Notes to the Consolidated Financial Statements

1 Significant accounting policies

(a)

(b)

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),
accounting principles generally accepted in Hong Kong
and the requirements of the Hong Kong Companies
Ordinance. Significant accounting policies adopted by the
Group are disclosed below.

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. Note 1(c)
provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to
the Group for the current and prior accounting periods
reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year
ended 31 December 2017 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.
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JAZS#51)7R )

1

Significant accounting policies (continued)

(b)

(c)

(d)

Basis of preparation of the financial statements
(continued)

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

Changes in accounting policies

The HKICPA has issued several amendments to HKFRSs
that are first effective for the current accounting period
of the Group. None of these impact on the accounting
policies of the Group.

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

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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Notes to the Consolidated Financial Statements

1 Significant accounting policies (continued)

(d)

(e)

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 a resulting gain or loss 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
investmentin an associate or joint venture.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses.

Property, plant and equipment

Property, plant and equipment is stated at cost less
accumulated depreciation and impairment losses.

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:

— Office machinery and equipment 3years
— Furniture and Fixtures 3 —6years
— Network and computer hardware/

software and equipment 3years
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JAZS#51)7R )

1 Significant accounting policies (continued)

(e)

(f)

Property, plant and equipment (continued)

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

The carrying amounts of property, plant and equipment
are reviewed for indications of impairment at the end of
each reporting period. An impairment loss is recognised
in profit or loss if the carrying amount of an asset, or
the cash-generating unit to which it belongs, exceeds its
recoverable amount. The recoverable amount of an asset,
or of the cash generating unit to which it belongs, is the
greater of its fair value less costs 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 the time value of money and the risks specific to the
asset. An impairment loss is reversed if there has been a
favourable change in the estimates used to determine the
recoverable amount.

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 item and are recognised in
profit or loss on the date of retirement or disposal.

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.
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Notes to the Consolidated Financial Statements

1 Significant accounting policies (continued)

(f) Leased assets (continued)

(1)

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.

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
loss as an integral part of the aggregate net lease
payments made.
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JAZS#51)7R )

1 Significant accounting policies (continued)

(g)

(h)

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 forimpairment 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 estimated future cash flows, discounted at the
asset’s original effective interest rate 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 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 debtors 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.

Other payables

Other payables are initially recognised at fair value and
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.
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Notes to the Consolidated Financial Statements

1 Significant accounting policies (continued)

(i)

(i)

(k)

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.

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost 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.

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 end of the reporting period,
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.
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JAZS#51)7R )

1 Significant accounting policies (continued)

(k)

)

(m)

Income tax (continued)

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 end of the
reporting period. Deferred tax assets and liabilities are not
discounted.

Other provisions and contingent liabilities

Provisions are recognised for other 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.

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 fees income

Registration fees 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 consolidated statement of financial position.
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Notes to the Consolidated Financial Statements

A #5 R B et

(Expressed in Hong Kong dollars) (LAB#E SR )

1 Significant accounting policies (continued) 1 FESEHECKR(H)
(m) Revenue recognition (continued) (m) WA (E)
(i) Service feesincome (i ARFUA
Service fees income is recognised on an accruals AR 74 Y A7 1R A AR 75 £ H7
basis when the relevant service is rendered. RS A TR
(i) Interestincome iy FBUA
Interest income is recognised as it accrues using FMEWARHEEERFUE
the effective interest method. PR FRORMER -
(n)  Translation of foreign currencies (n) IesRE
Foreign currency transactions during the year are FRINER HIRR 5 B HINE
translated at the foreign exchange rates ruling at the EXBE - NEER - UINER
transaction dates. Monetary assets and liabilities BUNEEEERBBERAING
denominated in foreign currencies and non-monetary RELWIRARBEIRNIER
assets and liabilities denominated in foreign currencies KEERBE  BIREEAHNIN
that are stated at fair value are translated at the foreign HERRE - B REER
exchange rates ruling at the end of the reporting period. IS N HERR ©

Exchange gains and losses are recognised in profit or loss.

(o) Related parties (o) PBEEER
(a) A person, or a close member of that person’s (a) MWBIUTAL: BIZAL
family, is related to the Group if that person: HE A THI R ERNEE
BORARE T -
(i) has control or joint control over the Group; (i) RIS EE =G H
FZEGIAREE :
(i) has significant influence over the Group; or iy HEAEEEBEK
BEET ;K
(i) is a member of the key management (i) RAEBEIKEHE
personnel of the Group or the Group’s (S/NEIE:of k3
parent. AB o
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Notes to the Consolidated Financial Statements

RS M 5
(Expressed in Hong Kong dollars) (JAZS#51)7R )

1 Significant accounting policies (continued)
(o) Related parties (continued)

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

(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).

(if) 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 employees of either
the Group or an entity related to the Group.

(vi)  Theentityis controlled orjointly 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 the 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 the
Group’s parent.
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Notes to the Consolidated Financial Statements

B Rk MR

(Expressed in Hong Kong dollars) (LAB#E SR )

Significant accounting policies (continued) 1 FESHECE(#)
(o) Related parties (continued) (o) EBHR (&)
Close members of the family of a person are those ERATHIREIETE
family members who may be expected to influence, or ZERNX P EZBATH
be influenced by, that person in their dealings with the REZENRE -
entity.
Revenue 2 EXH
The principal activity of the Company is administrating the RARNEEXEBRERTBIMEIAR
registration of Internet domain names under “hk” and “ &7&” B2 (B [hk] R [ BB WFEMEER -
country-code top level domains. The Company provides RARIRAE MRS (Hh 2 —
registration of domain names through its registrars, one of REZEMBARBZEEFATMERLD
which is its wholly-owned subsidiary. A)) Rt R AR -
Revenue represents total income from provision of domain EEERREMRE AT MAREHKA L
name registration services. The amount of each significant o FRABARANERNNZBERSEN
category of revenue is as follows: i

Registration fees Tt 35,440,755 36,374,753
Service fees fR7%s & 1,121,151 944,443
36,561,906 37,319,196

Other income 3 Hag A

Bank interest income HRITHEHA 1,456,230 1,016,356
Exchange gains, net PE 5 U e F 58 265 1,985
Sundry income FETEUWA 500,266 548,482

1,956,761 1,566,823
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JA7&E#£ %51 7R )

4 Profit before taxation 4 BRBADER
Profit before taxation is arrived at after charging: BRAE AR A 2 0k 51 & 18 -

(a) Staff costs (a) BIKAK
Contributions to defined SRR 2B
contribution retirement plan 383,206 367,795
Salaries, wages and other benefits e TENREMET 12,933,644 11,638,179
13,316,850 12,005,974
(b) Otheritems (b) HEHE
Depreciation e 2,178,038 1,029,814
Operating lease charges in respect KEMEX HBENFER -
of premises: minimum lease EHEFER
payment 2,526,818 2,351,975
Operating lease charges in respect RETRE X HEAN W
of equipment and facilities: N EEENREE
minimum lease payment 1,593,123 1,524,165
Auditor’s remuneration ZE AN B &
— audit services — B IRTE 198,000 187,000
— tax services — MG ARTE 49,000 47,500
Loss on disposal of property, BREVE  HER
plant and equipment BiTEE RS 15,395 =
5 Directors’ emoluments 5 EEMWE
Directors’” emoluments disclosed pursuant to section 383(1) RIBEE B FHER)EE 383(1) & R(AF
of the Hong Kong Companies Ordinance, and Part 2 of the (REBEESNRER)ROIDE 2855z
Companies (Disclosure of Information about Benefits of EEMEMT

Directors) Regulation are as follows:

Directors’ fees EE=kn - —
Salaries, allowance and benefitsin kind ~ #r& « JE8E R B - —
Discretionary bonuses mMisHE = -
Retirement scheme contributions RRET IR - =
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Notes to the Consolidated Financial Statements

B Rk MR

(Expressed in Hong Kong dollars) (LAB#E SR )

6  Income taxin the consolidated statementof profit 6 #AEEEREMEZERERFITN

or loss and other comprehensive income Pig=ri)
(a) Taxation in the consolidated statement of profit or (a) HEEZREMZEWERA
loss and other comprehensive income represents: THBIER !
Current tax-Hong Kong REBIE — BRAEH
Profits Tax
Provision for the year NEERE - —
Over-provision in respect of prioryear LAk & & 2= A F - (20,000)
— (20,000)
Deferred tax ELEBIE
Origination and reversal M= R e E £ O
of temporary differences — (78,550)
— (98,550)
The provision for Hong Kong Profits Tax for 2017 is Tt FHNEENEHERER
calculated at 16.5% (2016: 16.5%) of the estimated BARFE GRS FE N
assessable profits for the year. The Company is exempted 165% ( = F — /X F 1 165%) H)
from Hong Kong Profits Tax according to section 87 of the MEFH - BB IEH ) 87
Inland Revenue Ordinance. & RATVERRHBNE BTG
i o
(b)  Reconciliation between tax expenses and (b) BEIXIHHESEFNIREAH
accounting profit at applicable tax rate: Rt EWEHE -

Profit before taxation B A5 B g ) 12,111,627 15,798,790
Notional tax on profit before RARB* 16.5% (2016 F © 16.5%)

taxation, calculated at 16.5% FTERTADEF MR ERIE

(2016: 16.5%) 1,998,418 2,606,800
Tax effect of non-taxable revenue RN e AT S22 £ (133) (8,305)
Tax effect of unused tax losses RERMBE BT

not recognised o (55,744) 100,594
Over-provision in prior years AT E BT - (20,000)
Tax effect of profit exempted R AT A E A

from profits tax (1,942,541) (2,777,639)
Actual tax expense credited EERKRAS XA ERTIE

to profit or loss F-gax = (98,550)

EREBAIMEBARAT 2017FERE Q



Notes to the Consolidated Financial Statements

RS M 5
(Expressed in Hong Kong dollars) (JA7&E#£ %51 7R )

7  Property, plant and equipment 7 YE- -BERRE

Cost: B

At1 January 2017 RM2017E1 A 1R 321,939 1,225,315 16,205,925 17,753,179
Additions g 202,170 3,581,733 2,057,990 5,841,893
Disposals BE (112,093) (1,201,360) (1,626,524) (2,939,977)
At 31 December 2017 M20174 12 A31 A 412,016 3,605,688 16,637,391 20,655,095

Accumulated depreciation: EiHTE :

At1 January 2017 R2017F1A1H 284,632 1,208,800 13,548,763 15,042,195
Charge for the year REEHE 62,815 633,185 1,482,038 2,178,038
Written back on disposals R E Al (110,432) (1,187,126) (1,626,524) (2,924,082)
At 31 December 2017 201712 A31H 237,015 654,859 13,404,277 14,296,151
Net book value: BRTEFHE -

At 31 December 2017 R2017F12A318 175,001 2,950,829 3,233,114 6,358,944

Cost: B

At1 January 2016 R2016F1 8118 320,915 1,225,315 13,527,710 15,073,940
Additions 2E 2,600 — 2,886,258 2,888,858
Disposals BE (1,576) — (208,043) (209,619)
At 31 December 2016 R 2016F 12 A31 8 321,939 1,225,315 16,205,925 17,753,179

Accumulated depreciation: EiH % :

At1 January 2016 R2016F1A1H 259,947 1,168,286 12,793,767 14,222,000
Charge for the year REEHE 26,261 40,514 963,039 1,029,814
Written back on disposals & & FF [l (1,576) — (208,043) (209,619)
At 31 December 2016 R 2016912 A31H 284,632 1,208,800 13,548,763 15,042,195
Net book value: IREEE -

At 31 December 2016 2016 12 A31 8 37,307 16,515 2,657,162 2,710,984
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Notes to the Consolidated Financial Statements

B Rk MR

(Expressed in Hong Kong dollars) (LAB#E SR )

8  Investment in a subsidiary 8 HRHEBATNRKRE
The Company’s investment in a subsidiary was fully impaired EZZT—MFHE - BREBEERQFAYE
during the year ended 31 December 2014 based on an BENE - ARRREBFHBTME
assessment of its recoverable amount. At 31 December 2017, the HETEBE - R_ZT—t&+=A
directors carried out an assessment of the recoverable amount of =t+—HB EFgxTEEEEEMN
the investment in a subsidiary. Based on their review, no reversal &R A W O] BB T TR o R A
of impairment losses was recognised during the year. EVEHE - AFRIAREIRERELETED o

Hong Kong Domain Name Hong Kong 2 shares 100% Provision of “hk” and . &% domain
Registration Company name registration services
Limited
BEEEEMERAR BE 2R AR 100% Rt k] B [ &7 | S8 et s
9  Trade and other receivables 9 FEURIRRHEMERRK

Trade receivables e BRE R 61,905 71,133
Deposits, prepayments and e - BRAFIER
other receivables H b fEUL TR 2,619,914 6,179,868
2,681,819 6,251,001
The amount of the Group’s trade and other receivables expected RNEBETEHE —F RN CI SR AR X
to be recovered or recognised as expenses after more than B0 JE L5 B 5 e B At B LR 4507, 727 7 (=
one year is $507,727 (2016: $496,727). All of the other trade and T—NF 149672770) - REBRH%K
other receivables are expected to be recovered or recognised as P B FE W AR X % B MUK IS & 12 — F
expenses within one year. A eIk iR R ©

EREMPEMERERAR 2017 FERSE Q
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (LA #6517 )

9

Trade and other receivables (continued)

(a)

(b)

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 2017 and 2016,
no trade receivables were individually determined to be
impaired.

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
outin note 15(a).

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired is
as follows:

P i Pl R B Lt PR WK ()

(a) ERERZRHRE
& M5 B R O R B 1R R R R R
Kaoik o (BE AKER B E R

(b)

TR AT RE MEARERS - REEIR(E
SEEMPHEEBERESR - R-F
—tF+ZA=+—RH " #fE& (=
T—NF ) RUCRE (R E
FERRIA °

RA R R YRR

JEUWBRREE HEEHRA =1
WEIH - AEBEEBGRNE
M REBESI M FE 15(a) °

AR BB E TR AR
YE R E BY) F& U2 AR TR R e 90 A 4R
T

Neither past due nor impaired B HAth AR (B B FE U BR R 47,305 53,830
Less than 1 month past due BT A 118 A 13,600 17,303
1to 3 months past due B ERRER 1A A E3E 1,000 —
14,600 17,303
61,905 71,133

Receivables that were neither past due nor impaired
relate to customers with no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance
is necessary in respect of these balances as there has
not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group
does not hold any collateral over these balances.
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Notes to the Consolidated Financial Statements

B SR 5k
(Expressed in Hong Kong dollars) (LAB#E SR )

10 Cash and cash equivalents 10 RERREEZEY

Bank deposits maturing after three TFR ERR R = 18 A 2 IRITIF K

months when placed 143,011,296 134,333,752
Cash at bank and on hand (cash RITEREAE (REHEERE

and cash equivalents in the EriRaN ke

consolidated cash flow statement) HEEEY) 33,468,295 32,956,237
Cash and cash equivalents in the FEMBIRRRRE R

consolidated statement of ReEEY

financial position 176,479,591 167,289,989

11  Other payables 11 HMEMRK

Accrued charges and other creditors JESTE & E At R 3R 3,034,386 6,068,664
Advances received SALGELREN 3,449,338 3,780,702
6,483,724 9,849,366
All of the other payables are expected to be settled within one B BN RIEA S E—FAER -
year.
12  Deferred registration income 12 EZEFEMRBA
At 31 December 2017, the deferred registration income expected RZZE—tF+ZA=+—8H  Bx
to be recognised as income is as follows: A TEET &R T 5 SRR U AL
N
Within 1 year 1FA 23,505,374 23,406,682
After 1 year but within 2 years 1FZE2FR 9,132,910 9,133,466
After 2 years but within 5 years 2FBESFR 8,976,244 8,630,118
After 5 years 5% 1% 810,542 732,409
18,919,696 18,495,993
42,425,070 41,902,675
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Notes to the Consolidated Financial Statements

B R MR

(Expressed in Hong Kong dollars) (JA7&E#£ %51 7R )

13 Income tax in the consolidated statement of 13 HKEEEAGERFRNMAEH
financial position
(a)  Current taxation in the consolidated statement (a) HEEEBBRATHREHH
of financial position represents: BHE

Provision for Hong Kong REZHBNETESE
Profits Tax for the year — —
Provisional Profits Tax paid BT EHRNER - (69,522)
— (69,522)
Balance of profits tax provision ~ ER{F & BRI FER B iEeAEE
relating to prior years (69,522) —
Tax recoverable AT Ug B £ T8 (69,522) (69,522)
(b)  Deferred tax assets and liabilities recognised: (b) ERRAREZEHEEERERE:
The component of deferred tax (assets)/liabilities AEBEREGAEERERER
recognised in the consolidated statement of financial IELERE (EE) /AENEK
position and the movements during the year are as HoMAFEEBAT -
follows:

At 1 January 2016 R2016F1A1H 78,550 = 78,550
Charged/(credited) to profit or loss #1B&,/ (5t A) 2% 313,202 (391,752) (78,550)
At 31 December 2016 2016512 A31H 391,752 (391,752) =
At 1 January 2017 R2017F1A1R 391,752 (391,752) -
Charged/(credited) to profitor loss Bk /(3 A) Bzs 107,876 (107,876) =
At 31 December 2017 R2017F 12 A31H 499,628 (499,628) s
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Notes to the Consolidated Financial Statements

Income tax in the consolidated statement of
financial position (continued)

(c) Deferred tax assets not recognised:

In accordance with the accounting policy set out in
note 1(k), the Group has not recognised deferred tax
assets in respect of cumulative tax losses of $271,814
(2016: $609,661) as it is not probable that future
taxable profits against which the losses can be utilised
will be available in the relevant tax jurisdiction and
entity. The tax losses do not expire under the current
tax legislation.

Capital management

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 “. &8 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. 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 not subject to externally imposed capital
requirements in either the current or the prior year.

13

14

A #5 R B et

(Expressed in Hong Kong dollars) (LAB#E SR )

REEERERMRHAES (H)

(c) ARERMELEHBREE

RIEMIFE 1K) PTEAI SETBOR -
AEBVEBRRAEBERBER
271,814 7T (2016: 609,661 7T ) & IE
EHREEERREAERBRGH
BENEETESEENBENE
RIEFRE & A A A gE TR © 7%
MBI TR A T I £ 2| 5
E| °

EXEHE
AEBEREANTERNZREAE
BRHELE  EEANEESEER
RITTE R M 2B BB B R TR
wRIERI S (B [hk] R [L&E]) B
i MBI ART

REBIE [EAR] FERESAFTA AR

B -

AEEETFRBRIMERENRERE I
ETEBEEUARENZEATER
BR(RRHEPDR R ENEER - HE
HARAHAEBBRTZENLEARR
HVEE R B A AR -

AEBERFEN FFREIGBAZING
FINEVE IR TEFTARIR ©
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Notes to the Consolidated Financial Statements

RS M 5
(Expressed in Hong Kong dollars) (JAZS#51)7R )

15 Financial risk management and fair values of
financial instruments

Exposure to credit, liquidity and 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 manage these risks are described
below.

(a) Creditrisk

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.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These take into account the
customer’s past payments history, financial position and
other factors. Trade receivables are due within 30 days
from the date of billings. Normally, the Group does not
obtain collateral from customers.

At the end of the reporting period, there is no significant
concentration of credit risk with respect to trade and
other receivables from third party customers.

The maximum exposure to credit risk is represented by
the carrying amount of cash and deposits with banks and
trade and other receivables in the consolidated statement
of financial position. The Group does not provide any
guarantees which would expose the Group to credit risk.

a Hong Kong Internet Registration Corporation Limited * 2017 Annual Report
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Notes to the Consolidated Financial Statements

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

(b)

(c)

(d)

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.

All financial liabilities as disclosed in the Group’s
consolidated statement of financial position are
required to be settled within one year or on demand.
The total contractual undiscounted cash flows of these
financial liabilities equal their carrying amounts on the
consolidated statement of financial position as at 31
December 2017 and 2016.

Currency risk

The Group is exposed to 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 considers the risk of movements
in exchange rate between the HKD and the USD to be
insignificant.

Fair values

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 2017 and
2016.

A #5 R B et

(Expressed in Hong Kong dollars) (LAB#E SR )
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Notes to the Consolidated Financial Statements

RS M 5
(Expressed in Hong Kong dollars) (JA7&E#£ %51 7R )

16 Operating lease commitments

At 31 December 2017, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

REEEARE

N-ZB—+F+-_A=+—8 K&£E
RIBTAIRHEGCLEHEN B RREAE
IEraazEmn T -

Premises BF

Within 1 year 1R 1,986,906 2,213,354

After 1 year but within 5 years 1FRBSFA 1,737,120 3,724,027
3,724,026 5,937,381

Equipment and facilities MR ERE

Within 1 year 1FA 1,517,160 1,469,448

After 1 year but within 5 years 1F&BBESFA 910,110 2,109,515
2,427,270 3,578,963

The Group is the lessee in respect of a number of premises and
items of internet facilities under short-term operating lease. The
leases typically run for an initial period of two to four years, at
the end of which period all terms are renegotiated. None of the
leases includes contingent rentals.

17 Material related party transactions

In addition to the transactions and balances disclosed elsewhere
in these financial statements during the year, the Group entered
into the following material related parties transactions:

AEERBLEEHHERRBTLE
BERE AREE RS REME
EMF - EMEERHREETHAK
ROBHE - SRLEHEHTEEX
BHE -

EXBELRS

BRI 5 MR T IBE AR 5 R AR -
AEBERFNERBERTETTIEX

%5

Key management personnel, includingdirectors: ~ BEZE8 ' BEES
— Short-term employee benefits — R HEE e

4,323,809 3,231,015
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Notes to the Consolidated Financial Statements

B Rk MR

(Expressed in Hong Kong dollars) (LAB#E SR )

RDT) 2 HBMRR R

18 Company-level statement of financial position 18

Non-current asset FRBEE

Deposits Be 507,727 496,727

Current assets REEE

Trade receivables e BRE R = 10,000

Prepayments and other receivables TET 3R R E At FE UK 1,340,174 917,853

Amount due from a subsidiary NG ERE 371,041 1,886,275

Cash and deposits with banks & RIRITFK 170,330,465 158,570,491
172,041,680 161,384,619

Current liabilities REEE

Other payables H A FEAST 3K 3,932,857 6,621,566

Deferred registration income EIETEMHHA 17,375,745 16,851,361

21,308,602 23472,927

Net current assets REBEEFE 150,733,078 137,911,692

Total assets net current liabilities EEABERRBAE 151,240,805 138,408,419

Non-current liability FERBEME

Deferred registration income FEIESERUL A 14,063,798 13,004,389

NET ASSETS EERE 137,177,007 125,404,030

Representing: R -

Retained profits REBEF 137,177,007 125,404,030

Approved and authorised for issue by the board of directors on

23 March 2018.

EEZRN T \F=A-t=H%k

WHFAE -

Chan Sai Ming Ho Wai Chung Stephen

Chairman Director
ks s
E EE

EROBPIMERERAT 2017FERE Q



Notes to the Consolidated Financial Statements

RS M 5
(Expressed in Hong Kong dollars) (JA7&E#£ %51 7R )

19 Possible impact of amendments, new standards 19
and interpretations issued but not yet effective for
the year ended 31 December 2017

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended
31 December 2017 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the Group.

BE-_Z—+t&+=-H=+—HL
FECHEMEERERNIEE - #
HEARZEURELENTE

BEAMBHRTIZEAY  BESFMW
AREERMREBEE_ZT—+F+_H
=t BLEFERRER  TORBER
MR RMOZRIERT ML - 5

LR BE B TR EAKEA R
MIRA :

HKFRS 9, Financial instruments (EBMBRELDEIR [/ LA 1 January 2018
—Z—-N\F—HA—H

HKFRS 15, Revenue from contracts (BB BEREERDE 159K 1 January 2018
with customers [ G B EFAET LA FIHIHA - )\#—H—H
HKFRS 16, Leases CEBIEMELRDE 165 - [HE/ 1 January 2019
—E-hF—HA—H

HK(IFRIC) 23, Uncertainty over income (BB BHRELERDE 2357 - 1 January 2019
tax treatments [T TMEE L2 EFE | —T-NF—HA—H

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations
is expected to be in the period of initial application. So far the
Group has identified some aspects of the new standards which
may have a significantimpact on the financial statements. Further
details of the expected impacts are discussed below. While
the assessment has been substantially completed for HKFRS 9
and HKFRS 15, the actual impacts upon the initial adoption of
the standards may differ as the assessment completed to date
is based on the information currently available to the Group,
and further impacts may be identified before the standards are
initially applied in the Group’s consolidated financial statements
for the year ended 31 December 2018. The Group may also
change its accounting policy elections, including the transition
options, until the standards are initially applied in the financial
statements.
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Notes to the Consolidated Financial Statements

Possible impact of amendments, new standards
and interpretations issued but not yet effective for
the year ended 31 December 2017 (continued)

HKFRS 16, Leases

As disclosed in note 1(f), currently the Group classifies leases into
finance leases and operating leases and accounts for the lease
arrangements differently, depending on the classification of the
lease. The Group enters into leases as the lessee.

Once HKFRS 16 is adopted, the Group will no longer distinguish
between finance leases and operating leases when it is the lessee
under the lease. Instead, subject to practical expedients, the
Group will be required to account for all leases of more than 12
months in a similar way to current finance lease accounting.

The application of the new accounting model is expected to lead
to an increase in both assets and liabilities and to impact on the
timing of the expense recognition in the statement of profit or
loss over the period of the lease. As disclosed in note 16, at 31
December 2017 the Group’s future minimum lease payments
under non-cancellable operating leases amounted to $3,724,026
and $2,427,270 for properties and other assets respectively,
a portion of which is payable between 1 and 5 years after the
reporting date. Some of these amounts may therefore need to
be recognised as lease liabilities, with corresponding right-of-use
assets, once HKFRS 16 is adopted. The Group will need to perform
a more detailed analysis to determine the amounts of new assets
and liabilities arising from operating lease commitments on
adoption of HKFRS 16, after taking into account the applicability
of the practical expedient and adjusting for any leases entered
into or terminated between now and the adoption of HKFRS 16
and the effects of discounting.
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(Expressed in Hong Kong dollars) (LAB#E SR )

BE-E—+tH&+=-A=+—HL
FECEMEBERERNIERT - #
RARRBUREENEE (&)

(BRMBHRELER)DE 1655 - [HE

BB EE 1(F) PTIREE - NS E IR K E
ENHESRMEMEREEHE  YRIE
TRBEENMEEHHELZIHETIIR -
ARERE D RIEAT AR LA

—BRMEBBMHERELENE 165% - K
SEESABEARSTITBRIMERE
MEEME - R - ZATRETEN
MR ARERTREREABEE T —EA
AEmmERE SR ERUNT
P ERLOARR °

BHERT S EABEREERERE
HEMEMN RYEROBRRER
RERFAT AR - B 16T
#Z RN E—+tF+-_A=+—H K
SERTARECEHMER IR ME
MEMEEMNHEZKERENZD R
3,724,026 7T }.2,427,270 7T, » A K &F
DERBEHBBRE—ERAFALZN - A
t e —BRMEBMBEIREELE 16
S BETRSREAERRATHES
& WHHEREAEEE - KEEA
TREEFEANBEAME LRI EREANE
BRI EERE 16 SRR D T L sk 4R
IERE ALY RER e ARE -
REEFEETERBFMANDITAET
IR E B RS ERE 16 ARG
MEAEMEENTEERBENSHE
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