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Significant accounting policies

(a) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(HKFRSs), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (HKASS) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA) and accounting principles generally
accepted in Hong Kong. These financial statements also
comply with the applicable requirements of the Hong
Kong Companies Ordinance, which for this financial year
and the comparative period continue to be those of the
predecessor Hong Kong Companies Ordinance (Cap. 32),
in accordance with transitional and saving arrangements
for Part 9 of the new Hong Kong Companies Ordinance
(Cap. 622), "Accounts and Audit”, which are set out in
sections 76 to 87 of Schedule 11 to that Ordinance. A
summary of the significant accounting policies adopted
by the company is set out below.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period (see
note 21).

(b) Changes in accounting policies

The HKICPA has issued certain new and revised HKFRSs

that are first effective or available for early adoption for the

current accounting period of the Group and the Company.

Of these, the following developments are relevant to the

Group's financial statements:

- Amendments to HKAS 32, Offsetting financial
assets and financial liabilities

- Amendments to HKAS 36, Recoverable amount
disclosures for non-financial assets

The impact of the adoption of the new or amended HKFRS

is discussed below:

Amendments to HKAS 32, Offsetting financial
assets and financial liabilities

The amendments to HKAS 32 clarify the offsetting criteria in
HKAS 32. The amendments do not have an impact on these
financial statements as they are consistent with the policies
already adopted by the Group.

Amendments to HKAS 36, Recoverable amount
disclosures for non-financial assets

The amendments to HKAS 36 modify the disclosure
requirements for impaired non-financial assets. Among
them, the amendments expand the disclosures required
for an impaired asset or CGU whose recoverable amount
is based on fair value less costs of disposal. To the extent
that the requirements are applicable to the Group, the
Group has provided these disclosures in note 8 and 10.
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1 Significant accounting policies (continued)
(c) Basis of preparation of the financial
statements

The consolidated financial statements for the year ended 31
December 2014 comprise the Company and its subsidiary
(together referred to as the “Group”).

The measurement basis used in the preparation of the
financial statements is the historical cost basis.

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

The estimates and underlying assumptions are reviewed
0n an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both
current and future periods.

(d) Subsidiaries

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

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flows and
any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised
gain but only to the extent that there is no evidence of
impairment.
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Significant accounting policies (continued)

(d) Subsidiaries (continued)

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

When the Group loses control of a subsidiary; it is accounted
for as a disposal of the entire interest in that subsidiary, with
aresulting gain or 10ss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of
an investment in an associate or joint venture.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses (see
note 1(g)).

(e) Goodwill
Goodwill represents the excess of

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

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

When (ii) is greater than (i), then this excess is recognised

immediately in profit or loss as a gain on a bargain

purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of
cash generating units, that is expected to benefit from
the synergies of the combination and is tested annually
for impairment (see note 1(g)).

Ondisposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in
the calculation of the profit or loss on disposal.
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Significant accounting policies (continued)

(f) Property, plant and equipment

Property, plant and equipment is stated at cost less
accumulated depreciation and impairment losses (see
note 1(g)).

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual value, if any, using the straight line method over
their estimated useful lives as follows:
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- Network and hardware/software
and equipment 3years

Both the useful life of an asset and its residual value, if
any, are reviewed annually.

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised in
profit or 10ss on the date of retirement or disposal.

(g Impairment of assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that the
property, plant and equipment, investment in a subsidiary
and goodwill may be impaired or, except in the case of
goodwill, an impairment loss previously recognised no
longer exists or may have decreased.

If any such indication exists, the asset’'s recoverable
amount is estimated. In addition, for goodwill, the
recoverable amount is estimated annually whether
or not there is any indication of impairment.

- Calculation of recoverable amount

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

- Recognition of impairment losses

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

- Reversals of impairment losses

In respect of assets other than goodwill, an impairment
loss is reversed if there has been a favourable change
in the estimates used to determine the recoverable
amount. An impairment loss in respect of goodwill is
not reversed.

A reversal of an impairment loss is limited to the asset’s
carrying amount that would have been determined had
no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to profit or
loss in the year in which the reversals are recognised.

(h) Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the
arrangement takes the legal form of a lease.

(i) Classification of assets leased to the Group
Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified
as operating leases.
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1

Significant accounting policies (continued)
(h) Leased assets (continued)
(if) Operating lease charges

Where the Group has the use of other assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or l0ss
as an integral part of the aggregate net lease payments
made.

(i) Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment
of doubtful debts, except where the receivables are
interest-free loans made to related parties without
any fixed repayment terms or the effect of discounting
would be immaterial. In such cases, the receivables
are stated at cost less allowance for impairment of
doubtful debts.

Impairment losses for bad and doubtful debts are recognised
when there is objective evidence of impairment and are
measured as the difference between the carrying amount
of the financial asset and the present value of estimated
future cash flows, discounted at the asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition of these assets), where
the effect of discounting is material. Objective evidence
of impairment includes observable data that comes to
the attention of the Group about events that have an
impact on the asset’s present value of estimated future
cash flows such as significant financial difficulty of the
debtor.

Impairment losses for trade debtors included within trade
and other receivables whose recovery is considered
doubtful but not remote are recorded using an allowance
account. When the Group is satisfied that recovery is
remote, the amount considered irrecoverable is written
off against trade receivables directly and any amounts
held in the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts previously
charged to the allowance account are reversed against
the allowance account. Other changes in the allowance
account and subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.
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1

Significant accounting policies (continued)

() Cash and cash equivalents

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

(k) Employee benefits

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

Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance are recognised as an expense in profit or 10ss
as incurred.

(U)) Trade payables and accrued charges
Trade payables and accrued charges are initially recognised
at fair value and thereafter stated at amortised cost unless
the effect of discounting would be immaterial, in which case
the payables are stated at cost.
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Significant accounting policies (continued)

(m) Income tax

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

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

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits. Apart from differences
which arise on initial recognition of assets and liabilities,
all deferred tax liabilities and all deferred tax assets, to the
extent that it is probable that future taxable profits will
be available against which the asset can be utilised, are
recognised.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the balance
sheet date. Deferred tax assets and liabilities are not
discounted.
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Significant accounting policies (continued)

(n) Provisions and contingent liabilities

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

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

(o) Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue
is recognised in profit or loss as follows:

(i) Registration fee income

Registration fee income is recognised on a pro-rata
basis over the registration period of one to five years.
Fees received relating to future periods are classified
as deferred registration income in the balance sheet.

(ii) Service income

Service income is recognised on an accruals basis
when the relevant service is rendered.

(iii) Interest income

Interest income is recognised as it accrues using the
effective interest method.

(p) Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies and non-monetary
assets and liabilities denominated in foreign currencies
that are stated at fair value are translated at the foreign
exchange rates ruling at the balance sheet date. Exchange
gains and losses are recognised in profit or 10ss.
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1 Significant accounting policies (continued)

(q)
(i)

(i)

Related parties
A person, or a close member of that person’s
family, is related to the Group if that person:

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

(2) has significant influence over the Group; or

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

An entity is related to the Group if any of the
following conditions apply:

(1) 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).

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

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

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

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

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

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

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.
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2 Turnover

Hong Kong Internet Registration Corporation Limited

2014-2015 Annual Report

2 XA
The principal activity of the Company is administration ARNFEIR) F B R E HE &
of the registration of Internet domain names under ik CEI T ohky kTR ) BYEE
" hk" and “.#F#" country-code top level domains. The it FE o A F] I E A A AR
Company provides registration through its registrars, W(HPZ— R H2EWE A E & i
one of which is its wholly owned subsidiary, Hong Kong FEMAERAR (HEE10) kRS
Domain Name Registration Company Limited (note 10), MR -
for domain names.
Turnover represents total income from provision of domain B3 AR R A I A A AR S B A
name registration services. The amount of each significant MR - FAMERNE R SEESHE
category of revenue recognised in turnover during the year anr e
is as follows:
2014 2013
Registration fees e $ 28,692,735 32,369,197
Service fees g7 & 3,017,223 3,500,297
$ 31,709,958 35,869,494
3 Other revenue 3 HK A
2014 2013
Bank interest income SRATHIE WA $ 1,602,145 962,837
Exchange (losses)/gains, net VEST(RG1R) | WA 3R (571) 1,750
Gain on disposal of property, HEYZ - WE
plant and equipment FlIEs fig Mtk - 25,000
Sundry income FETEICA 612,972 383,140
$ 2,214,546 1,372,727

53



54

Hong Kong Internet Registration Corporation Limited
2014-2015 Annual Report

NOTES TO THE FINANCIAL STATEMENT

S 7S R AR MY

4

Profit before taxation 4
Profit before taxation tax is arrived at after charging:

PRI R
ERBRATRERIE TR F 514578 -

2014 2013
(a) Staff costs (a) EIRA
Salaries, wages and other benefits i<~ L& RHAMREN] $ 11,821,716 $ 11,384,517
Contributions to defined FUELHGRIARETEIY
contribution retirement plan fEER 361,316 333,501
$ 12,183,032 § 11,718,018
(b) Other items (b) EMIEE
Depreciation e $ 944,056 $ 1,456,843
Auditor's remuneration AT 216,600 285,200
Operating lease expenses REHES 2,384,705 2,252,953
Directors’ remuneration 5 =EENE

Directors’ remuneration disclosed pursuant to section
78 of Schedule 11 to the new Hong Kong Companies
Ordinance (Cap. 622), with reference to section 161
of the predecessor Hong Kong Companies Ordinance
(Cap. 32), is as follows:

RIEFT A (D FIERE1) HEZR115878
e (FR622%F) -~ F2RENEE (LF]
Bl 161 (5325 ) HFE#EHM<E
e e

2014 2013

Directors’ fees HHEEE $ -3 -
Salaries, allowance and

benefits in kind Fi ~ IS REYIRS - -

Discretionary bonuses fE IS4 5 -

Retirement scheme contributions SEARETE K
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6 Income tax in the consolidated 6
statement of comprehensive income
(@) Taxation in the consolidated statement
of comprehensive income represents:

Hong Kong Internet Registration Corporation Limited
2014-2015 Annual Report

fro 2 EURERFTRAIFTSE
(a) HELERERFTRORIES:

2014 2013
Current tax - AWBE — FEAGH
Hong Kong Profits Tax
Provision for the year AT $ 273,568 $ 673,106
Over-provision in respect of prior year DL 4F & #E fig @ 5] (15,856) (10,002)
$ 257,712 § 663,104
Deferred tax B 22 52 05
Origination and reversal of temporary B 7 By A=Al
differences o] (59,259) (9,358)
$ 198,453 § 653,746

The provision for Hong Kong Profits Tax for 2014 is calculated
at 16.5% (2013: 16.5%) of the estimated assessable profits
for the year. The Company is exempted from Hong Kong
Profits Tax according to section 87 of the Inland Revenue

CE-TENEERS R EE EAE
FER L HERFRANE LI16.5% (—F—=
F116.5%) WBEREHH - IR (Fssfe
BI) 55871 » AL EIER GG A

Ordinance. it o
(b) Reconciliation between tax expenses and (b) MIEIZHEEHAFIREARK
accounting profit at applicable tax rate: STERHEE:
2014 2013
Profit before taxation FRFR T Fl $ 4,891,014 % 15,246,459
Notional tax on profit before taxation, &IEF=16.5%
calculated at 16.5% (2013: 16.5%) (20134F : 16.5%)
FHEBRAS i A
FREZE s $ 807,017 $ 2,515,666
Tax effect of non-taxable revenue TRZEER I R (T 5 i 2 (41,488) (66,575)
Over-provision in respect of prior year — LU{:4E & Y i st 7 (15,856) (10,002)
Profit exempt from profits tax ER G IR ARSI
(note 6(a)) (H¥5x6(a) (557,104) (1,785,343)
Others HAth 5,884 -

Actual tax expense charged to profit  fEE RS F TSI B
or loss FRIEZ MY

$ 198,453 § 653,746
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7 Profit attributable to members of the 7

Company

The consolidated profit attributable to members of
the Company includes a profit of $10,373,627 (2013:
$10,820,261) which has been dealt with in the financial
statements of the Company.

Reconciliation of the above amount to the Company’s
profit for the year

2 /NS =Sy =gl

A2 ] BB A B i R A A
10,373,6277L (=& —=4 : 10,820,261
T8 ERALFENI B ERFR A -

RN FIRALERE b BRI R

2014 2013

Amount of consolidated profit

attributable to members dealt with in 22 AARA B BEHRFHI R 2

the Company’s financial statements  Ji{ L& FlEi%E

$ 10,373,627 $ 10,820,261

AR S N R MG R A R
Interim dividends from a subsidiary HisR A M B A BB A A

attributable to the profits for the year — R&FIr R &, 34,500,000 -
Impairment of investment in a

subsidiary Fakva= () /NI EONERED (10,000,000) -
Ccompany’s profit for the year ZN/ANEING: ey $ 34,873,627 $ 10,820,261

However, pursuant to the Company’'s Memorandum of
Association, no portion of the income and property of the
Company shall be paid or transferred directly or indirectly,
by way of dividend, bonus, or otherwise howsoever, to the
members of the Company.

ity - AREALFR A FEIEMER - AL
A AR BEAL IR 50 AN n] BB el 2
DUk S~ AERL 5 205 s s B A

NHEIRA

8 Goodwiill 8 BHE
The Group
AEE
2014 2013
At cost AR $ 6,997,240 $ 6,997,240
Less: Impairment I - RE (6,997,240) -
Carrying amount M THI <% $ - 3 6,997,240
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8

Goodwill (continued)
Impairment test for goodwiill

Goodwill is allocated to the Group’s cash-generating
unit, Hong Kong Domain Name Registration Company
Limited ("HKDNR"), which is engaged in the provision
of “.hk"” and “.&F¥#&" domain name registration services.
The recoverable amount of HKDNR is determined based
on the value-in-use which is calculated by using the
discounted cash flow method. The actual operating
results for the year ended 31 December 2014 and data
from the Group's detailed planning are used to project
future cash flows of HKDNR for a period of five years
with subsequent transition to perpetuity. In view of the
implementation of Registry/Registrar mode of operation
for “.hk" and " &F#&" in 2014, the number of “.hk" and ".&
7" domain names of HKDNR for the years following the
five-year period is extrapolated using an average reduction
rate of 1.4% and remains constant thereafter in future years.
The key assumptions include the number of domain names
which is estimated to decline between 1.0% to 1.7% over
the next five years. A pre-tax discount rate of 15% had been
used in discounting the projected cash flows.

Based on management’s impairment test at 31 December
2014, the carrying amount of HKDNR exceeded its recoverable
amount of negative $4.2 million, which resulted in full
impairment of goodwill.

Hong Kong Internet Registration Corporation Limited
2014-2015 Annual Report

e (1)
2 AR E RIS
B R il T BRI A G
Hfesszdt T ohk o R T EE ) HAEET
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FrEM TR AR Rk 20 HYR
KB ETLE - BN F T H AR
F.hky ke T AW ) FsREEmE s /o5
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F A IHECRFERR T ohk, & T&
) YA AL TR A% HES
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JE o Erh R g B - BITEET
A E AR LA TR - BT
1.0%2%E1.7% - TG RS DIRHTT
BIH15% H78 -

HBE Y —F—E+—H =+ —H
FIRAETIHIER - A vt AL A R I <B4
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9 Property, plant and equipment 9 M. FRE NS s
The Group ANEEF
Network
and
computer
Office hardware/
machinery  Furniture software
and and and
equipment fixtures equipment Total
WNE FEREE HER&RER 185t
f88 T =0 FE{F / B
I &
Cost: A
At 1 January 2014 2014415 1H $ 295795 $ 1,165,413 $ 13,924,609 $ 15,385,817
Additions s 14,240 60,328 438,096 512,664
Disposals B (2,130) (5,336) - (7,466)
At 31 December 2014 A2014412H31H $ 307,905 $ 1,220,405 $ 14,362,705 $ 15,891,015
Accumulated
depreciation: RitineE -
At 1 January 2014 AR20144E1H1H $ 203,513 $ 1,101,314 ¢ 12,303,032 $ 13,607,859
Charge for the year RIEFEYTEE 32,181 36,842 875,033 944,056
Written back on disposals & B i [l (2,130) (5,336) - (7,466)
At 31 December 2014 A2014412H31H $ 233,564 $ 1,132,820 $ 13,178,065 $ 14,544,449
Net book value: R VR
At 31 December 2014 R20145E12H31H  $ 74,341 § 87,585 $ 1,184,640 $ 1,346,566
cost: A
At 1 January 2013 AR2013%F1H1H $ 264,856 $ 1,108,195 $ 12,924,337 $ 14,297,397
Additions b= 100,730 59,218 1,242,402 1,402,350
Disposals R (69,800) (2,000) (242,130) (313,930)
At 31 December 2013 A2013%12H31H  $ 295,795 $ 1,165,413 $ 13,924,609 $ 15,385,817
Accumulated
depreciation: Zating :
At 1 January 2013 20134 1H1H $ 248,282 $ 1,049,546 $ 11,167,118 $ 12,464,946
Charge for the year ENC LT 25,031 53,768 1,378,044 1,456,843
Written back on disposals & & i [a] (69,800) (2,000) (242,130) (313,930)
At 31 December 2013 A2013%12H31H  $ 203,513 $ 1,101,314 $ 12,303,032 $ 13,607,859
Net book value: IERE I

At 31 December 2013 R2013%12H31H ¢ 92,282 § 64,099 $ 1,621,577 $ 1,777,958
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10 Investment in a subsidiary 10 MBI E
The Company
P /NT|
2014 2013
Unlisted shares, at cost Ik BTt (A $ 10,000,000 $ 10,000,000
Less: Impairment K : UE (10,000,000) -
$ - 3 10,000,000

As at 31 December 2014, the Company’s investment in
HKDNR was fully impaired, after the Company assessed
the recoverable amount of the investment in HKDNR.
The recoverable amount of HKDNR is determined based
on the value-in-use which was calculated by using the
discounted cash flow method (adopting the basis and
key assumptions as disclosed in note 8).

MR ZH=A—H o AR
AN T RllIEREra= GORIEEL (6
JG » R FERE B M & 2 3
B By v tek A4 B A v U (Bl AR 2 TR
EMEFTBEENEREERE
FHREEHE Je - SRS IR RES)

Percentage of
issued capital

Place of directly held by

incorporation Particulars of the Company
and operation issued capital ¥ /NI [T=E 3 Principal
Name of company SHMAII BETARAR FEWBEEET activities
NS ST R RABEDL TEXH
Hong Kong Domain Hong Kong 2 ordinary shares 100% Provision of “.hk" and
Name Registration " FHHE" domain name
Company Limited registration services
AR AL T i 2kt 100%  fRft T hky & &
HIRAH] fepiiline 7 ST IR S
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11 Trade and other receivables 11 FEWEEFT N EfthFEILER
The Group The Company
rEE ¥:/N=T!
2014 2013 2014 2013
Trade receivables JEMHR X

Deposits, prepayments 34 ~ TEfT 2K $ 91,951 $ 190,421 $ 4,446 $ 92,196
and other receivables S E:AEIER Sl 1,968,054 kA 331,403
$ 2,679,447 $ 2,158,475 $ 702,883 $ 423,599

The amount of the Group's trade and other receivables
expected to be recovered after more than one year is
$680,926 (2013: $607,093). All of the other trade and
other receivables of the Group and the Company are
expected to be recovered within one year.

(a) Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against
trade receivables directly. At 31 December 2014, trade
receivables of Nil (2013: Nil) were individually determined
to be impaired.

(b) Trade receivables that are not impaired

Trade receivables are due within 30 days from the date
of billing. Further details on the Group’s credit policy
are set out in note 18(a).

AR S [ PR SUTAE — 57 1% M5 1] g R LK 3 e
HAth FE MR 680,926 TT( & — =4
607,09370) » ALEMAL B HERATH
I AT I 5 L At JEE S B A — £ A
[E] o

@)  FENERFBVRIE

JEE ST Dok LS TR ER P HE i BR 2T 8%
(B AN S [ R R HEC B 5 2 £ T A 1 A
fRF oK 1L 85 18 f68 o L 2 o g R SR
MREZB—NE+ZH=+—H -
T AR ) SR RS {1 R T K
fH -

(b)  RERENFERERR

JFEE WA B K A 5% HE R B H R R T = R E]
A - AREEEEBCREMEETE AR
Z¥18(a) °
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11 Trade and other receivables (continued) 11 FEWEEF N HMEIER (18)

(b) Trade receivables that are not impaired (b) BEBENEKEER (&)
(continued)

The ageing analysis of trade receivables that are neither T A A SR B AT A T 2N Ry T VERAELAY
individually nor collectively considered to be impaired is FEUCERE SRR MRS S ATAN T -
as follows:

The Group The Company

FEE P /NI
2014 2013 2014 2013
Neither past due @A JE
nor impaired HA JRE ISR X $ 83,190 $ 87,530 $ - $ -

Less than 1 month SEHAAR R 1 {E H

past due $ 4315 $ 9,720 $ = $ -
110 3 months past due EIHAFEE 18 H 2
3fEA 4,446 975 4,446 -
More than 3 months a3 H - 92,196 - 92,196
past due
$ 8,761 $ 102,891 $ 4,446 $ 92,196
$ 91,951 $ 190,421 $ 4,446 $ 92,196
Receivables that were neither past due nor impaired REHA AR R RS R 1 FE IS OR BT
relate to a wide range of customers for whom there SR 28 {18 NI St R AN SREL SR % R R -

was no recent history of default.

Receivables that were past due but not impaired relate 2 3 I SIf7 P 5 L 5 L ) JRE IO L AR
to a number of independent customers that have a good LEZENTCRRFNE T LEFH
track record with the Group. Based on past experience, B o IR LIERIRRES - EHEER R - B
management believes that no impairment allowance is S BB B EE KA E) - 1 HLAA RS
necessary in respect of these balances as there has not BRA R Ry v A B[] - [RIBE R ZE RS
been a significant change in credit quality and the balances SEAEERET BB O o ANERIEG ML E
are still considered fully recoverable. The Group does not Se AR AR (T R -

hold any collateral over these balances.
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12 Cash and deposits with banks 12 BENBETES
The Group The Company
TEE ¥ /N
2014 2013 2014 2013
Bank deposits with
maturity beyond three iR 3ME H £IHH
months HISRA TR $ 122,802,631 $ 118,420,053 $ 115,494,978 $ 74,116,677
Cash at bank and in hand
(cash and cash RITHER RIS
equivalents in the (FFEBEIE
consolidated cash flow — FFT/RIVEISE K
statement) TS EY)) 16,553,794 10,662,216 6,756,473 2,086,150
Cash and deposits with
banks in the balance &7 A BRI
sheet BRI T $ 139,356,425 $ 129,082,269 $122,251,451 $ 76,202,827
13  Amount due to a subsidiary 13  FEEBABIZIE
Amount due to a subsidiary is unsecured, JEAST M T 2\ B O E R S A ~ 0 L B SRR ]
interest-free and has no fixed repayment EEH -
terms.
14  Other payables 14  EithFE(TER
The Group The Company
REE % /N=]|
2014 2013 2014 2013
Accrued charges and &G T2 I s HAth
other creditors JERF K $2,931,565 $2644,483 $ 871,112 $ 939,835
Advances received CUBEK 4,050,658 3,570,504 2,040,013 1,585,495

Amount due to Joint JERT KRB A S
Universities Computer — HLOARA Y
Centre Limited FE 15,172 14,500 - -

$ 6,997,395 $ 6,229,487 $2,911,125 $ 2,525,330

All of the other payables are expected to be i HAth R FRTER & fE —FF E AT - FE
settled within one year. The amount due to Joint R EBEAE IS TG RRA B 0208 By i
Universities Computer Centre Limited is unsecured, HCH ~ 8 R R Sk o

interest-free and has no fixed repayment terms.
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15

16

Deferred registration income 15  EEEEFK A
At 31 December 2014, the deferred registration income REB—-NFEZH="1—H - RLEFH
expected to be recognised as income is as follows: WA TERF A N IEARIES R AT
The Group The Company
AEE ¥ N/NT|
2014 2013 2014 2013
Within 1 year 1AEA $20,464,486 $21,324,992 $12,106,493 $ 11,470,578

After 1 year but within

2 years VR IE25EA $ 8876947 $ 9,142,564 $ 5,281,244 $ 4,670,197
After 2 years but within

5years s JERTE | 8,128,216 8,765,663 4,762,579 4,878,454
After 5 years StE#% 583,842 641,834 421,031 346,476

$17,589,005 § 18,550,061 $ 10,464,854 $ 9,895,127

$38,053,491 §$ 39,875,053 $ 22,571,347 § 21,365,705

Income tax in the consolidated balance sheet 16 FEE5&EBEXRFITHNPIER

(a) Current taxation in the consolidated (a) e BEaEERFITINARRR
balance sheet represents: TEA:
The Group
AEE
2014 2013

Provision for Hong Kong

Profits Tax for the year AR T HE RIS A H i $ 273,568 $ 673,106
Provisional Profits Tax paid EATE RS (667,250) (853,636)

Tax recoverable w] Y [ElFTE $ (393,682) $ (180,530)
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16

17

Income tax in the consolidated balance sheet 16 =& EABEFIRIFIER
(continued) (er)

(b) Deferred tax liabilities recognised: (b) EHEERRERIEAE:

The Group REEH]

The component of deferred tax liabilities recognised in REBCAERES B E AR IRIER
the consolidated balance sheet and the movements T BB G o3 FOA AR s A -
during the year are as follows:

Depreciation
allowances
in excess of
the related

depreciation

HIBERITENIE
RiREE
At 1 January 2013 #2013 1H1H $ 222,438
Credited to profit or loss At AL (9,358)
At 31 December 2013 A20134£12H31H $ 213,080
At 1 January 2014 *2014%1H1H $ 213,080
Credited to profit or loss At AL (59,259)
At 31 December 2014 2014412 H31H $ 153,821
Capital management 17 BXREE

The Group's primary objectives when managing
capital are to safeguard the Group’s ability to continue
as a going concern, so that it can continue to serve
the Internet community of the Hong Kong Special
Administrative Region, as well as the global Internet
community, in relation to the administration of the
" hk” and “ &#E" country-code top-level domain.

The Group defines “capital” as including all
components of equity.

The Group's capital structure is regularly reviewed
and managed, and adjustments are made to the
capital structure in light of changes in economic
conditions affecting the Group, to the extent that
these do not conflict with the directors’ fiduciary
duties towards the Group or the requirements of
the Hong Kong Companies Ordinance.

The Group was nhot subject to externally imposed
capital requirements in either the current or the
prior year.

AREEEE P E AN T H AR IR AL
B AT RS - (O AT DU R R b
BT B B 2= BRAY BBt 2 P (1 7 v
e JERRs A (BT ko ke AR )
AR B e P A 5 -

AREEM "EA , FUE RS AT A
S

AL & E WIRE FVE B AL -
FEA R FE A E AT AT
s (ARG BIAE IR -
JE S AR ] B A SR [ ol A RS T AR
DU T R A AL -

AREEEFEA T B o F S HASZSMA
FINTHIEARUE TR -
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18

Financial risk management and fair
values of financial instruments

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

(a) Credit risk

The Group's credit risk is primarily attributable to cash
and deposits with banks and trade and other receivables.
Management has a credit policy in place and exposures
to these credit risks are monitored on an ongoing basis.

The Group's cash and deposits with banks are placed
with major financial institutions.

Credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments
when due and current ability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customer
operates. Trade receivables are due within 30 days
from the date of billings. 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. At
the balance sheet date, the Group has a concentration
of credit risk as 46% (2013: 69%) of total trade receivables
was due from the Group's five largest customers.

The maximum exposure to credit risk is represented by
the carrying amount of trade and other receivables and
each financial asset in the balance sheet. The Group
does not provide any guarantees which would expose the
Group to credit risk.

18
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18

Financial risk management and fair
values of financial instruments
(continued)

(b) Liquidity risk

The Group's policy is to regularly monitor its current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements
in the short and longer term. The contractual undiscounted
cash outflows of the Group’s financial liabilities are equal to

their respective carrying amounts as at 31 December 2014
and 2013.

(c) Foreign currency risk

The Group is exposed to foreign currency risks through
certain transactions that are dominated in the United
States dollars (“USD”). As the Hong Kong dollar (“HKD")
is pegged to the USD, the Group does not expect any
significant movements in the USD/HKD exchange rate.

(d) Fair value measurement

The carrying amounts of the Group's financial instruments
carried at cost or amortised cost are not materially
different from their fair values as at 31 December 2014
and 2013.

18
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19  Operating lease commitments 19 {SEHERIE

At 31 December 2014, the total future minimum lease R-FE—WE+ZA=+—H  AREH
payments under non-cancellable operating leases are TR 18 A vl U8 AR 2 T E W 2k i AR &
payable by the Group as follows: FFGREERAN T -

The Group

FEE

2014 2013
Premises i
Within 1 year 1EHN $ 2,932,684 $ 2,535,824
After 1 year but within 5 years 1ERESER 4,026,011 261,935

$ 6,958,695 §$ 2,797,759

Facilities management services 3%/ & MR %

Within 1 year 1A $ 881,396 $ 471,040
After 1 year but within 5 years 1ERESER 1,315,643 -
$ 2,197,039 § 471,040
The Group leases a number of properties under operating AEERBREHEHHZEYZ 6
leases, which typically run for an initial period of two years, BHE — o2 HIHmS - HE R
with an option to renew each lease upon expiry when all BEEEEH o B ES T TE R
terms are renegotiated. None of the leases includes A ZFEREHE ML EEEHSE -

contingent rentals.

20 Material related party transactions 20 BABEEARZ
In addition to the transactions and balances disclosed F?Kﬁh%qﬁlﬁ%ﬁﬁ?ﬂﬁéﬂ’]?&%&%ﬁ%% g
elsewhere in these financial statements, during the year, AR A A P TR B R W T 1T R A E R
the Group entered into the following material transactions o

with connected and related parties:

2014 2013

Key management personnel, EHEER - UiEES
including directors: - EE SR
- Short-term employee benefits $ 3,906,162 § 3,696,573
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21

Possible impact of amendments, new 21

standards and interpretations issued
but not yet effective for the year ended
31 December 2014

Up to the date of issue of these financial statements, the
HKICPA has issued a few amendments and new standards
which are not yet effective for the year ended 31 December
2014 and which have not been adopted in these financial
statements. These include the following which may be
relevant to the Group.

HE—B-—ME+—F=1—
HLEFE B 1818 R R EXTHY
1&5], TR N2 Enl g EE
N

BEAVBRERTIZEY - FEgHH
AGUHEMANEE _FE-UFE+_H=
T —H IR R AR - IR E AR
B ARAN Y 2 TSR T R HER]] - 55 56
HE R AU dE Y AT RE B SR B A Y
IHH

Effective for
accounting periods
beginning on or
after

ELL N HHRE
RN
BEHHARAEN

Amendments to HKAS 16
and HKAS 38, Clarification
of acceptable methods of
depreciation and amortisation

HKFRS 15, Revenue from contracts ( FEsiAfsy S Hadl]) 551558
M E1% P MR R A A IBOA |

with customers

(BB B RS YER) 295

HKFRS 9, Financial instruments T&RTH ,

The Group is in the process of making an assessment
of what the impact of these amendments is expected
to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to have
a significant impact on the Group’s results of operations
and financial position.

In addition, the requirements of Part 9, "Accounts and
Audit”, of the new Hong Kong Companies Ordinance
(Cap. 622) came into operation from the Group's first
financial year commencing after 3 March 2014 (i.e. the
Group’s financial year which began on 1 January 2015)
in accordance with section 358 of that Ordinance. The
Group is in the process of making an assessment of
the expected impact of the changes in the Hong Kong
Companies Ordinance on the financial statements in
the period of initial application of Part 9. So far it has
concluded that the impact is unlikely to be significant and
will primarily only affect the presentation and disclosure
of information in the financial statements.

(EEGEHHEN) B165RMIEE38IRERT
UL ER R T EE AT B T IR A TR

1 January 2016
20164E1 H1H

1 January 2017
2017%E1H1H

1 January 2018
201841 H1H
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