 31 December 2019 and  
1 January 2020 74,419 – 103,129 344,706 73,264 – 16,663 – 4,692 – 616,873

Amortisation for the year – – 13,103 37,057 24,859 – 1,514 7,809 4,792 – 89,134
Impairment for the year 305,119 – – – – – – – – – 305,119
Disposal of subsidiaries  

(Note 31) – – (5,290) – (72,443) – (18,177) – (9,484) – (105,394)
Exchange realignment – – (174) (1,283) (220) – – – – – (1,677)

As at 31 December 2020 379,538 – 110,768 380,480 25,460 – – 7,809 – – 904,055

CARRYING AMOUNT
As at 31 December 2020 310,047 155,270 95,075 – 81,622 – – 661 – 94,355 737,030

As at 31 December 2019 810,533 153,366 97,239 37,057 233,183 – 1,515 – 13,149 – 1,346,042
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FOR THE YEAR ENDED 31 DECEMBER 2020

15. INTANGIBLE ASSETS (CONTINUED)
Notes:

(a) For the purpose of impairment testing, goodwill is allocated to CGUs identified as follows:

2020 2019
HK$’000 HK$’000

Visual effects production service 208,691 208,863
Post production service 85,186 85,186
360 degree digital capture technology application 16,170 321,291
Sales of hardware and solution service – 195,193

310,047 810,533

The recoverable amounts of the CGUs have been determined by the Directors on the basis of value-in-use calculations 

with reference to professional valuation reports issued by Knight Frank Asset Appraisal Limited (“KF”), an independent 

firm of professionally qualified valuers.

The value-in-use calculations for CGUs used cash flows projections based on latest financial budgets approved by the 

Group’s management covering a period of 5 years, which is consistent with the cash flows projections period in 2019, 

except for the 360 degree digital capture technology application CGU.

In 2019, the value-in-use for 360 degree digital capture technology application CGU was calculated using a cash flow 

projection based on a financial budgets covering a longer period of 7 years because the management considered 

the technology for this CGU was relatively new to the media industry, the development of the technology and related 

products required longer time (i) to crystalise its value (compared to the use of other relatively more mature technologies 

of the Group) and to be integrated with the Group’s technologies (e.g. virtual reality technology) to create synergistic 

value to the Group; and (ii) for the operations of this CGU to stabilise.

During the year, the outbreak of Covid-19 impacted the global economic environment and increased the uncertainty of 

future cash flows that could be generated by this CGU. The management did not think they could justify a cash flows 

projection cover a period longer than 5 years. Consequently, the projection period of 5 years was adopted.

The cash flow projections beyond the budget period are extrapolated using a growth rate of 2% to 2.5% (2019: 2% to 

2.5%), which do not exceed the long-term growth rates for the industry in the corresponding countries.
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FOR THE YEAR ENDED 31 DECEMBER 2020

15. INTANGIBLE ASSETS (CONTINUED)
Notes: (continued)

(a) (continued)

The key assumptions used for the value-in-use calculations are as follows:

2020

Visual effects 
production 

service 
CGU

Post 
production 

service 
CGU

360 degree 
digital capture 

technology 
application 

CGU

Sales of 
hardware 

and 
solution 
service 

CGU

Average revenue growth rate  
within budget period 19.3% 22.2% 22.5% N/A

Pre-tax discount rate 17.6% 20.6% 18.0% N/A
Average gross margin 15.9% 48.9% 36.1% N/A
Recoverable amount (HK$’000) 584,453 178,735 202,925 N/A

2019

Visual effects 
production 

service 
CGU

Post 
production 

service 
CGU

360 degree 
digital capture 

technology 
application 

CGU

Sales of 
hardware 

and 
solution 
service 

CGU

Average revenue growth rate within budget period 19.4% 30.1% 31.5% 52.4%
Pre-tax discount rate 17.0% 20.5% 17.8% 19.1%
Average gross margin 16.1% 43.9% 43.8% 36.7%
Recoverable amount (HK$’000) 615,869 172,117 586,816 594,250

The pre-tax discount rate and other key assumptions for the value-in-use calculation, as disclosed in the above table, 

relate to the estimation of cash inflows/outflows which include budgeted service revenue and gross margin. Such 

estimations are based on the CGUs’ past performance and the management’s expectations for the market development.

During the year, the global health emergency resulting from the Covid-19 pandemic has led to social distancing 

requirements and travel restriction measure been introduced in most territories, which has significantly impacted the 

travel, sports, concerts and other mass events which the 360 digital capture and live streaming services from the 360 

degree digital capture technology application CGU is dependent on.

Contracts in the 360 degree digital capture technology application CGU are generally characterised by short period of 

time between contracts, a significant slowdown in demand of services in Mainland of China, North America and other 

parts of the world led to the reduction in delivery of projects and the prospects of growth in this CGU. This places 

intense pressure on the business of 360 degree digital capture technology application CGU and causes an adverse 

impact on the estimated value-in-use of the 360 degree digital capture technology application CGU.
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15. INTANGIBLE ASSETS (CONTINUED)
Notes: (continued)

(a) (continued)

Accordingly, impairment loss on goodwill of HK$305,119,000 for 360 degree digital capture technology application CGU 

was recognised in profit or loss. (2019: impairment loss on goodwill in the aggregate of HK$57,218,000 for 360 degree 

digital capture technology application CGU and HK$17,201,000 for post production service CGU was recognised in 

profit or loss.)

If the budgeted gross margin used in the value-in-use calculation for the 360 degree digital capture technology 

application CGU had been 2% lower than management’s estimates at 31 December 2020 (i.e. 34.1% instead of 36.1%), 

and this reasonably possible change of 2% reduction in budgeted gross margin represents a reasonably possible 

reduction in sales price of 0.9% (i.e. revenue growth rate of 21.6% instead of 22.5%), the carrying amount of the CGU 

would have exceeded its recoverable amount by HK$315,815,000, resulting in an additional impairment loss against the 

goodwill allocated to 360 degree digital capture technology application CGU by HK$12,615,000.

If the pre-tax discount rate applied to the cash flow projections of this CGU had been 1% higher than management’s 

estimates (i.e. 19.0% instead of 18.0%), the carrying amount of the CGU would have exceeded its recoverable amount 

by HK$314,910,000, resulting in an additional impairment loss against goodwill for 360 degree digital capture technology 

application CGU by HK$11,710,000.

The recoverable amounts for the visual effects production service CGU, post production service CGU and 360 degree 

digital capture technology application CGU are HK$584,453,000, HK$178,735,000 and HK$202,925,000 respectively.

Except as described above, the recoverable amounts in relation to other CGUs determined by value-in-use calculations 

suggested that there was no impairment in the values of goodwill and other non-financial assets as at 31 December 

2020 and 2019. The management was of the opinion that a reasonably possible change in key assumptions for other 

CGUs on which the management had based its determination of the CGUs’ recoverable amount would not cause an 

impairment loss.

(b) Trademarks were considered as having indefinite useful lives as they are considered renewable at minimal costs. 

Trademarks will expire between 2021 and 2023. The Directors are of the opinion that the Group would renew the 

trademarks continuously and has the ability to do so. In the opinion of the Directors, the trademarks can provide 

continuing economic benefits to the Group taking into account (i) the long-term expected usage of the trademarks by the 

Group with reference to the history of operations and considering that such trademarks could be managed efficiently by 

another management team; and (ii) the long product life cycles for the trademarks.

The trademarks are allocated to the Group’s visual effects production business and 360 degree digital capture 

technology CGUs for the purpose of impairment testing, which are outlined as follows:

2020 2019
HK$000 HK$000

Visual effects production business 19,382 19,478
360 degree digital capture technology application 135,888 133,888

155,270 153,366
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FOR THE YEAR ENDED 31 DECEMBER 2020

15. INTANGIBLE ASSETS (CONTINUED)
Notes: (continued)

(c) Proprietary software mainly represented internally developed and purchased software to produce various visual effects.

The proprietary software is allocated to the Group’s visual effects production business CGU (2019: visual effects 

production business CGU and sales of hardware and solution service CGU) for the purpose of impairment testing. As 

further detailed in note 31 “Disposal of subsidiaries during the year”, certain proprietary software has been disposed of 

during the year.

(d) Participation rights represented the contractual rights to income arising from broadcasting movies and TV dramas.

The participation rights are allocated to CGUs in connection with respective movies and TV dramas involved.

(e) Patents mainly represent certain intellectual properties which are licensed including patents, trademarks and software.

Patents are allocated to the Group’s 360 degree digital capture technology application CGU for the purpose of 

impairment testing. Patents allocated to sales of hardware and solutions CGU was disposed of during the year, as further 

detailed in note 31 “Disposal of subsidiaries during the year”.

(f) Virtual human know-how represented the capitalised costs incurred directly attributable to the development of the virtual 

human and holograms of a well-known deceased singer.

The know-how was allocated to the CGU on virtual human and holograms which has been disposed of in the prior year.

(g) Backlog contracts represent revenue the Group expects to realise for sales of hardware and solution to be performed 

from existing signed contracts.

The backlog contracts are allocated to the Group’s CGU in connection with sales of hardware and solution services 

which has been disposed of during the year, as further detailed in note 31 “Disposal of subsidiaries during the year”.

(h) Licences for intellectual property rights granted to the Group include (i) an exclusive right of development, exploitation, 

production, publishing and distribution of the works of virtual human and holograms of a well-known deceased singer 

using three-dimensional technology and exploitation of these works in the entertainment business, which were allocated 

to the CGU on virtual human and holograms which has been disposed of in the prior year; and (ii) a right of development, 

sale/distribution and promotion of digital articles of merchandise (such as 360 degree video, interactive virtual reality, 

augmented reality environment experience, and similar immersive media content) incorporating the licensed material, 

which were allocated to the CGU on 360 degree digital capture technology application.

(i) Other licences represent the technology licences leased from third parties, which are amortised over the terms of the 

relevant licensing agreements.

(j) Film rights represent films produced or films production in progress by the Group. As at 31 December 2020, there is a 

film that was in production but no other produced film. Accordingly, no amortisation was recognised during the year. The 

film is internally produced by the Group, and the Group is subject to all retained profit generated from the film right, after 

shared by producers and other independent parties by certain percentage mentioned in the agreements between the 

Group and the other parties. The film is expected to be wide released in 2021, and upon the release, amortisation of the 

capitalised production costs will commence over the best estimate of its useful life.
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16. INTERESTS IN ASSOCIATES
2020 2019

HK$’000 HK$’000

Share of net assets 173,300 –
Amounts due from associates (Note) 205,937 157,741

379,237 157,741
Less: Accumulated impairment loss on amounts due from associates (114,133) (77,768)

265,104 79,973

The Group’s interests in associates are accounted for using the equity method in the consolidated financial 
statements.

Note:

The amounts due from associates are unsecured, interest-free and repayable on demand. In the opinion of the Directors, these 

amounts due from associates are unlikely to be repaid in the foreseeable future and are considered as long-term interests in 

associates, which are part of the Group’s net investments in the associates.

Management reassessed the ECL of amounts due from associates at the reporting date. Impairment loss on amounts due from 

associates of HK$36,365,000 (2019: HK$77,768,000), including share of losses of HK$11,377,000 (2019: HK$21,988,000) 

recognised in excess of investments in associates, were recognised for the year.
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16. INTERESTS IN ASSOCIATES (CONTINUED)
Details of the Group’s material associates are as follows.

Name of associate

Form of 
business 
structure

Place of 
incorporation and 
business

Particulars of 
issued and 
paid up capital

Effective equity 
interest attributable 
to the Group as at 
31 December 2020 
and 2019 Principal activity

Lead Turbo Limited Incorporated The British Virgin Islands US$10,000 44.59% (2019: 66.88%) Investment holdings
VR Technology (HK) Limited1 Incorporated Hong Kong HK$10,000 44.59% (2019: 66.88%) Investment holdings
深圳市虛擬現實技術有限公司1,2 Incorporated The PRC RMB153,895 40% (2019: 60%) VR hardware and solution services
深圳市虛擬現實科技有限公司1,2 Incorporated The PRC RMB10,000,000 40% (2019: 60%) VR hardware and solution services
深圳市維爾信息科技有限公司1,2 Incorporated The PRC RMB20,000,000 40% (2019: 60%) Online platform for VR solutions and 

services
Digital Domain Virtual Human Group Limited Incorporated The British Virgin Islands US$1 30% (2019: 30%) Investment holdings
Digital Domain (Taiwan) Company Limited3 Incorporated The British Virgin Islands/ 

Hong Kong
US$1 30% (2019: 30%) Investment holdings

Digital Domain Media (AM) Company Limited3 Incorporated Hong Kong HK$1 30% (2019: 30%) Virtual human business
虛谷未來科技(北京) 有限公司3 Incorporated The PRC RMB500,000 30% (2019: 30%) Virtual human business
DD & TT Company Limited4 Incorporated Hong Kong HK$55,000,000 18% (2019: 18%) Holding licence for intellectual  

property right of a well-known 
deceased singer

數字王國空間(北京)傳媒科技有限公司 Incorporated The PRC RMB5,084,746 34.42% (2019: 34.42%) VR Theatre

1 These associates are subsidiaries of Lead Turbo Limited. The Lead Turbo Group was partially disposed of by the Group 

during the year. Details refer to note 31.
2 89.71% equity interest in these associates are indirectly owned by Lead Turbo Limited and hence the Group’s effective 

equity interest in the associates is 40%.
3 These associates are wholly-owned subsidiaries of Digital Domain Virtual Human Group Limited (collectively the “Digital 

Domain Virtual Human Group”).
4 60% equity interest in this associate is held by Digital Domain Virtual Human Group Limited and hence the Group’s 

effective equity interest in the associate is 18%.
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16. INTERESTS IN ASSOCIATES (CONTINUED)
The summarised financial information in respect of the Group’s material associates below represents 
amounts shown in the associates’ financial statements adjusted by the Group to conform with HKFRSs for 
equity accounting purposes.

Lead Turbo Group
Digital Domain Virtual 

Human Group
數字王國空間(北京)
傳媒科技有限公司

2020 2019 2020 2019 2020 2019
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 31 December
Non-current assets 430,208 N/A 26,861 34,270 16,205 28,168
Current assets 51,456 N/A 5,599 9,589 33,103 18,741
Non-current liabilities – N/A – – – –
Current liabilities (86,360) N/A (140,004) (144,190) (100,281) (70,573)

Net assets/(liabilities) 395,304 N/A (107,544) (100,331) (50,973) (23,664)
Non-controlling interest (6,652) N/A 6,050 8,421 – –

Net assets/(liabilities) attributed to  
owners of the associates 388,652 N/A (101,494) (91,910) (50,973) (23,664)

Group’s share of net assets (Note) 173,300 N/A – – – –
Amounts due from associates, net of impairment 33,702 N/A 34,456 55,498 23,646 24,475

207,002 N/A 34,456 55,498 23,646 24,475

Included in the above amounts are:

Year ended 31 December
Revenue 21,482^ N/A 504 5,700 17,514 19,967
Loss for the period/year attribute to the  

owners of the associates (23,669)^ N/A (9,790) (26,818) (24,521) (40,508)
Other comprehensive income attributable to the  

owners of the associates (4,398)^ N/A 206 – (2,788) 269
Total comprehensive income attributable to the  

owners of the associates (28,067)^ N/A (9,584) (26,818) (27,309) (40,239)

Group’s share of loss (10,554) N/A – (8,045) – (13,943)

Group’s share of loss recognised as impairment  
on the Group’s long term interest in associates – N/A (2,937)* – (8,440)* –

Group’s share of other comprehensive income (1,961) N/A 62 – (960) 93 

^ The amounts disclosed are for the period from 1 August 2020 to 31 December 2020, subsequent to the completion of 

disposal of Lead Turbo Group for equity accounting purposes.

* The Group recognised share of losses for the year of HK$2,937,000 and HK$8,440,000 on the Group’s long-term 

interests in Digital Domain Virtual Human Group and 數字王國空間(北京)傳媒科技有限公司 respectively, in excess of its 
investments in these associates.
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16. INTERESTS IN ASSOCIATES (CONTINUED)
The carrying amount of the Group’s interests in all individually immaterial associates that are accounted 
for using the equity method, in aggregate, and the aggregate amount of the Group’s share of those 
associates’ profit or loss and other comprehensive income, are immaterial.

17. INTEREST IN A JOINT VENTURE
2020 2019

HK$’000 HK$’000

Share of net assets 46 4
Amount due from a joint venture – 2,878

46 2,882
Less: Accumulated impairment loss on amount due from a joint venture – (2,878)

46 4

As at 31 December 2019, the amount due from a joint venture was unsecured, interest-free and not 
repayable within twelve months after the end of reporting period, and accumulated impairment loss of 
HK$2,878,000 was recognised.

For the year ended 31 December 2020, write-off of amount due from a joint venture with gross carrying 
amount of HK$2,878,000 (2019: Nil) resulted in a decrease in loss allowance of HK$2,878,000 (2019: Nil).

Particulars of the material joint venture as at 31 December 2020 are as follows:

Company

Place of 
incorporation/

registration and 
business

Form of 
business 
structure

Percentage 
of ownership 

interest 
attributable to 

the Group Principal activity

Digital Domain IPing (Beijing)  
Media Technology Company Limited

The PRC Corporation 50% (2019:50%) Visual effects production



150

D
IG

ITAL D
O

M
AIN

 H
O

LD
IN

G
S LIM

ITED
              AN

N
UAL REPO

RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

17. INTEREST IN A JOINT VENTURE (CONTINUED)
The summarised financial information in respect of the Group’s material joint venture is set out below. 
The summarised financial information below represents amounts shown in the joint venture’s financial 
statements adjusted by the Group to conform with HKFRSs for equity accounting purposes. The joint 
venture is accounted for using the equity method in the consolidated financial statements.

Digital Domain IPing (Beijing) 
Media Technology 
Company Limited

2020 2019
HK$’000 HK$’000

At 31 December:
Current assets 1,460 1,375
Non-current assets – –
Current liabilities – –
Non-current liabilities – –

Net assets 1,460 1,375

Group’s share of net assets 46 4

Included in the above amounts are:
Cash and cash equivalents included in current assets 90 85

Year ended 31 December:
Revenue – –
Interest income – –
Taxation – –
Loss for the year – –
Other comprehensive income 85 (25)

Total comprehensive income 85 (25)

Group’s share of loss – –
Group’s share of other comprehensive income 42 (12)
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18. FINANCIAL ASSET MEASURED AT FAIR VALUE THROUGH OTHER 
COMPREHENSIVE INCOME
In 2018, the Group acquired the unlisted equity instrument at the consideration of US$25,000,000 
(equivalent to approximately HK$196,213,000). Accumulated fair value adjustment (downside) of 
HK$196,213,000 had been recognised in other comprehensive income since 2019.

The above investment represents an unlisted equity instrument which is held for medium or long-term 
strategic purpose. The Group irrevocably designated the investment in equity instrument as at fair value 
through other comprehensive income on its initial recognition as the Directors believed that this provided a 
more meaningful presentation for medium or long-term strategic investment, than reflecting changes in fair 
value immediately in profit or loss.

19. TRADE RECEIVABLES, OTHER RECEIVABLES AND PREPAYMENTS
2020 2019

HK$’000 HK$’000

Non-current portion:
Deposits 12,004 12,857
Consideration receivable (Note (iv)) 32,371 –

44,375 12,857

Current portion:
Trade receivables (Notes (i) and (ii)) 40,798 46,678
Consideration receivable (Note (iv)) 33,648 –
Other receivables (Notes (i) and (iii)) 57,433 66,003
Deposits (Note (i)) 2,750 5,307
Prepayments 20,028 51,686

154,657 169,674

Total trade receivables, other receivables and prepayment 199,032 182,531
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19. TRADE RECEIVABLES, OTHER RECEIVABLES AND PREPAYMENTS 
(CONTINUED)
Notes:

(i) The Directors consider that the carrying amounts of trade receivables, other receivables, and deposits approximate their 

fair values as at 31 December 2020 and 2019.

(ii) The Group normally allows an average credit period of 30 days (2019: 30 days) to trade customers. The ageing analysis 

of the Group’s trade receivables, net of allowance of impairment losses, based on the invoice date as of the end of 

reporting period, is as follows:

2020 2019
HK$’000 HK$’000

0 to 30 days 17,031 26,347
31 to 60 days 5,702 2,415
61 to 90 days 4,815 5,428
91 to 365 days 10,913 5,159
Over 365 days 2,337 7,329

40,798 46,678

No interest is charged on trade receivables.

(iii) As at 31 December 2020, included in other receivables is a receivable from an independent third party with gross 

carrying amount of approximately HK$30,548,000 related to income arising from broadcasting movies and TV dramas. 

The receivable is unsecured, interest free and repayable on demand.

As at 31 December 2019, included in other receivables from an independent third party is a receivable with gross 

carrying amount of approximately HK$51,440,000 related to income arising from broadcasting movies and TV dramas. 

The receivable is unsecured, interest bearing at 12% per annum and repayable in 2020. The amount has been fully 

settled during the year.

The Directors are of the opinion that, after taking into account the past payment history of the principal and related 

interest receivables, impairment of the other receivable of HK$6,121,000 (2019: HK$6,725,000) is made at the end of 

the reporting period.

(iv) The current and non-current portion of consideration receivables represents the carrying amount at the reporting date 

of 2nd and 3rd instalments of the consideration from disposal of subsidiaries. The amounts are secured by the 22.29% 

equity interests of the Lead Turbo Group, interest free and repayable on 1st and 2nd anniversary dates of the completion 

date of the disposal. Details refer to note 31.
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20. CONTRACT ASSETS AND CONTRACT LIABILITIES
(a) Contract assets

2020 2019
HK$’000 HK$’000

Contract assets arising from:   
Visual effects production service 17,802 13,170

Typical payment terms which impact on the amount of contract assets are as follows:

Services of visual effects production

The Group’s visual effects production includes payment schedules which require stage payments over 
the production period. These payment schedules prevent the build-up of significant contract assets.

The timing of recovery or settlement for contract assets as at 31 December 2020 is expected to be 
within one year.

The Group has applied the practical expedient to its sales contracts and therefore the above 
information does not include information about revenue that the Group will be entitled to when it 
satisfies the remaining performance obligations under the contracts that had an original expected 
duration of one year or less.

The movements in the loss allowance for impairment of contract assets are as follows:

2020 2019
HK$’000 HK$’000

At beginning of year – 1
Recognition/(reversal) of impairment losses 70 (1)

At end of year 70 –

An impairment analysis is performed at each reporting date using a provision matrix to measure ECLs. 
The provision rates for the measurement of the ECLs of the contract assets are based on those of the 
trade receivables as the contract assets and the trade receivables are from the same customer bases. 
The provision rates of contract assets are based on days past due of trade receivables appropriately 
grouped by similar loss pattern. The calculation reflects the probability weighted outcome, the time 
value of money, and reasonable and supportable information that is available at the reporting date 
about past events, current conditions and forecast of future economic conditions.
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20. CONTRACT ASSETS AND CONTRACT LIABILITIES (CONTINUED)
(a) Contract assets (continued)

Set out below is the information about the credit risk exposure on the Group’s contract assets using a 
provision matrix:

2020 2019
HK$’000 HK$’000

At 31 December 17,802 13,170

ECL rate 0.39% 0.01%

HK$’000 HK$’000

Gross carrying amount 17,872 13,170
ECLs (70) –

17,802 13,170

(b) Contract liabilities

2020 2019
HK$’000 HK$’000

Contract liabilities arising from:   
Visual effects production service 40,058 66,255
Sales of hardware and solution services – 618
Granting of licence for virtual reality contents 4,844 –

44,902 66,873

Typical payment terms which impact on the amount of contract liabilities are as follows:

Visual effects production service, sales of hardware and solution services and granting of licence for 
virtual reality contents

The Group received non-cancellable payment in advance from customers for services to be provided. 
Where discrepancies arise between the payments and the Group’s assessment of the stage of 
completion, contract liabilities can arise.
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20. CONTRACT ASSETS AND CONTRACT LIABILITIES (CONTINUED)
(b) Contract liabilities (continued)

Movements in contract liabilities

2020 2019
HK$’000 HK$’000

Balance as at 1 January 66,873 28,892
Decrease in contract liabilities as a result of recognising revenue during the  

year that was included in the contract liabilities at the beginning of the year (66,564) (28,892)
Increase in contract liabilities as a result of billing in advance of visual effects  

production service, sales of hardware and solution services and granting  
of licence for virtual reality contents 44,902 66,873

Disposed of through disposal of subsidiaries (Note 31) (309) –

Balance at 31 December 44,902 66,873

21. BANK BALANCES AND CASH
As at 31 December 2020, included in the bank balances and cash of the Group was an amount of 
HK$9,968,000 (2019: HK$68,876,000) which is denominated in Renminbi (“RMB”). RMB is not freely 
convertible into other currencies. However, under Mainland China’s Foreign Exchange Control Regulations 
and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is 
permitted to exchange RMB for other currencies through banks authorised to conduct foreign exchange 
business.
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22. TRADE PAYABLES, OTHER PAYABLES AND ACCRUALS
2020 2019

HK$’000 HK$’000

Trade payables 37,943 27,348
Other payables 66,654 25,347
Accruals 71,975 56,126

176,572 108,821

The Directors consider that the carrying amounts of trade payables, other payables and accruals 
approximate their fair values as at 31 December 2020 and 2019.

The ageing analysis of the Group’s trade payables based on invoice date as of the end of reporting period 
is as follows:

2020 2019
HK$’000 HK$’000

0 to 30 days 15,595 7,407
31 to 60 days 8,087 4,248
61 to 90 days 1,327 1,263
91 to 365 days 7,736 4,373
Over 365 days 5,198 10,057

37,943 27,348
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23. BORROWINGS
2020 2019

HK$’000 HK$’000

Current   
Bank loans due for repayment within one year (Notes (i)&(ii)) 114,933 32,494
Other loans (Note (iii)) 39,352 22,376

154,285 54,870

Non-current
Bank loans (Note (i)) 18,932 70,121
Other loans (Note (iv)) 123,377 149,394

142,309 219,515

Total borrowings 296,594 274,385

Representing:
– Bank loans and bank overdrafts 133,865 102,615
– Other loans 162,729 171,770

296,594 274,385

The Group’s borrowings consisted of the following:

(i) As at 31 December 2020, bank loans with principal amount of US$11,000,000 (equivalent to 
HK$85,282,000) (2019: US$9,000,000 (equivalent to HK$70,121,000)) were secured by bank 
deposits of the same amount placed in the banks and repayable within one year or on demand (2019: 
not repayable within 12 months from reporting date).

As at 31 December 2020, there were utilised facility loans with the principal amount of CAD5,779,000 
(equivalent to HK$35,181,000) (2019: CAD1,378,000 (equivalent to HK$8,263,000)) guaranteed 
by the subsidiaries of the Company. The balance of CAD4,065,000 (equivalent to HK$24,744,000) 
(2019: CAD1,378,000 (equivalent to HK$8,263,000) is repayable within one year or on demand. while 
the maturity date for remaining balance of CAD1,714,000 (equivalent to HK$10,437,000) (2019: Nil) is 
in August 2023.

During the year, certain loans granted under emergencies loan schemes from Covid-19 including 
a sum of US$1,064,000 (equivalent to HK$8,251,000) which may be subsequently waived upon 
fulfilment of certain conditions and CAD40,000 (equivalent to HK$244,000) unsecured loan. The loans 
are not repayable within 12 months from 31 December 2020.

As at 31 December 2019, bank loan with principal amount of RMB11,620,000 (equivalent to 
HK$13,001,000) is guaranteed by facilities from another subsidiary and secured by bank deposit. 
Another bank loan with principal amount of RMB5,650,000 (equivalent to HK$6,321,000) was 
secured by bank deposits. The loans were settled during the year.
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23. BORROWINGS (CONTINUED)
(ii) As at 31 December 2011, a bank loan granted to a then subsidiary of the Company (the “Subsidiary”) 

under the Special Loan Guarantee Scheme (the “SME loan”) of the Hong Kong Special Administrative 
Region Government (the “Government”) to the extent of HK$6,000,000. It represented a 5-year 
instalment loan which was 80% guaranteed by the Government and a corporate guarantee was 
provided to the bank by the Subsidiary’s immediate holding company which is also an indirect 
wholly-owned subsidiary of the Company as at 31 December 2020 and 2019, 2018, 2017, 2016, 
2015, 2014 and 2013.

According to the Company’s announcement dated 20 December 2010, the Group decided not 
to continue to finance its entertainment media business, and the Subsidiary, as one of the Group 
companies engaged in the entertainment media business, ceased its operation before 31 December 
2010, and ceased the instalment repayment of the SME loan which was due in December 2010. The 
aforesaid bank had issued a demand letter to the Subsidiary and stated that it might take any legal 
action against the Subsidiary in respect of the repayment of the SME loan.

During the year ended 31 December 2011, the Subsidiary and its immediate holding company further 
received a writ of summon from the Court of First Instance and the statement of claim from the 
legal representative of the plaintiff claiming for (i) outstanding principal amount and related overdue 
interest and (ii) cost of legal action in respect of the claim on a full indemnity basis to be taxed if not 
agreed and further or other relief (collectively the “Claim”). The entire outstanding SME loan as at 31 
December 2011 was classified under the current liabilities of the Group in the consolidated financial 
statements.

During the year ended 31 December 2012, a provisional liquidator was appointed for the Subsidiary 
by the order of the Official Receiver’s Office in July 2012 and thereafter the Group lost control of 
the Subsidiary which was therefore deconsolidated from the Group on the same date. During the 
year ended 31 December 2013, two joint and several liquidators were appointed in July 2013. 
Nevertheless, the obligation under the SME loan and the related accrued interest payable were borne 
by the immediate holding company of the Subsidiary (as the provider of the corporate guarantee). 
Accordingly, the SME loan and the related accrued interest payable were still included under the 
current liabilities of the Group as at 31 December 2020, 2019, 2018, 2017, 2016, 2015, 2014, 2013 
and 2012.

As at 31 December 2020, the carrying amount of the SME loan and the related accrued interest 
payable was HK$4,854,000 (2019: HK$4,854,000) and HK$12,842,000 (2019: HK$9,896,000), 
respectively. The related accrued interest payable was included in the Group’s trade payables, other 
payables and accruals as calculated in accordance with the loan agreement and the Claim. In the 
opinion of the Directors, the related cost of legal action and further or other relief in connection with 
the Claim cannot be measured reliably and hence no provision has been made as at 31 December 
2020 and 2019. No further action has been taken against the Group during the current year.

Up to the date of approval of these consolidated financial statements, the SME loan and the related 
accrued interest payable have not been settled nor has any negotiation been made with the bank. 
There was no corporate guarantee issued by the Company in favour of the Subsidiary nor the 
immediate holding company of the Subsidiary, and the Directors are of the opinion that adequate 
provisions and disclosures have been made in these consolidated financial statements, and the above 
matter in the non-repayment of the SME loan and the related accrued interest payable has no further 
material adverse financial impact to the Company or the Group.
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23. BORROWINGS (CONTINUED)
(iii) As at 31 December 2020, new other loans with the principal amount of US$429,000 (equivalent to 

HK$3,326,000) and HK$10,020,000 (2019: Nil) are unsecured, interest-bearing and repayable within 
12 months from 31 December 2020.

As at 31 December 2020, a secured loan facility was fully utilised with principal amount of 
US$3,354,000 (equivalent to HK$26,006,000) (2019: Nil) was secured by the security interest in all 
right, title and interest in a film investment.

As at 31 December 2019, there were loans with principal amount of RMB20,000,000 (equivalent 
to HK$22,376,000) provided by a non-controlling shareholder of a non-wholly owned subsidiary in 
accordance with the terms of sale and purchase agreement. The amount was derecognised upon 
disposal of subsidiaries. Refer to note 31.

(iv) As at 31 December 2020, two other loans with principal amounts of US$8,000,000 (equivalent to 
HK$62,022,000) (2019: US$8,000,000 (equivalent to HK$62,329,000)) and HK$34,290,000 (2019: 
HK$50,000,000), respectively, are interest-bearing at interest rate from prime rate quoted by a bank 
in Hong Kong and not repayable within 13 months from 31 December 2020.

As at 31 December 2020, one of other loans with a principal amount US$3,500,000 (equivalent to 
HK$27,065,000) (2019: US$3,500,000 (equivalent to HK$27,065,000)) is unsecured, interest-free and 
not repayable within 13 months from 31 December 2020.

As at 31 December 2019, a non-bank loan with the principal amount of HK$10,000,000 were 
unsecured, interest-free and not repayable within 13 months. The loan has been early settled during 
the year.

As at 31 December 2020 and 2019, all the loans of the Group are denominated in either HK$, RMB, 
Canadian dollar (“CAD”) or United States dollar (“US$”).

The bank loans bear floating interest rates at effective rates ranging from 2.25% to 6.25% (2019: 
4.57% to 6.25%) per annum.

The Directors consider that the carrying amounts of the Group’s bank borrowings and other loan 
approximate their fair values as at 31 December 2020 and 2019.
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23. BORROWINGS (CONTINUED)
At the end of the reporting period, total current and non-current bank loans and overdrafts were scheduled 
to repay as follows:

2020 2019
HK$’000 HK$’000

On demand or within one year 114,933 32,494
More than one year, but not exceeding two years 14,722 70,121
More than two years, but not exceeding five years 4,210 –
After five years – –

133,865 102,615

At the end of the reporting period, total current and non-current other borrowings (excluding lease 
liabilities) were scheduled to repay as follows:

2020 2019
HK$’000 HK$’000

On demand or within one year 39,352 22,376
More than one year, but not exceeding two years 123,377 149,394
More than two years, but not exceeding five years – –
After five years – –

162,729 171,770

Note:

The amounts due are based on the scheduled repayment dates in the loan agreements and ignore the effect of any repayment 

on demand clause.

The Group regularly monitors the compliance with these covenants, is up to date with the scheduled repayments of the term 

loans and does not consider it probable that the bank will exercise its discretion to demand repayment for so long as the 

Company continues to meet these requirements. Further details of the Group’s management of liquidity risk are set out in note 

41(b). As at 31 December 2020 none of the covenants relating to drawn down facilities had been breached.
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24. SHARE CAPITAL
Number of ordinary shares Amount

2020 2019 2020 2019
HK$’000 HK$’000

Ordinary shares of HK$0.01 each

Authorised:

As at 1 January 2019, 31 December 2019 and  
31 December 2020 of HK$0.01 each 75,000,000,000 75,000,000,000 750,000 750,000

Issued and fully paid ordinary shares:

As at 1 January of HK$0.01 each 34,073,816,258 26,731,511,340 340,737 267,314

Issue of shares on exercise of share options (Note (a)) 1,700,000 6,000,000 17 60

Issue of shares on placement (Note (b)) – 7,323,600,000 – 73,236

Issue of shares for acquisition of intangible assets  
completed in previous years (Note (c)) – 12,704,918 – 127

As at 31 December 34,075,516,258 34,073,816,258 340,754 340,737

Notes:

(a) During the year, 1,700,000 (2019: 6,000,000) new ordinary shares of par value HK$0.01 each were issued to the share 

option holders of the Company at a conversion price of HK$0.046 (2019: HK$0.098) each and the conversion gave rise 

to a credit of HK$61,000 (2019: HK$519,000) to the share premium account.

(b) On 12 April 2019, 5,323,600,000 new ordinary shares of par value HK$0.01 each were issued at subscription price 

of HK$0.104 each to an independent third party of the Group at an aggregate consideration of HK$553,556,000 

net of issuing expenses, of which HK$53,236,000 was credited to the share capital and the remaining balance 

of HK$500,320,000 was credited to the share premium account. Further details were set out in the Company’s 

announcements dated 22 March 2019 and 12 April 2019.

On 25 July 2019, 2,000,000,000 new ordinary shares of par value HK$0.01 each were issued at placing price 

of HK$0.104 each to independent third parties of the Group at an aggregate consideration of HK$205,806,000 

net of issuing expenses, of which HK$20,000,000 was credited to the share capital and the remaining balance 

of HK$185,806,000 was credited to the share premium account. Further details were set out in the Company’s 

announcements dated 3 July 2019, 18 July 2019 and 25 July 2019.

(c) On 9 December 2019, the Company issued 12,704,918 shares of the Company as part of the consideration for the 

acquisition of intangible assets during the year ended 31 December 2016, resulting in a balance of HK$7,580,000 

credited to share premium account. Further details were set out in the Company’s announcement dated 9 December 

2019.
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25. RESERVES
Company

Share 
premium

Contributed 
surplus

Share 
options 
reserve

Deferred 
shares 

reserve
Accumulated 

losses Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(Note (i)) (Note (iv)) (Note (v)) (Note (vi))

As at 1 January 2019 1,290,487 594,690 169,132 7,767 (1,051,262) 1,010,814
Recognition of equity-settled  

share-based payment expenses – – 5,113 – – 5,113
Issue of shares on placement, net of expenses 686,126 – – – – 686,126
Issue of shares for acquisition of intangible 

assets completed in previous years 7,580 – – (7,767) – (187)
Issue of shares on exercise of share  

options, net of expenses 519 – (206) – 206 519
Loss and total comprehensive income  

for the year – – – – (621,839) (621,839)

As at 31 December 2019 and 1 January 2020 1,984,712 594,690 174,039 – (1,672,895) 1,080,546

Recognition of equity-settled  
share-based payment expenses – – 7,943 – – 7,943

Issue of shares on exercise of  
share options, net of expenses 61 – (33) – 33 61

Loss and total comprehensive income  
for the year – – – – (1,084,504) (1,084,504)

As at 31 December 2020 1,984,773 594,690 181,949 – (2,757,366) 4,046

Notes:

(i) Share premium

The application of the share premium account is governed by Section 40 of the Bermuda Companies Act.

(ii) FVOCI reserve

The FVOCI reserve represents fair value reserve comprises the cumulative net change in the fair value of equity 

investment designated at FVOCI under HKFRS 9 that are held at the end of the reporting period.

(iii) Buildings revaluation reserve

Buildings revaluation reserve arose in 2005 upon the fair value adjustment when the Group reclassified its land and 

buildings as investment properties.
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25. RESERVES (CONTINUED)
Notes: (continued)

(iv) Contributed surplus

Contributed surplus of the Group represents the net balance of (i) the credit arising from the capital reorganisation of 

the Company during the year ended 31 December 2009 and 2017 (the “Capital Reorganisation”) which was transferred 

to the contributed surplus account and; (ii) all amounts standing to the credit of the share premium account of the 

Company immediately after the Capital Reorganisation were cancelled and the credit arising therefrom was transferred to 

the contributed surplus. Both took place in the year ended 31 December 2009 and 2017.

In addition to the retained profits, under the Companies Act of Bermuda (as amended), contributed surplus is also 

available for distribution to shareholders. However, the Company cannot declare or pay a dividend, or make a 

distribution out of contributed surplus if:

(a) the Company is, or would after the payment be, unable to pay its liabilities as they become due; or

(b) the realisable value of the Company’s assets would thereby be less than the aggregate of its liabilities and its 

issued share capital and share premium account.

(v) Share options reserve

This reserve represents cumulative expenses recognised on the granting of unexercised share options to the participants 

over the vesting period.

(vi) Deferred shares reserve

The reserve represents the shares to be issued as part of the considerations for the acquisition of intangible assets 

during the year ended 31 December 2016. On 9 December 2019, shares of HK$7,767,000 were issued, being the third 

and final instalment for the acquisition. As at 31 December 2020, there is no deferred shares to be issued (2019: Nil).

(vii) Exchange fluctuation reserve

This reserve comprises all foreign exchange differences arising from the translation of the financial statements of 

foreign operations. The reserve is dealt with in accordance with the accounting policy in note 4 “Translation of foreign 

currencies”.

(viii) Other reserve

This reserve represents (i) the contributed surplus reserve of an associate established in the PRC, where the change 

in net assets attributable to the Group in relation to the change in ownership interests in the associate through cash 

injection by the Group and other investors of the associate; and (ii) the capital contribution to a non-wholly owned 

subsidiary from a non-controlling shareholder, which was transferred to accumulated losses of the Group upon disposal 

of the non-wholly owned subsidiary, details refer to note 31.
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26. SHARE-BASED PAYMENT TRANSACTIONS
The Company operates the following equity-settled share option arrangements:

(i) Share option scheme

On 27 April 2012, a new 10-year share option scheme was adopted and amended on 3 April 2014 
(the “Option Scheme”). Pursuant to the Option Scheme, the board is authorised to grant options to 
any Directors, employees and those persons of the Group who have contributed or will contribute to 
the Group as incentive schemes and rewards.

On 24 April 2019, 130,000,000 share options (“Options”) were conditionally granted to employees 
of the Group. 109,999,999 Options have immediately vested on 24 April 2019, while 6,666,667 
Options, 3,333,333 Options, 6,666,667 Options and remaining 3,333,334 Options will be vested on 
29 February 2020, 24 April 2020, 28 February 2021 and 24 April 2021, respectively. All Options are 
exercisable from their respective vesting dates until 23 April 2029. The exercise price of the Options 
is HK$0.130, being the average closing price of the Company’s ordinary shares for the five business 
days immediately before 24 April 2019.

On 21 May 2020, 478,000,000 Options were conditionally granted to employees of the Group, 
292,200,000 Options have immediately vested on 21 May 2020, while 92,200,000 Options and 
93,600,000 Options will be vested on 21 May 2021 and 21 May 2022 respectively. All Options are 
exercisable from their respective vesting dates until 20 May 2030. The exercise price of the Options is 
HK$0.046 per share, being the closing price of the Company’s ordinary shares on 21 May 2020.

During the year, no Options (2019: Nil) were forfeited and 1,700,000 Options (2019: 6,000,000) 
were exercised and the weighted average share price at the dates of exercise was HK$0.098 (2019: 
HK$0.098), the average remaining contractual life is 5.73 years (2019: 5.75 years).

The fair value of services received in return for the grant on the grant date is measured by reference 
to the fair value of share options granted. The fair value of the share options granted on 21 May 2020 
is determined based on binomial option pricing model. The weighted average fair value of each option 
granted during the year was HK$0.021.

The key valuation parameters are as follows:

Share price at grant date HK$0.046
Exercise price HK$0.046
Expected volatility 50%
Life of the share options 10 years
Expected dividend yield 0%
Risk-free rate 0.58%
Forfeiture rate 5.5%
Suboptimal exercise behaviour multiple 2.5
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26. SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)
(i) Share option scheme (continued)

Expected volatility is determined by considering the historical share price movement of the Company. 
Expected dividend yield is determined from the Company’s historical payment of dividends. Risk-free 
rate is the average forecast rate obtained from Hong Kong Government Bonds. Forfeiture rate 
is determined from the Group’s historical employee share options exit rate. Suboptimal exercise 
behaviour multiple is based on the Company’s historical employee share options early exercise 
multiples.

The fair value of equity-settled share options is estimated through the use of option valuation models 
which require various inputs and assumptions. The value of options is subjective and may be 
uncertain as it is affected by assumptions applied and with regard to the limitation of the valuation 
model. Some of the inputs are based on estimates derived from historical information of the Group, 
such as suboptimal exercise behaviour. In this regard, using different input estimates could produce 
different option values, which would result in the recognition of a higher or lower expense.

There were no market vesting conditions associated with the share options granted.

The Group recognised a share option expense in connection to all share options granted in current 
and prior years of approximately HK$7,943,000 (2019: HK$5,113,000) during the year ended 31 
December 2020.

The following tables disclose movements in the Company’s share options during the years ended 31 
December 2020 and 2019:
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26. SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)
(i) Share option scheme (continued)

2020

Name or 
category of 
participants

At 
1 January 

2020

Granted 
during 

the year

Exercised 
during 

the year

Forfeited/
lapsed 
during 

the year

At 
31 December 

2020
Date of 
grant Exercise period

Exercise 
price per 

share 
(HK$)

Directors
Seah Ang 100,000,000 – – – 100,000,000 23 July 2014 28 May 2017 to 27 May 2024 0.098
Wang Wei-Chung 1,666,667 – – – 1,666,667 29 Jan 2016 29 Jan 2016 to 28 Jan 2026 0.413

1,666,667 – – – 1,666,667 29 Jan 2016 29 Jan 2017 to 28 Jan 2026 0.413
1,666,666 – – – 1,666,666 29 Jan 2016 29 Jan 2018 to 28 Jan 2026 0.413

Employees,  
in aggregate

– 2014 644,730,000 – – – 644,730,000 28 May 2014 28 May 2017 to 27 May 2024 0.098
– 2015 20,990,000 – – – 20,990,000 6 May 2015 6 May 2015 to 5 May 2025 1.320

20,000,000 – – – 20,000,000 6 May 2015 6 May 2016 to 5 May 2025 1.320
19,000,000 – – – 19,000,000 6 May 2015 6 May 2017 to 5 May 2025 1.320

– 2016 91,500,010 – – – 91,500,010 29 Jan 2016 29 Jan 2016 to 28 Jan 2026 0.413
81,499,998 – – – 81,499,998 29 Jan 2016 29 Jan 2017 to 28 Jan 2026 0.413
75,833,327 – – – 75,833,327 29 Jan 2016 29 Jan 2018 to 28 Jan 2026 0.413
50,000,000 – – – 50,000,000 22 Jun 2016 22 Jun 2017 to 21 Jun 2026 0.495
50,000,000 – – – 50,000,000 22 Jun 2016 22 Jun 2018 to 21 Jun 2026 0.495
16,666,692 – – – 16,666,692 29 Jul 2016 29 Jul 2016 to 28 Jul 2026 0.566
11,699,998 – – – 11,699,998 29 Jul 2016 29 Jul 2017 to 28 Jul 2026 0.566

8,433,324 – – – 8,433,324 29 Jul 2016 29 Jul 2018 to 28 Jul 2026 0.566
– 2019 109,999,999 – – – 109,999,999 24 Apr 2019 24 Apr 2019 to 23 Apr 2029 0.130

6,666,667 – – – 6,666,667 24 Apr 2019 29 Feb 2020 to 23 Apr 2029 0.130
3,333,333 – – – 3,333,333 24 Apr 2019 24 Apr 2020 to 23 Apr 2029 0.130
6,666,667 – – – 6,666,667 24 Apr 2019 28 Feb 2021 to 23 Apr 2029 0.130
3,333,334 – – – 3,333,334 24 Apr 2019 24 Apr 2021 to 23 Apr 2029 0.130

– 2020 – 292,200,000 (1,700,000) – 290,500,000 21 May 2020 21 May 2020 to 20 May 2030 0.046
– 92,200,000 – – 92,200,000 21 May 2020 21 May 2021 to 20 May 2030 0.046
– 93,600,000 – – 93,600,000 21 May 2020 21 May 2022 to 20 May 2030 0.046

Others
Amit Chopra 48,000,000 – – – 48,000,000 28 May 2014 28 May 2017 to 27 May 2024 0.098

5,000,000 – – – 5,000,000 6 May 2015 6 May 2015 to 5 May 2025 1.320
5,000,000 – – – 5,000,000 6 May 2015 6 May 2016 to 5 May 2025 1.320
5,000,000 – – – 5,000,000 6 May 2015 6 May 2017 to 5 May 2025 1.320

33,333,334 – – – 33,333,334 7 Jun 2016 29 Jan 2016 to 28 Jan 2026 0.413
33,333,333 – – – 33,333,333 7 Jun 2016 29 Jan 2017 to 28 Jan 2026 0.413
33,333,333 – – – 33,333,333 7 Jun 2016 29 Jan 2018 to 28 Jan 2026 0.413

Wei Ming 300,000,000 – – – 300,000,000 1 Jun 2017 13 Feb 2017 to 12 Feb 2027 0.469

1,788,353,349 478,000,000 (1,700,000) – 2,264,653,349

Weighted average 
exercise price

HK$0.308 HK$0.046 HK$0.046 N/A HK$0.253
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26. SHARE-BASED PAYMENT TRANSACTIONS (CONTINUED)
(i) Share option scheme (continued)

2019

Name or 
category of 
participants

At 
1 January 

2019

Granted 
during 

the year

Exercised 
during 

the year

Forfeited/
lapsed 
during 

the year

At 
31 December 

2019
Date of 
grant Exercise period

Exercise 
price per 

share 
(HK$)

Directors
Seah Ang 100,000,000 – – – 100,000,000 23 July 2014 28 May 2017 to 27 May 2024 0.098
Wang Wei-Chung 1,666,667 – – – 1,666,667 29 Jan 2016 29 Jan 2016 to 28 Jan 2026 0.413

1,666,667 – – – 1,666,667 29 Jan 2016 29 Jan 2017 to 28 Jan 2026 0.413
1,666,666 – – – 1,666,666 29 Jan 2016 29 Jan 2018 to 28 Jan 2026 0.413

Amit Chopra 48,000,000 – – – 48,000,000 28 May 2014 28 May 2017 to 27 May 2024 0.098
5,000,000 – – – 5,000,000 6 May 2015 6 May 2015 to 5 May 2025 1.320
5,000,000 – – – 5,000,000 6 May 2015 6 May 2016 to 5 May 2025 1.320
5,000,000 – – – 5,000,000 6 May 2015 6 May 2017 to 5 May 2025 1.320

33,333,334 – – – 33,333,334 7 Jun 2016 29 Jan 2016 to 28 Jan 2026 0.413
33,333,333 – – – 33,333,333 7 Jun 2016 29 Jan 2017 to 28 Jan 2026 0.413
33,333,333 – – – 33,333,333 7 Jun 2016 29 Jan 2018 to 28 Jan 2026 0.413

Wei Ming 300,000,000 – – – 300,000,000 1 Jun 2017 13 Feb 2017 to 12 Feb 2027 0.469

Employees,  
in aggregate

– 2014 650,730,000 – (6,000,000) – 644,730,000 28 May 2014 28 May 2017 to 27 May 2024 0.098
– 2015 20,990,000 – – – 20,990,000 6 May 2015 6 May 2015 to 5 May 2025 1.320

20,000,000 – – – 20,000,000 6 May 2015 6 May 2016 to 5 May 2025 1.320
19,000,000 – – – 19,000,000 6 May 2015 6 May 2017 to 5 May 2025 1.320

– 2016 91,500,010 – – – 91,500,010 29 Jan 2016 29 Jan 2016 to 28 Jan 2026 0.413
81,499,998 – – – 81,499,998 29 Jan 2016 29 Jan 2017 to 28 Jan 2026 0.413
75,833,327 – – – 75,833,327 29 Jan 2016 29 Jan 2018 to 28 Jan 2026 0.413
50,000,000 – – – 50,000,000 22 Jun 2016 22 Jun 2017 to 21 Jun 2026 0.495
50,000,000 – – – 50,000,000 22 Jun 2016 22 Jun 2018 to 21 Jun 2026 0.495
16,666,692 – – – 16,666,692 29 Jul 2016 29 Jul 2016 to 28 Jul 2026 0.566
11,699,998 – – – 11,699,998 29 Jul 2016 29 Jul 2017 to 28 Jul 2026 0.566

8,433,324 – – – 8,433,324 29 Jul 2016 29 Jul 2018 to 28 Jul 2026 0.566
– 2019 – 109,999,999 – – 109,999,999 24 Apr 2019 24 Apr 2019 to 23 Apr 2029 0.130

– 6,666,667 – – 6,666,667 24 Apr 2019 29 Feb 2020 to 23 Apr 2029 0.130
– 3,333,333 – – 3,333,333 24 Apr 2019 24 Apr 2020 to 23 Apr 2029 0.130
– 6,666,667 – – 6,666,667 24 Apr 2019 28 Feb 2021 to 23 Apr 2029 0.130
– 3,333,334 – – 3,333,334 24 Apr 2019 24 Apr 2021 to 23 Apr 2029 0.130

1,664,353,349 130,000,000 (6,000,000) – 1,788,353,349

Weighted average 
exercise price

HK$0.321 N/A HK$0.098 N/A HK$0.308

(ii) Option granted under general mandate

No option was granted under general mandate during the year (2019: Nil).
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27. STATEMENT OF FINANCIAL POSITION OF THE COMPANY
As at 31 December 2020

2020 2019
Notes HK$’000 HK$’000

Non-current assets   
Property, plant and equipment 13 24
Interests in subsidiaries 371,494 1,287,384

371,507 1,287,408

Current assets
Other receivables and prepayments 1,771 2,180
Bank balances and cash 2,817 138,206

4,588 140,386

Current liabilities
Other payables and accruals 21,275 6,511
Borrowings 10,020 –

31,295 6,511

Net current (liabilities)/assets (26,707) 133,875

Total assets less current liabilities 344,800 1,421,283

NET ASSETS 344,800 1,421,283

Capital and reserves
Share capital 24 340,754 340,737
Reserves 25 4,046 1,080,546

TOTAL EQUITY 344,800 1,421,283

On behalf of the Board On behalf of the Board

Seah Ang Duan Xiongfei
Director Director
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28. SUBSIDIARIES
Particulars of the Company’s material subsidiaries as at 31 December 2020 and 2019 are as follows:

Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

Choice Excel Holdings Limited The British Virgin Islands US$100 – 85% Investment holdings

Chosen Elite Holdings Limited The British Virgin Islands US$1 100% – Investment holdings

City Trend International Limited The British Virgin Islands US$1 100% – Investment holdings

Cosmos Glory Limited Hong Kong HK$27,392,698 – 85% Investment holdings

COTC Productions, Inc. USA US$10 – 51% Film investment and production

Creation Smart Investments Limited The British Virgin Islands US$1 100% – Investment holdings

DD Asset Management (BVI) Limited The British Virgin Islands US$1 – 100% Investment holdings

DD Fengshu Media Limited Hong Kong HK$1 – 100% Dormant

DD Holdings US, LLC USA US$35,000,000 – 100% Investment holdings

DD Investments US, Inc. USA US$1 – 100% Dormant

DD Licensing (HK) Limited Hong Kong HK$1 – 100% Investment holdings

DD Licensing (US), Inc. USA US$1 – 100% Dormant

DD Licensing Limited The British Virgin Islands US$1 – 100% Investment holdings

DD Micoy, Inc. USA US$1 – 100% Holding assets

DDH Assets Limited The British Virgin Islands US$1 100% – Investment holdings

DDHU Management Limited The British Virgin Islands US$1 – 100% Investment holdings

DDI Visuals Private Limited India INR1,000 – 100% Visual effects production

DDPO (BVI) Company Limited The British Virgin Islands US$1 – 100% Investment holdings

DDR (US), LLC USA US$50,000,000 – 100% Investment holdings
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

DDVR, Inc. USA US$1 – 100% Investment holdings and  
virtual reality businesses

Digital Domain (International) Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain 3.0 Virtual Performer  
Productions (BC) Ltd.

Canada CAD100 – 100% Dormant

Digital Domain 3.0, Inc. USA US$50 – 100% Visual effects production

Digital Domain Assets Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain Broadcasting (Hong Kong) Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain Broadcasting Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Consultancy Limited Hong Kong HK$1 – 100% Provision of management 
services

Digital Domain Content (Hong Kong) Limited Hong Kong HK$1 – 100% Virtual reality content business

Digital Domain Content Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Content Studio, Inc. USA US$1 – 100% Investment holdings

Digital Domain Development Limited The British Virgin Islands US$1 100% – Investment holdings

Digital Domain Development Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain Distribution (Hong Kong) Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Distribution Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Education (HK) Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Education Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Enterprise Limited The British Virgin Islands US$1 100% – Investment holdings

28. SUBSIDIARIES (CONTINUED)
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

Digital Domain Enterprises Group (BVI) Limited The British Virgin Islands US$1 100% – Investment holdings

Digital Domain Enterprises Group Limited Hong Kong HK$1 – 100% Virtual human business

Digital Domain Entertainment (HK) Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain Entertainment Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Group Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Interactive, LLC USA – – 100% Virtual reality business

Digital Domain International Limited The British Virgin Islands US$1 100% – Investment holdings

Digital Domain Investments (BVI) Limited The British Virgin Islands US$1 100% – Investment holdings

Digital Domain Investments Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Management Limited Hong Kong HK$100 – 100% Dormant

Digital Domain Music (HK) Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Music Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Network Technology  
(Hong Kong) Limited

Hong Kong HK$1 – 100% Dormant

Digital Domain Network Technology Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Pictures (HK) Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Pictures Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Production (HK) Limited Hong Kong HK$1 – 100% TV drama investment

Digital Domain Production Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Productions 3.0 (BC), Ltd. Canada CAD1 – 100% Visual effects production

28. SUBSIDIARIES (CONTINUED)
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

Digital Domain Productions Québec, Ltd. Canada CAD100 – 100% Visual effects production

Digital Domain Resources Limited Hong Kong HK$2 – 100% Provision of management 
services

Digital Domain Studio (HK) Limited Hong Kong HK$1 – 100% Dormant

Digital Domain Studio Limited The British Virgin Islands US$1 – 100% Investment holdings

Digital Domain Technology (US), Inc. USA US$1 – 100% Virtual reality business

Digital Domain Technology Limited Hong Kong HK$1 – 100% Investment holdings

Digital Domain Trading Limited Hong Kong HK$1 – 100% Dormant

Digital Domain VFX Holdings Limited The British Virgin Islands US$1 – 100% Dormant

Digital Domain Virtual Human (HK) Limited Hong Kong HK$1 – 80% Investment holdings

Digital Domain Virtual Human (US), Inc. USA US$1 – 80% Software development and 
research

Digital Domain Virtual Human Holdings Limited The British Virgin Islands US$2,000,160 – 80% Investment holdings

Digital Domain Virtual Human Productions 
(BC), Ltd.

Canada CAD1 – 80% Software development and 
research

Digital Domain Virtual Reality Holdings Limited The British Virgin Islands US$1 100% – Investment holdings

Digital Domain YK (HK) Company Limited Hong Kong HK$1 – 100% Dormant

Digital Domain YK Company Limited The British Virgin Islands US$1 – 100% Investment holdings

Driven Global Holdings Limited The British Virgin Islands US$1 100% – Investment holdings

Ever Champ Management Limited The British Virgin Islands US$1 100% – Investment holdings

28. SUBSIDIARIES (CONTINUED)
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

Ever Ultra Limited The British Virgin Islands US$100 – 100% Investment holdings

Ever Union Medical Services Group Limited Hong Kong HK$100 – 100% Investment holdings

Ever Union Services Development Limited Hong Kong HK$100 – 100% Investment holdings and 
provision of consultancy 
services

Four Pillars Entertainment, Inc. USA US$1 – 51% Film investment and  
production

Four Pillars Media Development, Inc. USA US$1 – 51% Film investment and  
production

Golden Stream Global Limited The British Virgin Islands US$1 100% – Investment holdings

IM360 Entertainment Inc. Canada CAD7,307,647 – 91.71% Interactive media technology 
through 360 degree video

Immersive Licensing, Inc. USA US$1,000 – 83.10% Manage intellectual property 
licences and trademarks

Immersive Media Company USA US$15 – 83.10% Interactive media technology 
through 360 degree video

Immersive Ventures Inc. Canada CAD11,108,656 – 83.10% Interactive media technology 
through 360 degree video

Impala 2020 Pty Ltd# Australia AUD12 – 51% Film investment and  
production

Impala Productions (BC), Ltd.# Canada CAD1 – 51% Film investment and  
production

Lucrative Skill Holdings Limited The British Virgin Islands US$100 – 85% Investment holdings

Mothership Media, Inc. USA US$0.01 – 100% Visual effects production

28. SUBSIDIARIES (CONTINUED)
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

Post Production Office Limited Hong Kong HK$16,993,446 – 85% Investment holdings

Praya Star Limited The British Virgin Islands US$1 – 100% Investment holdings

Rise Honour Development Limited Hong Kong HK$1 – 100% Investment holdings

Ritzy Moment Limited The British Virgin Islands US$1 – 100% Investment holdings

S. I. Travel Group Limited The British Virgin Islands/ 
Hong Kong

US$1 100% – Trading

Sun Innovation International Group Limited The British Virgin Islands US$1 100% – Investment holdings

Sun Innovation Management Services Limited Hong Kong HK$2 100% – Provision of management 
services

Sun Innovation Properties Holdings Limited The British Virgin Islands US$2 100% – Investment holdings

Tower Talent Holdings Limited The British Virgin Islands US$1 – 100% Investment holdings

Treasure Well Development Limited The British Virgin Islands US$1 100% – Investment holdings

Upfield Sky Limited The British Virgin Islands US$10,000 – 100% Investment holdings

Vibrant Global Group Limited The British Virgin Islands US$1 100% – Investment holdings

Virtue Global Holdings Limited The British Virgin Islands US$1 – 100% Investment holdings

Well Venture Holdings Limited Hong Kong HK$1 – 100% Securities investment and 
investment holding

28. SUBSIDIARIES (CONTINUED)
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Company

Country or place of 
incorporation and 
establishment/
operation

Issued 
share capital/

paid up capital

Effective equity 
interest attributable to 

the Company as at 
31 December 

2020 and 2019 Nature of business
Direct Indirect

長和技術發展(深圳)有限公司 The PRC RMB5,493,649 – 100% Provision of consultancy 
services

數字王國文霆(北京)文化傳媒有限公司 The PRC RMB54,298,282 – 85% Visual effects production 
and post production

數字王國朝霆(上海)文化傳媒有限公司 The PRC RMB23,916,998 – 85% Visual effects production 
and post production

數字王國(深圳)科技發展有限公司˚ The PRC HK$10,960,000 – 100% Visual effects production

Notes:

# These subsidiaries were newly incorporated/established during the year.

° The company is a wholly-foreign-owned-enterprise. The entire registered capital amounted to HKD16,100,000, and the 

remaining balance of registered capital is required to be paid on or before 23 January 2034.

All the above are limited liability companies.

Unless otherwise stated, the above subsidiaries’ places of operations are the same as their respective 
places of incorporation/establishment.

None of the subsidiaries had issued any debt securities during the year.

28. SUBSIDIARIES (CONTINUED)
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29. NON-CONTROLLING INTEREST
The following table lists out the information relating to Immersive Ventures Inc., IM360 Entertainment 
Inc., Lead Turbo Limited, Four Pillars Entertainment, Inc., Digital Domain Virtual Human Holdings Limited, 
COTC Productions, Inc. and Lucrative Skill Holdings Limited, subsidiaries of the Company which have 
material NCI. The summarised financial information presented below represents the amounts before any 
inter-company elimination.

Immersive 
Ventures Inc.

IM360 
Entertainment Inc.

Lead Turbo 
Limited#

Four Pillars 
Entertainment, Inc.

Digital Domain Virtual 
Human Holdings Limited

COTC 
Productions, Inc.

Lucrative Skill 
Holdings Limited

DD & TT
Company Limited*

2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 31 December:
NCI percentage 16.9% 16.9% 8.281% 8.281% 33.12% 33.12% 49% 49% 20% 20% 51.55% N/A 15% 15% N/A 40%

Non-current assets 194,860 196,864 5,346 5,871 – 212,094 557 2,301 60,733 17,137 – N/A 35,402 48,681 N/A –
Current assets 279 539 31,514 31,154 – 61,784 83,218 9,683 3,467 16,571 102,871 N/A 82,455 81,530 N/A –
Non-current liabilities (46,498) (46,379) – – – (19,992) (65) – – – – N/A (4,109) (12,450) N/A –
Current liabilities (93,085) (90,715) (42,987) (42,373) – (63,829) (99,668) (16,932) (83,207) (28,926) (104,181) N/A (281,374) (254,994) N/A –

Net assets/(liabilities) 55,556 60,309 (6,127) (5,348) – 190,057 (15,958) (4,948) (19,007) 4,782 (1,310) N/A (167,626) (137,233) N/A –

Accumulated NCI (Note) 9,388 10,192 (507) (443) – 62,947 (7,820) (2,424) (3,802) 956 (675) N/A (25,144) (20,585) N/A –

Year ended 31 
December:

Revenue – 30 – – 3,022 79,054 – – – – – N/A 63,028 43,018 N/A 517

(Loss)/profit for the year (6,904) (7,921) (666) (407) (34,126) (14,557) (11,039) (4,976) (23,404) (1,933) (1,310) N/A (31,242) (63,867) N/A (418)

Total comprehensive income (4,753) (1,748) (779) (625) (34,931) (17,243) (11,010) (4,948) (23,789) (2,086) (1,310) N/A (30,393) (65,165) N/A (418)

(Loss)/profit allocated to NCI 
(Note) (1,167) (1,339) (55) (34) (11,302) (4,821) (5,409) (2,438) (4,681) (386) (675) N/A (4,687) (9,582) N/A (166)

Total comprehensive income 
allocated to NCI (Note) (804) (296) (64) (52) (11,569) (5,711) (5,396) (2,424) (4,758) (417) (675) N/A (4,559) (9,776) N/A (166)

Dividend paid to NCI – – – – – – – – – – – N/A – – N/A –

Net cash (outflows)/inflows 
from operating activities 10 (9) (67) (60) (14,006) (23,484) (3,795) 6,037 7,740 (4,350) (16,969) N/A 10,768 21,357 N/A (177)

Net cash inflow/(outflows) 
from investing activities – – – – (11,295) 26,059 (5) (728) (7,929) (11,206) – N/A (2,594) (7,273) N/A –

Net cash inflows/(outflows) 
from financing activities – – – – – 51,557 65 – – 15,685 26,006 N/A (19,322) 8,243 N/A  –

# Lead Turbo Limited was disposed of on 31 July 2020 and became the associate of the Group since then. Details were 

set out in notes 16 and 31.

* DD & TT Company Limited was disposed of on 31 January 2019 and became the associate of the Group since then. 

Details were set out in notes 16 and 32(a).

Note: The aggregate NCI as at 31 December 2020 amounted to debit balance of approximately HK$28,560,000 (2019: credit 

balance of approximately HK$50,643,000) and the aggregate net losses and total comprehensive income allocated to 

NCI for the year then ended amounted to approximately HK$27,976,000 (2019: HK$18,766,000) and HK$27,825,000 

(2019: HK$18,842,000), respectively.
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30. BUSINESS COMBINATION IN PRIOR YEAR
On 1 September 2019, the Group completed its acquisition of 100% issued share capital of Shenzhen 
Weier in consideration of RMB20,000,000 (equivalent to approximately HK$21,916,000). Under the 
structure contracts entered into among 深圳市虛擬現實技術有限公司 and the registered shareholder 
of Shenzhen Weier, the Group is able to effectively control, recognise and receive substantially all the 
economic benefit of the business and operations of Shenzhen Weier.

Shenzhen Weier is principally engaged in providing VR content through the website and online platform. 
The acquisition was made by the Group with the aim to derive synergy effect to the existing VR services.

The fair value of identifiable assets and liabilities of Shenzhen Weier as at the date of completion was:

HK$’000

Property, plant and equipment 14
Intangible assets 1,211
Trade receivables, other receivables and prepayments 680
Amount due from related parties 815
Bank balances and cash 2,866
Trade payables, other payables and accruals (3,787)
Contract liabilities (2,959)
Amounts due to related parties (7,408)

Net liabilities (8,568)

Goodwill (Note 15) 30,484

Total consideration 21,916

Total consideration at fair value consisted of:
– Cash consideration 21,916

21,916
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30. BUSINESS COMBINATION IN PRIOR YEAR (CONTINUED)
An analysis of the cash flows in respect of the acquisition of Shenzhen Weier is as follows:

HK$’000

Cash consideration 21,916
Bank balances and cash acquired (2,866)

Net outflow of cash and cash equivalents included in cash flows from investing activities 19,050

The fair value of trade and other receivables acquired as of the acquisition date amounted to HK$680,000. 
The gross contractual amount of these receivables is HK$680,000. None of these receivables have been 
impaired and it is expected that the full contractual amounts can be collected.

The goodwill, which was not deductible for tax purposes, comprised the acquired workforce and the 
expected future growth of the VR business (production of VR contents) to diversify the revenue stream of 
the existing businesses of the Group.

31. DISPOSAL OF SUBSIDIARIES DURING THE YEAR
On 17 July 2020, the Group entered into a sale and purchase agreement with an independent purchaser 
in connection with the disposal of 22.29% equity interest in the Lead Turbo Group. The total consideration 
with carrying amount of HK$99,242,000 will be settled in cash by three instalments of HK34,000,000 each. 
The 1st instalment has been received on the completion date. The 2nd and 3rd instalments with carrying 
amount at completion date of HK$33,300,000 and HK$31,942,000, are receivable within 1st and 2nd 
anniversary dates to the completion date, respectively. The disposal would facilitate the organic growth 
of the Lead Turbo Group by introducing a strategic partner that may support the Lead Turbo Group in its 
business expansion and its future capital requirements to fund technological development.

On 31 July 2020, the disposal was completed. Upon the completion of the disposal, the Group’s equity 
interests in the Lead Turbo Group was reduced from 66.88% to 44.59%, the Group lost control over the 
Lead Turbo Group but retained significant influence over the Lead Turbo Group. Accordingly, the Group 
will account for its retained interest in the Lead Turbo Group as its interests in associates. The net assets 
at the date of disposal were as follows:



179
D

IG
ITAL D

O
M

AIN
 H

O
LD

IN
G

S LIM
ITED

              AN
N

UAL REPO
RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

31. DISPOSAL OF SUBSIDIARIES DURING THE YEAR (CONTINUED)
31 July 2020

HK$’000

Property, plant and equipment 4,859
Right-of-use assets 491
Intangible assets (other than goodwill) 148,846
Goodwill 195,193
Amount due from related parties 1,645
Prepayments – non-current portion 862
Deferred tax assets 2,295
Inventories 22,766
Trade and other receivables 5,522
Prepayments – current portion 3,765
Cash and cash equivalents 10,488
Trade and other payables (4,607)
Lease liabilities (528)
Contract liabilities (309)
Other loan (22,222)
Amounts due to related parties (33,788)
Deferred tax liabilities (15,563)

Net assets disposed of 319,715

Fair value of the Group’s retained interest (185,815)
Non-controlling interest (51,378)
Cumulative exchange difference in respect of the net assets reclassified from equity to income statement 7,620
Gain on disposal of subsidiaries included in loss for the year from discontinued operation 9,100

Total consideration (present value of cash consideration) 99,242

Satisfied by:
– Cash 34,000
– Deferred cash consideration 65,242

99,242

Net cash inflow arising from disposal
– Total cash consideration received 34,000
– Cash and bank balances disposed of (10,488)

23,512

Upon the completion of disposal, cash consideration of HK$34,000,000 was received and a gain on 
disposal of subsidiaries of HK$9,100,000 was recognised. The deferred consideration will be settled in 
cash by the purchaser on or before 31 July 2022.
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32. DISPOSAL OF SUBSIDIARIES IN PRIOR YEAR
(a) On 31 January 2019, the Group disposed of 70% interest of its subsidiaries which are engaged in 

virtual human business in the Greater China region. The disposal would allow the Group to retain 
certain equity interest in the virtual human business in the Greater China region and benefit from 
additional funding and other resources for future development from strategic investors. On 31 January 
2019, the disposal has been completed. The net assets at the date of disposal were as follows:

31 January 2019
HK$’000

Property, plant and equipment 7,323
Intangible assets 35,117
Trade and other receivables 2,339
Cash and cash equivalents 638
Trade and other payables (6,411)
Amounts due to holding companies (113,327)
Non-controlling interest (10,028)

Net liabilities (84,349)

Net asset value of subsidiaries disposed of (84,349)
Fair value of identifiable assets retained by the Group (2,678)
Gain on disposal of subsidiaries included in loss for the year in the consolidated income statement 105,275

Total consideration 18,248

Satisfied by:
Cash 18,248

Total 18,248

Net cash flow arising from disposal
– Total cash consideration received 18,248
– Cash and bank balances disposed of (638)

17,610

Upon the completion of disposal, cash consideration of HK$18,248,000 was received and a gain on 
disposal of subsidiaries of HK$105,275,000 was recognised.
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32. DISPOSAL OF SUBSIDIARIES IN PRIOR YEAR (CONTINUED)
(b) On 19 March 2019, the Group entered into a sale and purchase agreement with an independent 

purchaser in connection with disposal of a group of subsidiaries which are engaged in property 
investment business (the “Disposal Group”). The disposal was to realise the investment in property 
market due to the continuing softening of the real estate market in Hong Kong and also deploy its 
financial resources in the media entertainment business. On 18 June 2019, the disposal has been 
completed and a cash consideration of HK$215,802,000 (consideration of HK$216,000,000 per sale 
and purchase agreement adjusted by the net asset value of the Disposal Group at completion date). 
The net assets at the date of disposal were as follows:

18 June 2019
HK$’000

Investment properties (Note) 209,000
Trade and other receivables 97
Trade and other payables (19)

Net assets 209,078

Gain on disposal of subsidiaries included in loss for the year in the consolidated income statement 6,724

Total consideration 215,802

Satisfied by:
Cash 215,802

Total 215,802

Upon the completion of disposal, cash consideration of HK$215,802,000 was received and a gain on 
disposal of subsidiaries of HK$6,724,000 was recognised.

Note:
Investment properties

Fair value

HK$’000

As at 1 January 2019 208,300
Fair value gains 700

As at completion date of disposal 209,000

The Group’s investment properties were located in Hong Kong.

The fair value of the Group’s investment properties as at 18 June 2019 has been arrived at on market 
value basis based on valuations carried out by Knight Frank Petty Limited, which is independent firm 
of professionally qualified valuers, who holds recognised and relevant professional qualification and 
has recent experience in the locations and category of properties being valued.
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33. NOTES SUPPORTING STATEMENT OF CASH FLOWS
(a) Cash and cash equivalents comprise:

2020 2019
HK$’000 HK$’000

Cash available on demand 28,617 197,052
Short-term deposits – 112,799

As at 31 December 28,617 309,851
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33. NOTES SUPPORTING STATEMENT OF CASH FLOWS (CONTINUED)
(b) Reconciliation of liabilities arising from financing activities:

Bank 
borrowings

Other 
loans

Finance 
leases

Lease 
liabilities Total

(Note 23) (Note 23) (Note 14)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2019 203,044 350,927 25,855 – 579,826
Changes from financing cash flows:

– New bank borrowings 51,641 – – – 51,641
– Repayment of bank borrowings (151,796) – – – (151,796)
– Repayment of principal portion of lease liabilities – – – (45,355) (45,355)
– New inception of other loans – 167,800 – – 167,800
– Repayment of other loans – (346,265) – – (346,265)

Other changes:
– Effect on adoption of HKFRS 16 – – (25,855) 168,101 142,246
– Additions – – – 42,320 42,320

Effects of foreign exchange (274) (692) – (417) (1,383)

As at 31 December 2019 and 1 January 2020 102,615 171,770 – 164,649 439,034

Changes from financing cash flows:
– New bank borrowings 68,494 – – – 68,494
– Repayment of bank borrowings (37,610) – – – (37,610)
– Repayment of principal portion of lease liabilities – – – (46,328) (46,328)
– New inception of other loans – 39,347 – – 39,347
– Repayment of other loans – (25,864) – – (25,864)

Other changes:
– Additions – – – 963 963
– Covid-19-related rent concessions – – – (813) (813)
– Effect of lease modification – – – (2,689) (2,689)
– Disposal of subsidiaries – (22,222) – (528) (22,750)

Effects of foreign exchange 366 (302) – (666) (602)

As at 31 December 2020 133,865 162,729 – 114,588 411,182
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34. RETIREMENT BENEFIT SCHEME
The Group contributes to defined contribution provident funds, including the scheme set up pursuant to 
the Hong Kong Mandatory Provident Fund Ordinance (the “MPF Scheme”), which are available to all Hong 
Kong employees. For the MPF Scheme, both the employees and the employer are required to contribute 
5% of the employees’ monthly salaries up to a maximum of HK$1,500 (2019: HK$1,500) (the “Mandatory 
Contribution”). The employees are entitled to 100% of the employer’s Mandatory Contributions upon their 
retirement age of 65 years old, death or total incapacity. The unvested benefits of employees forfeited 
upon termination of employment can be utilised by the Group to reduce future levels of contributions. 
During the year, the aggregate amount of employer’s contribution net of forfeited contribution made by the 
Group under the MPF Scheme was HK$682,000 (2019: HK$669,000).

The employees of the Group in the PRC are members of state-managed retirement benefit schemes 
operated by the local governments in the PRC. The Group is required to contribute a specified percentage 
of the payroll costs to the retirement benefit schemes to fund the benefits. The only obligation of the Group 
with respect to the retirement benefit schemes is to make the specified contributions. During the year, the 
aggregate amount of employer’s contribution net of forfeited contribution made by the Group under the 
state-managed retirement benefit schemes in the PRC was HK$5,166,000 (2019: HK$7,983,000).

35. CREDIT FACILITIES, PLEDGE OF ASSETS AND GUARANTEES
(a) As at 31 December 2020, the Group had aggregate banking facilities of HK$129,840,000 (2019: 

HK$239,957,000) from banks for guarantees and loans. The banking facilities are mainly secured by:

(i) As at 31 December 2020, a margin securities trading account of a wholly-owned subsidiary of 
the Company is secured by an unlimited corporate guarantee provided by the Company. This 
margin facility has not been utilised as at 31 December 2020 (2019: Nil).

(ii) As at 31 December 2020, the Group’s bank loan with a carrying amount of approximately 
HK$85,282,000 (2019: HK$89,443,000) is secured by a pledged deposit of same amount in a 
subsidiary’s account.

(b) As at 31 December 2020, there are term loan facilities of US$10,000,000 (2019: US$10,000,000) 
and HK$80,000,000 (2019: HK$80,000,000) from a substantial shareholder of the Company, 
Wise Sun Holdings Limited. The facilities were granted to a subsidiary of the Company. As at 31 
December 2020, the balance of utilised facilities are US$8,000,000 (approximately HK$62,022,000) 
(2019: US$8,000,000 (approximately HK$62,329,000)) and HK$34,290,000 (2019: HK$50,000,000), 
respectively. The Company acts as a guarantor of these term loans.
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36. CAPITAL COMMITMENTS
Other than those disclosed elsewhere in these consolidated financial statements, the Group did not have 
any significant capital commitment as at 31 December 2020 and 2019.

37. RELATED PARTY TRANSACTIONS
Members of key management personnel during the year comprised only of the executive directors whose 
remuneration is set out in note 10.

38. CONTINGENT LIABILITIES
The Group has been acknowledged by several customers in the USA in connection with the possible 
indemnification of losses suffered by these customers as a result of their involvements in other lawsuits (the 
“Other Lawsuits”) filed by a claimant (the “Claimant”) against these customers. This Claimant had dispute 
over ownership of certain physical equipment and intellectual property (the “Disputed IP”) with the original 
owner (the “Original Owner”) and a court in the USA concluded that the Claimant owns the Disputed IP 
on 11 August 2017. The Group had used these Disputed IP under a licence from the Original Owner and 
completed certain visual effect projects for these customers.

The US Subsidiary submitted these indemnity requests to one of its insurance companies that may provide 
insurance coverage for indemnity claims brought against it. The insurance company believed that coverage 
was no longer existed under the insurance policy but would continue to negotiate with the US Subsidiary 
about contributing to the defence of the clients in the Other Lawsuits.

No specific monetary amount has been identified in the indemnity requests by these customers. The 
insurance company and the US Subsidiary are continuing their discussions with respect to whether, and to 
what extent the insurance company will pay the defence costs of the US Subsidiary’s clients in the Other 
Lawsuits.

No provision for the indemnity has been recognised for the year ended 31 December 2020 (2019: Nil) as, 
in the opinion of the Directors, the Group may or may not require a significant outflow of resource for the 
indemnification.

39. SIGNIFICANT EVENTS AFTER THE END OF THE REPORTING PERIOD
(i) Share Placement

On 11 December 2020, the Company entered into a share subscription agreement with an 
independent third party to allot and issue 6,814,760,000 new ordinary shares with par value 
of HK$0.01 at a discounted subscription price of HK$0.05 each at an aggregate consideration 
of HK$340,538,000 net of issuing expenses. Further details were set out in the Company’s 
announcements dated 11 December 2020 and 27 December 2020.

On 18 January 2021, the share subscription was completed and the Company raised additional cash 
of HK$340,538,000 by means of a share placing of 6,814,760,000 ordinary shares.
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39. SIGNIFICANT EVENTS AFTER THE END OF THE REPORTING PERIOD 
(CONTINUED)
(ii) Impact of Covid-19

The World Health Organisation declared coronavirus and Covid-19 a global health emergency on 30 
January 2020. Since then, the Group has experienced significant disruption to its operations in the 
following respects:

– interruptions to production activities

– significant uncertainty concerning when government lockdowns will be lifted, social distancing 
requirements will be eased and the long-term effects of the pandemic on the demand for the 
Group’s primary services

Governments in the countries in which the Group operates also implemented various measures which 
might mitigate some of the impact of the Covid-19 pandemic to the results and liquidity position of 
the Group. To the extent appropriate, the Group applies for such government assistance. Details of all 
of the arrangements that might be available and the period throughout which they will remain available 
are continuing to evolve and remain subject to uncertainty.

The Directors are continuing to assess the implications of Covid-19 pandemic to the business in 
which the Group operates. Depending on the duration of the Covid-19 pandemic and continued 
negative impact on economic activity, the Group might experience further negative results, and 
liquidity restraints and incur additional impairments on its assets in 2021. However, the exact impact 
in the remainder of 2021 and thereafter cannot be predicted.

(iii) Acquisition of common shares of a listed company

On 1 February 2021, a 60% indirectly-owned subsidiary of the Company (the “Purchaser”) was set up 
for the purpose of preparation of acquisition as follows:

On 3 February 2021, the Purchaser entered into a sale and purchase agreement with an independent 
third party for the acquisition of 248,431 common shares of a publicly traded German ecommerce 
company (“Target A”), with its shares listed on the Frankfurt Stock Exchange, representing 
approximately 19% of the total issued common shares of Target A, for an aggregate consideration of 
EUR3,709,000 (approximately HK$34,977,000). There is no condition precedent and the transaction 
was completed immediately on 3 February 2021. Upon the completion of acquisition, the Group owns 
19% equity interests in Target A. In the opinion of the Directors, the investment provides the Group 
opportunities to explore the media entertainment market in Europe. Further details of the transaction 
were set out in the announcement of the Company on 3 February 2021.

On 26 February 2021, the Purchaser entered into a sale and purchase agreement with an 
independent third party for the acquisition of 260,000 common shares (“Sales Shares”) of a publicly 
traded Swiss media and sports marketing company (“Target B”), with its shares listed on the Swiss 
Stock Exchange for an aggregate consideration of EUR7,064,000 (approximately HK$66,617,000). 
The Sales Shares represent approximately 2.91% of the total issued common shares of Target B on 
26 February 2021. Target B carries its business in segments of film, sport- and event-marketing and 
sport events through its subsidiaries and affiliates in Europe.
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40. CAPITAL RISK MANAGEMENT
The Group’s objectives of managing capital are to safeguard the Group’s ability to continue as a going 
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an 
optimal capital structure to reduce cost of capital.

The capital structure of the Group consists of net debt (including the borrowings disclosed in note 23, 
leases liabilities disclosed in note 14, less bank balances and cash) and total equity.

The Group’s risk management reviews the capital structure on a semi-annual basis. The Group will 
consider both debt financing and equity financing for its capital requirements. As part of this review, 
management consider the cost of capital and the risks associated with each class of capital.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by 
total equity. The gearing ratio at the end of reporting period was as follows:

2020 2019
HK$’000 HK$’000

Debts 411,182 439,034

Bank balances and cash (113,899) (325,433)

Net debt 297,283 113,601

Total equity 812,871 1,477,195

Net debt to equity ratio 36% 8%
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41. FINANCIAL RISK MANAGEMENT
The main risks arising from the Group’s financial instruments in the normal course of the Group’s business 
are credit risk, liquidity risk, interest rate risk and currency risk.

(a) Credit risk

The Group’s credit risk is primarily attributable to its trade and other receivables.

Management have a credit policy in place and the exposures to these credit risks are monitored on an 
ongoing basis.

In respect of trade and other receivables, individual credit evaluations are performed on all customers 
requiring credit over a certain amount. These evaluations focus on the individual customer’s past 
history of making payments when due and current ability to pay, and take into account information 
specific to the customers as well as pertaining to the economic environment in which the customers 
operate. Ongoing credit evaluation is performed on the financial condition of trade receivables and, 
where appropriate, credit guarantee insurance cover is purchased. In response to the Covid-19 
pandemic, management has also been performing more frequent reviews of credit limits for 
customers in regions and industries that are severely impacted.

Trade receivables are due within 30 days (2019: 30 days) from the date of billing. Debtors with 
balances that are more than 2 months past due are normally requested to settle all outstanding 
balances before any further credit is granted. Normally, the Group does not obtain collateral from 
customers.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each 
customer. The default risk of the industry and country in which customers operate also has an 
influence on credit risk but to a lesser extent.

At 31 December 2020, the Group has a concentration of credit risk as 17% and 50% (2019: 17% and 
46%) respectively of the total gross trade receivables were due from the Group’s largest customer 
and the six (2019: five) largest customers respectively.

The credit risk of the Group’s financial assets (which comprise gross trade receivables, other 
receivables and bank balances and cash) and contract assets arises from default of the counterparty, 
with a maximum exposure equal to the carrying amounts of these instruments.

The credit risk for bank balances is limited became the counter-parties are banks, with high credit 
rating.

The Group measures loss allowances for trade receivables and contract assets at an amount equal 
to lifetime ECLs, which is calculated using a provision matrix. As the Group’s historical credit loss 
experience does not indicate significantly different loss patterns for different customer segments, the 
loss allowance based on past due status is not further distinguished between the Group’s different 
customer bases which is based on days past due for groupings of various customer segments that 
have similar loss patterns.
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41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)

The following tables provide information about the Group’s exposure to credit risk and ECLs for trade 
receivables and contract assets as at 31 December 2020 and 2019:

As at 31 December 2020
Expected 
loss rate

Gross 
Carrying 
Amount

Loss 
allowance

% HK$’000 HK$’000

Current (not past due) 0.39 27,034 106
1 to 3 months past due 1.40 14,680 205
3 to 6 months past due 6.54 7,931 519
6 to 12 months past due 13.53 6,688 905
More than 1 year past due 48.31 7,742 3,740

64,075 5,475

As at 31 December 2019
Expected 
loss rate

Gross 
Carrying 
Amount

Loss 
allowance

% HK$’000 HK$’000

Current (not past due) 0.02 25,119 6
1 to 3 months past due 0.08 17,127 13
3 to 6 months past due 0.44 5,428 24
6 to 12 months past due 2.68 5,220 140
More than 1 year past due 53.46 15,335 8,198

68,229 8,381
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41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)

Expected loss rates are based on actual loss experience over the past 3 years. These rates are 
adjusted to reflect differences between economic conditions during the period over which the historic 
data has been collected, current conditions and the Group’s view of economic conditions over the 
expected lives of the receivables. The adjustment factors are based on the GDP forecast in each 
geographical region, including the expected impact of the government support measures in each 
region, such adjustment factors were increased in 2020, reflecting the actual and expected impact of 
the Covid-19 pandemic in each geographical region.

The following table reconciles the loss allowance account in respect of trade receivables and contract 
assets for the years ended 31 December 2020 and 2019:

2020 2019
HK$’000 HK$’000

At 1 January 8,381 3,507
Amounts written off during the year (1,365) (370)
Impairment loss (reversed)/recognised during the year (900) 5,244
Disposed of upon disposal of subsidiaries (641) –

At 31 December 5,475 8,381

The following significant changes in the gross carrying amounts of trade receivables and contract 
assets contributed to the decrease in the loss allowance during the year:

– a write-off of trade receivables with a gross carrying amount of HK$1,365,000 (2019: 
HK$370,000) resulted in a decrease in loss allowance of HK$1,365,000 (2019: HK$370,000).

– decrease (2019: increase) in balances with days past due over 30 days resulted in a decrease in 
loss allowance of HK$1,398,000 (2019: increase in loss allowance of HK$5,244,000).

– Increase in the adjustment factors to expected loss rates as a consequence of the Covid-19 
pandemic resulted in increase in loss allowance of HK$498,000 (2019: Nil)

Other receivables

As for other receivables, impairment loss is recognised as 12-month ECL since initial recognition. 
Subsequently the Group assesses whether there was a significant increase in credit risk. In 
determining the ECL, the Directors have taken into account the historical default experience, the 
financial position of the counterparties, as well as the future prospects of the industries in which 
the counterparties operate, obtained from economic expert reports, financial analyst reports and 
considering various external sources of actual and forecast economic information, as appropriate, in 
estimating the probability of default of each of these other receivables occurring within their respective 
loss assessment time horizon, as well as the loss given default.
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41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)

The movements in the impairment allowance of other receivables were as follows:

12-month 
ECL 

(Stage 1)

Lifetime 
ECL not 

credit-impaired 
(Stage 2)

Lifetime 
ECL 

credit-impaired 
(Stage 3) Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2019 – – – –
Impairment loss recognised during the year 652 6,725 – 7,377
Amount written-off during the year (652) – – (652)

At 31 December 2019 – 6,725 – 6,725

12-month 
ECL 

(Stage 1)

Lifetime 
ECL not 

credit-impaired 
(Stage 2)

Lifetime 
ECL 

credit-impaired 
(Stage 3) Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2020 – 6,725 – 6,725
Impairment loss recognised during the year – 1,687 – 1,687
Amount written-off during the year – (2,291) – (2,291)

At 31 December 2020 – 6,121 – 6,121

Note: Included in the above allowance for doubtful debts in respect of other receivables is a provision for individually 

impaired other receivables of HK$24,427,000 (2019: $44,715,000) with a carrying amount before provision of 

HK$30,548,000 (2019: HK$51,440,000).
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41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity requirements and its 
compliance with lending covenants to ensure that it maintains sufficient reserves of cash to meet its 
liquidity requirements in the short and longer term.

The following table details the remaining contractual maturities at the end of reporting period of the 
Group’s non-derivative financial liabilities, which are based on contractual undiscounted cash flows 
(including interest payments computed using contractual rates, or if floating, based on rates current at 
the end of reporting period) and the earliest date the Group and the Company can be required to pay.

Specifically, for bank loans which contain a repayment on demand clause which can be exercised at 
the bank’s sole discretion, the analysis shows the cash outflow based on the earliest period in which 
the entity can be required to pay, that is if the lenders were to invoke their unconditional rights to 
call the loans with immediate effect. The maturity analysis for borrowings is prepared based on the 
scheduled repayment dates:

Group
Carrying 
amount

Total 
contractual 

undiscounted 
cash flow

Within 
1 year or 

on demand

More than 
1 year but 
less than 

2 years

More than 
2 years but 

less than 
5 years

More than 
5 years

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

2020
SME loan 4,854 5,125 5,125 – – –
Other bank loans 129,011 130,525 111,198 15,031 4,296 –
Other loans 162,729 183,737 58,968 124,769 – –
Trade payables, other  

payables and accruals 173,060 173,060 173,060 – – –
Lease liabilities 114,588 145,393 47,348 33,494 47,385 17,166

584,242 637,840 395,699 173,294 51,681 17,166

2019       
SME loan 4,854 5,125 5,125 – – –
Other bank loans 97,761 101,470 76,947 24,523 – –
Other loans 171,770 177,879 5,632 172,247 – –
Trade payables, other  

payables and accruals 106,028 106,028 106,028 – – –
Lease liabilities 164,649 209,308 63,437 50,355 62,508 33,008
Contingent consideration payable 14,259 14,259 14,259 – – –

559,321 614,069 271,428 247,125 62,508 33,008



193
D

IG
ITAL D

O
M

AIN
 H

O
LD

IN
G

S LIM
ITED

              AN
N

UAL REPO
RT 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(b) Liquidity risk (continued)

The table that follows summarises the maturity analysis of bank loans with a repayment on demand 
clause based on agreed scheduled repayments set out in the loan agreements. The amounts include 
interest payments computed using contractual rates. As a result, these amounts were different from 
that disclosed in the “on demand” time band in the maturity analysis contained in above table. Taking 
into account the Group’s financial position, the Directors do not consider that it is probable that the 
bank will exercise its discretion to demand immediate repayment. The Directors believe that such 
bank loans will be repaid in accordance with the scheduled repayment dates set out in the loan 
agreements.

Carrying 
amount

Total 
contractual 

undiscounted 
cash flows

Within 
1 year or 

on demand

More than 
1 year but 
less than 

2 years

More than 
2 years but 

less than 
5 years

More than 
5 years

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

31 December 2020 129,011 133,184 91,903 20,661 20,620 –

31 December 2019 97,761 103,627 31,757 71,870 – –

(c) Interest rate risk

The Group’s interest rate risk arises primarily from bank loans and other loans. Five (2019: Seven) 
bank borrowings and one (2019: one) other loans were issued at variable rates which exposed the 
Group to cash flow interest rate risk. The Group’s interest rate profile as monitored by management is 
set out below.

The following table details the interest rate profile of the Group’s net borrowings at the end of 
reporting period:

2020 2019
Effective 

interest rate% HK$’000
Effective 

interest rate% HK$’000

Variable-rate borrowings
Bank loans 2.25 – 6.25 62,179 4.57 – 6.25 102,615
Other loan Prime rate 96,312 Prime rate 112,329

158,491 214,944

Fixed-rate borrowings
Bank loans 1.00 – 5.00 71,686 N/A –
Other loans 3.00 – 15.00 39,352 N/A –

111,038 –
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41. FINANCIAL RISK MANAGEMENT (CONTINUED)
(c) Interest rate risk (continued)

The interest rates and terms of repayment of the Group’s borrowings are disclosed in note 23.

Sensitivity analysis

As at 31 December 2020, it is estimated that a general decrease/increase of 100 basis points in 
interest rates, with all other variables held constant, would increase/decrease (2019: decrease/
increase) the loss after taxation and increase/decrease (2019: decrease/increase) accumulated losses 
of the Group by HK$446,000/HK$446,000 (2019: HK$1,105,000/HK$1,105,000) respectively. Other 
components of consolidated equity would not be affected by the general increase/decrease in interest 
rates.

The sensitivity analysis above has been determined assuming that the change in interest rates had 
occurred at the end of reporting period and had been applied to the exposure to interest rate risk 
for both derivative and non-derivative financial instruments in existence at that date. The 100 basis 
points increase or decrease represents management’s assessment of a reasonably possible change 
in interest rates over the period until the end of next reporting period. The analysis is performed on 
the same basis for 2019.

(d) Currency risk

Certain transactions and monetary assets and liabilities of the Group are denominated in HK$ which 
is different from the functional currency of the Group entities, i.e. RMB, US$ and CAD which expose 
the Group to currency risk. The Group currently does not use any derivative contracts to hedge 
against its exposure to currency risk. The management manage its foreign currency risk by monitoring 
the movements of the foreign currency rates and will consider hedging significant foreign currency 
exposures should the need arise.

42. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY 
CATEGORY
The carrying amounts of the Group’s financial assets and financial liabilities as recognised as at 31 
December 2020 and 2019 may be categorised as follows:

(a) Categories of financial assets and financial liabilities

2020 2019
HK$’000 HK$’000

Financial assets   
Financial assets at amortised cost (including cash and cash equivalents) 352,333 524,673
Financial assets at FVOCI – –

Financial liabilities
Financial liabilities at amortised cost 584,242 545,062
Financial liabilities at FVTPL – 14,259
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

42. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY 
CATEGORY (CONTINUED)
(b) Fair values

The fair values of financial assets and financial liabilities are determined as follows:

• The fair values of financial assets which are traded on active markets are determined with 
reference to quoted market bid prices; and

• The fair values of other financial assets and financial liabilities are determined in accordance with 
generally accepted pricing models.

The Directors consider that the carrying amounts of the financial assets and financial liabilities 
recorded at amortised costs in the consolidated financial statements approximate to their fair values.

The following table provides an analysis of financial instruments carried at fair value by level of fair 
value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable 
inputs).

2020
Level 1 Level 2 Level 3 Total
HK$’000 HK$’000 HK$’000 HK$’000

Financial assets at FVOCI     
– Unlisted equity investments – – – –
– Group’s retained interest in associates – – 185,815 185,815

2019
Level 1 Level 2 Level 3 Total
HK$’000 HK$’000 HK$’000 HK$’000

Financial assets at FVOCI     
– Unlisted equity investments – – – –
– Contingent consideration payable – – 14,259 14,259

During the year, there was no transfers of fair value measurements between level 1 and level 2 and no 
transfers into or out of level 3 for both financial assets and financial liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

42. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY 
CATEGORY (CONTINUED)
(b) Fair values (continued)

Information about level 3 fair value measurement

Reconciliation for financial instruments carried at fair value based on significant unobservable inputs 
(level 3) is as follows:

FVOCI
2020 2019

HK$’000 HK$’000

Unlisted equity investments   
At 1 January 165,976 165,976
Unrealised fair value loss (165,976) (165,976)

At 31 December – –

2020 2019
HK$’000 HK$’000

Contingent consideration payable   
At 1 January 14,259 98,543
Imputed interest 158 3,530
Repayment (5,410) (45,613)
Changes in fair value – (41,396)
Exchange realignment 720 (805)
Reclassified to other payables remeasured at amortised cost (9,727) –

At 31 December – 14,259

The contingent consideration payable arisen from a business combination in prior years, the fair 
value of contingent consideration payable includes a performance-based contingent consideration 
adjustment, which is principally based on the consideration adjustment mechanisms towards the 
respective target profits of the target group.

The fair value of contingent consideration payable is estimated using a discounted cash flow method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

42. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY 
CATEGORY (CONTINUED)
(b) Fair values (continued)

During the year ended 31 December 2019, as the target profits of the target group was not met. 
Accordingly, a gain on changes in fair value of contingent consideration payable by amount of 
HK$41,396,000, in accordance with the consideration adjustment mechanisms, was recognised in 
the consolidated income statement.

During the year, since all variable conditions affecting the fair value of contingent consideration 
payable were confirmed, the remaining balance of the contingent consideration payable was 
reclassified to other payables remeasured at amortised cost.

In addition to the above financial instruments, during the disposal of subsidiaries as mentioned in 
note 31, the Group measured the fair value of its retained interests in associates based on significant 
unobservable inputs (level 3).

The valuation technique as at 31 December 2020 is as follows:

Type of financial assets 
or financial liabilities

Valuation 
technique

Significant 
unobservable 
inputs (level 3) Sensitivity analysis

Unlisted equity investment Cost approach N/A N/A

Contingent consideration 
payable

Income approach Estimated profit N/A (2019: 10% increase/(decrease) on estimated 
profit would result an increase/(decrease) in fair 
value by approximately HK$1,426,000)

Fair value of the Group’s 
retained interest in 
associates on completion 
date

Income approach Estimated profit and 
pre-tax discount

5% increase/(decrease) on average revenue growth 
rate would result an increase/(decrease) in 
fair value by approximately HK$10,413,000/
HK$(14,027,000);

1% increase/(decrease) on pre-tax discount rate 
would result a (decrease)/increase in fair value by 
approximately HK$(11,856,000)/HK$13,468,000
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The consolidated results, assets and liabilities of the Group for the last five financial years as extracted from the 
audited financial statements of the Group are summarised below:

2020 2019 2018 2017 2016
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 

Results

Revenue 604,323 625,446 600,679 703,004 763,501

Loss attributable to owners of the Company (598,527) (400,813) (518,030) (524,893) (479,377)

Assets and Liabilities
Total assets 1,497,250 2,175,050 2,224,839 1,893,029 1,919,803
Total liabilities (684,379) (697,855) (914,883) (489,998) (854,375)

812,871 1,477,195 1,309,956 1,403,031 1,065,428

Non-controlling interest 28,560 (50,643) (78,482) (25,558) (42,774)

Equity attributable to owners of the Company 841,431 1,426,552 1,231,474 1,377,473 1,022,654


