Notes to the Consolidated Financial Statements

Br RS SRR MY EE

(Expressed in Hong Kong dollars) (LLE#5IR )

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 Hong Kong Internet Registration Corporation
Limited (“the Company”) and its subsidiary (together
referred to as “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 2019 comprise the Company
and its subsidiary.

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 RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )
1 FESFTER (8)

1 Significant accounting policies (continued)

(b)

(c)

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 a new HKFRS, HKFRS 16,
Leases, and a number of amendments to HKFRSs
that are first effective for the current accounting
period of the Group.

Except for HKFRS 16, Leases, none of the
developments have had a material effect on how the
Group's results and financial position for the current
or prior periods have been prepared or presented.
The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the
related interpretations, HK(IFRIC) 4, Determining
whether an arrangement contains a lease, HK(SIC)
15, Operating leases -incentives, and HK(SIC) 27,
Evaluating the substance of transactions involving
the legal form of a lease. It introduces a single
accounting model for lessees, which requires a
lessee to recognise a right-of-use asset and a
lease liability for all leases, except for leases that
have a lease term of 12 months or less (“short-term
leases”) and leases of low-value assets. The lessor
accounting requirements are brought forward from
HKAS 17 substantially unchanged.
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1 Significant accounting policies (continued)

(¢) Changes in accounting policies (continued)

HKFRS 16, Leases (continued)

HKFRS 16 also introduces additional qualitative and
quantitative disclosure requirements which aim to
enable users of the financial statements to assess
the effect that leases have on the financial position,
financial performance and cash flows of an entity.

The Group has initially applied HKFRS 16 as from
1 January 2019. The Group has elected to use the
modified retrospective approach. Comparative
information has not been restated and continues to

be reported under HKAS 17.

Further details of the nature and effect of the
changes to previous accounting policies and the
transition options applied are set out below:

a. New definition of a lease

The change in the definition of a lease mainly
relates to the concept of control. HKFRS 16
defines a lease on the basis of whether a
customer controls the use of an identified
asset for a period of time, which may be
determined by a defined amount of use.
Control is conveyed where the customer
has both the right to direct the use of the
identified asset and to obtain substantially all
of the economic benefits from that use.

The Group applies the new definition of a
lease in HKFRS 16 only to contracts that
were entered into or changed on or after
1 January 2019. For contracts entered
into before 1 January 2019, the Group has
used the transitional practical expedient to
grandfather the previous assessment of which
existing arrangements are or contain leases.
Accordingly, contracts that were previously
assessed as leases under HKAS 17 continue
to be accounted for as leases under HKFRS
16 and contracts previously assessed as
non-lease service arrangements continue to
be accounted for as executory contracts.
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )
1 FEEHBX ()

1 Significant accounting policies (continued)

(c)

Changes in accounting policies (continued)

b

Lessee accounting and transitional
impact

HKFRS 16 eliminates the requirement for a
lessee to classify leases as either operating
leases or finance leases, as was previously
required by HKAS 17. Instead, the Group is
required to capitalise all leases when it is the
lessee, including leases previously classified
as operating leases under HKAS 17, other
than those short-term leases and leases of
low-value assets which are exempt. As far
as the Group is concerned, these newly
capitalised leases are primarily in relation to
property, plant and equipment as disclosed in
note 7. For an explanation of how the Group
applies lessee accounting, see note 1(f)(i).

At the date of transition to HKFRS 16 (i.e.,
1 January 2019), the Group determined
the length of the remaining lease terms
and measured the lease liabilities for the
leases previously classified as operating
leases at the present value of the remaining
lease payments, discounted using the
relevant incremental borrowing rates at 1
January 2019. The weighted average of
the incremental borrowing rates used for
determination of the present value of the
remaining lease payments was 5.375%.

To ease the transition to HKFRS 16, the Group
applied the following recognition exemption
and practical expedients at the date of initial
application of HKFRS 16:

(i) the Group elected not to apply the
requirements of HKFRS 16 in respect
of the recognition of lease liabilities
and right-of-use assets to leases for
which the remaining lease term ends
within 12 months from the date of initial
application of HKFRS 16, i.e., where
the lease term ends on or before 31
December 2019; and
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1 Significant accounting policies (continued) 1 FESHEX (&)
(c) Changes in accounting policies (continued) (c) SEFHENE (E

b. Lessee accounting and transitional b. FAEAGFERERAE

impact (continued) T2 (&)
(i) when measuring the lease liabilities (iy EINEREBUH
at the date of initial application of HAERFE 165
HKFRS 16, the Group applied a single BXRRABRAE
discount rate to a portfolio of leases BER  AEEH
with reasonably similar characteristics BAAEMAER
(such as leases with a similar remaining WIHEHREE (Hla
lease term for a similar class of PRER DU B 3R 3R
underlying asset in a similar economic BREUEEEER
environment). B B R HIES
WHE)EAE—
The following table reconciles the operating TREFHT17IHE S
lease commitments as disclosed in note 17 as RZE-—NFE+ZA=+
at 31 December 2018 to the opening balance — Rz REREAEER
for lease liabilities recognised as at 1 January —ZE-NAF-A-H®ER
2019: ZHEABNBYERY

BE -

1 January 2019

ZE-hE
—A—A8
Operating lease commitments at RZZE—-\F+ZA=+—H2
31 December 2018 TR E R $ 6,146,604
Less: commitments relating to leases i : EEHAREANLZ
exempt from capitalisation: THEBEAE -
— short-term leases and other — RHITAE K FIS TR
leases with remaining lease RZE—NEF
term ending on or before +-—A=+—H=%z
31 December 2019 RilfEim 2 EiEE (1,745,355)
- leases of low-value assets - KEBEEEHE (38,040)
$ 4,363,209
Less: total future interest expenses W ARRH B A (383,415)
Present value of remaining lease FRZZ-hF—H—-AzZ
payments discounted using HEEFAEIR 2
the incremental borrowing rate BT HENFIEE
at 1 January 2019 $ 3,979,794
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

1 Significant accounting policies (continued) 1 FESHEX (&)
(c) Changes in accounting policies (continued) (c) SEFHENE (E
b. Lessee accounting and transitional b. AMBAGTEEIBE
impact (continued) T2 (&)
The right-of-use assets in relation to leases ERIDERKEHE 2
previously classified as operating leases EHBAEREEEDER
have been recognised at an amount equal AFHBNEERE Wik
to the amount recognised for the remaining HR—ZE-—NF+A=
lease liabilities, adjusted by the amount of +—HWERE BRI E
any prepaid or accrued lease payments HRHNEEBE 2 EMTE
relating to that lease recognised in the NekEHEN RS EE
consolidated statement of financial position at THE -

31 December 2018.

The following table summarises the impacts TERBURER A B BB B R
of the adoption of HKFRS 16 on the Group’s HAEAE 165 H AR K EER
consolidated statement of financial position: B BRARTE

Carrying  Capitalisation Carrying
amount at of operating amount at
31 December lease 1 January

2018 contracts 2019
RZE—N\F RZZ—NE
+=-A=+—-H B —H—HK
HAREE HEAH REE

Line items in the consolidated FHR#HAFBHBRE

statement of financial ERIE165E 2N
position impacted by the ZEMBEMRRE
adoption of HKFRS 16: HE

Property, plant and equipment %1% - BE K &E $ 4553475 $ 3,979,794 $ 8,533,269

Total non-current assets kRBDEELE 5,061,202 3,979,794 9,040,996
Lease liabilities (current) HEAE(RE) = 1,280,245 1,280,245
Current liabilities REBEE 28,922,249 1,280,245 30,202,494
Net current assets REBEEFE 162,058,850 (1,280,245) 160,778,605

Total assets less current EEABERREBAE

liabilities 167,120,052 2,699,549 169,819,601
Lease liabilities (non-current) HEEE GERE) - 2,699,549 2,699,549
Total non-current liabilities  FAREBEBEHLE 19,467,824 2,699,549 22,167,373
Net assets BERE $147,652,228 $ - $147,652,228
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1

Significant accounting policies (continued)

(c)

Changes in accounting policies (continued)

C.

Impact on the financial result and cash
flows of the Group

After the initial recognition of right-of-use
assets and lease liabilities as at 1 January
2019, the Group as a lessee is required to
recognise interest expense accrued on the
outstanding balance of the lease liability, and
the depreciation of the right-of-use asset,
instead of the previous policy of recognising
rental expenses incurred under operating
leases on a straight-line basis over the lease
term. This results in a positive impact on
the reported profit from operations in the
Group’s statement of profit or loss and other
comprehensive income, as compared to the
results if HKAS 17 had been applied during
the year.

In the cash flow statement, the Group as a
lessee is required to split rentals paid under
capitalised leases into their capital element
and interest element. These elements are
classified as financing cash outflows, similar
to how leases previously classified as finance
leases under HKAS 17 were treated, rather
than as operating cash outflows, as was the
case for operating leases under HKAS 17.
Although total cash flows are unaffected, the
adoption of HKFRS 16 therefore results in a
significant change in presentation of cash
flows within the cash flow statement.
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )
1 FEEHBX ()

1 Significant accounting policies (continued)

(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.

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 investment in 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.

(d)
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1

Significant accounting policies (continued)

(e)

Property, plant and equipment

Property, plant and equipment, including right-of-use
assets arising from leases of underlying property,
plant and equipment (see note 1(f)), 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 3 years
equipment

- Furniture and fixtures 3 - 6 years

- Network and computer 3 years

hardware/software and
equipment

- Right-of-use assets are
depreciated over the unexpired
term of lease

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.
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

1 Significant accounting policies (continued)

(e)

(f)

Property, plant and equipment (continued)

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

At inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration. Control is conveyed where the
customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.

(i) As a lessee

(A)  Policy applicable from 1 January 2019

Where the contract contains lease
component(s) and non-lease
component(s), the Group has
elected not to separate non-lease
components and accounts for each
lease component and any associated
non-lease components as a single
lease component for all leases.
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1 Significant accounting policies (continued)

(f) Leased assets (continued)

(i)

As a lessee (continued)

(A)

Policy applicable from 1 January 2019
(continued)

At the lease commencement date,
the Group recognises a right-of-use
asset and a lease liability, except for
short-term leases that have a lease
term of 12 months or less and leases
of low-value assets. When the Group
enters into a lease in respect of a
low-value asset, the Group decides
whether to capitalise the lease on
a lease-by-lease basis. The lease
payments associated with those
leases which are not capitalised
are recognised as an expense on a
systematic basis over the lease term.

Where the lease is capitalised, the
lease liability is initially recognised
at the present value of the lease
payments payable over the lease
term, discounted using the interest
rate implicit in the lease or, if that rate
cannot be readily determined, using
a relevant incremental borrowing rate.
After initial recognition, the lease
liability is measured at amortised cost
and interest expense is calculated
using the effective interest method.
Variable lease payments that do not
depend on an index or rate are not
included in the measurement of the
lease liability and hence are charged to
profit or loss in the accounting period
in which they are incurred.
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )

Significant accounting policies (continued)

(f) Leased assets (continued)

(i) As a lessee (continued)

(A)

Policy applicable from 1 January 2019
(continued)

The right-of-use asset recognised
when a lease is capitalised is initially
measured at cost, which comprises
the initial amount of the lease liability
plus any lease payments made at
or before the commencement date,
and any initial direct costs incurred.
Where applicable, the cost of the
right-of-use assets also includes an
estimate of costs to dismantle and
remove the underlying asset or to
restore the underlying asset or the
site on which it is located, discounted
to their present value, less any lease
incentives received. The right-of-use
asset is subsequently stated at cost
less accumulated depreciation and
impairment losses (see notes 1(e)).

The lease liability is remeasured when
there is a change in future lease
payments arising from a change in an
index or rate, or there is a change in
the Group’s estimate of the amount
expected to be payable under a
residual value guarantee, or there is a
change arising from the reassessment
of whether the Group will be reasonably
certain to exercise a purchase,
extension or termination option. When
the lease liability is remeasured in this
way, a corresponding adjustment is
made to the carrying amount of the
right-of-use asset, or is recorded in
profit or loss if the carrying amount
of the right-of-use asset has been
reduced to zero.
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1 Significant accounting policies (continued)

(f) Leased assets (continued)

(i)

As a lessee (continued)

(A)

(B)

Policy applicable from 1 January 2019
(continued)

In the statement of financial position,
the Group presents right-of-use assets
within the same line item as similar
underlying assets and presents lease
liabilities separately.

Policy applicable prior to 1 January
2019

In the comparative period, as a
lessee the Group classified leases as
finance leases if the leases transferred
substantially all the risks and rewards
of ownership to the Group. Leases
which did not transfer substantially all
the risks and rewards of ownership to
the Group were classified as operating
leases.

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

1
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )
1 FEEHBX ()

1 Significant accounting policies (continued)

(9)

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right
to receive consideration is unconditional if only
the passage of time is required before payment
of that consideration is due. If revenue has been
recognised before the Group has an unconditional
right to receive consideration, the amount is
presented as a contract asset.

Receivables are stated at amortised cost using the
effective interest method less allowance for credit
losses as determined below:

The loss allowance is measured at an amount
equal to lifetime expected credit losses (“ECLs"),
which are those losses that are expected to occur
over the expected life of the trade receivables.
The loss allowance is estimated using a provision
matrix based on the Group’s historical credit loss
experience, adjusted for factors that are specific to
the debtors and an assessment of both the current
and forecast general economic conditions at the
reporting date.

ECLs are remeasured at each reporting date with
any changes recognised as an impairment gain
or loss in profit or loss. The Group recognises
an impairment gain or loss with a corresponding
adjustment to the carrying amount of trade and other
receivables through a loss allowance account.

The gross carrying amount of a trade debtor or other
receivable is written off (either partially or in full)
to the extent that there is no realistic prospect of
recovery. This is generally the case when the Group
determines that the debtor does not have assets
or sources of income that could generate sufficient
cash flows to repay the amounts subject to the
write-off.

(9)
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1

Significant accounting policies (continued)

(h)

)

Other payables and contract liabilities
(i) 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.

(iiy  Contract liabilities

A contract liability is recognised when the
customer pays non-refundable consideration
before the Group recognises the related
revenue (see note 1(m)). A contract liability
would also be recognised if the Group has an
unconditional right to receive non-refundable
consideration before the Group recognises
the related revenue. In such cases, a
corresponding receivable would be
recognised (see note 1(Q)).

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.

1
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )
1 FEEHBX ()

1 Significant accounting policies (continued)

(k)

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.

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.

(k)
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1

Significant accounting policies (continued)

)

(m)

Provisions and contingent liabilities

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group 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 and other income

Income is classified by the Group as revenue when
it arises from the provision of services in the ordinary
course of the Group’s business.

Revenue is recognised when control over a service
is transferred to the customer at the amount of
promised consideration to which the Group is
expected to be entitled, excluding those amounts
collected on the behalf of third parties.

1
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

1 Significant accounting policies (continued)

(m)

(n)

Revenue and other income (continued)

Further details of the Group’s revenue and other
income recognition policies are as follows:

(i)

(iif)

Registration fees income

Registration fees income is recognised
over time on a straight-line 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.

Service fees income

Service fees income is recognised based on
the performance obligation identified in the
contract with customers.

Interest income

Interest income is recognised as it accrues
under the effective interest method using the
rate that exactly discounts estimated future
cash receipts through the expected life of the
financial asset to the gross carrying amount of
the financial asset.

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 end of
the reporting period. Exchange gains and losses are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

1 Significant accounting policies (continued)

(o) Related parties

(a)

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

(i)

(i)

(iif)

has control or joint control over the
Group;

has significant influence over the
Group; or

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:

(i)

(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).

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).

Both entities are joint ventures of the
same third party.

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

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

1 TEEFHE (F)
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

1 Significant accounting policies (continued)

(o) Related parties (continued)

(b)

(continued)

(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 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.

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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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

2

Revenue

The principal activity of the Company is administrating the
registration of internet domain names under “.hk” and “.&
7" country-code top level domains. The Company provides
registration of domain names through its registrars, one of
which is its wholly-owned subsidiary.

Revenue represents total income from provision of domain
name registration services. The amount of each significant
category of revenue from contracts with customers within
the scope of HKFRS 15 is as follows:

]
ARRAMEBEBREREBHETER
A (B[ hk) R [ BB MEMER -
AN )38 P PR AR A 44 (R —
REZEMBAREEHNEEMERA
A R A AR -

BEFARIEREETMRBE WAL
o KRB BY B REERFE 155 EE
NEZEPIIVHNANNESBEERKRAS
IR

2019 2018

Registration fees EERLIE=
Service fees R &

$ 34,198,422 $ 35,102,860
1,340,616 1,129,274

$ 35,539,038 $ 36,232,134

Revenue expected to be recognised in the future arising
from contracts with customers in existence at the
reporting date.

As at 31 December 2019, the aggregated amount of the
transaction price allocated to the remaining performance
obligations under the Company’s existing contracts is
$41,957,503 (2018: $42,133,841). This amount represents
revenue expected to be recognised in the future from
deferred registration income (see note 12).
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Other net income 3 Hag A
2019 2018
Bank interest income RITHBUA $ 3,913,605 $ 2,763,480
Exchange loss, net i 5 B 185 58 (418) 619)
Sundry income HTEUL A 403,095 693,364

$ 4,316,282 $ 3,456,225

Profit before taxation 4  BRBANER
BREATDE A E IR T 5 KA -

Profit before taxation is arrived at after charging:

2018
(Note)
(F=E)
(a) Finance costs (a) BRI
Interest on lease liabilities HEHERNE
(note 10(b)) (FFzE10(b)) $ 215,298 $ =
Note: I -

AEBEER-_T-AF-A-REREE
RIBWMEERERBERYBRELRFE 16
5o RIBRZDE  LBERATEY - 2
SMEE1(c) °

The Group has initially applied HKFRS 16 at 1 January 2019 using
the modified retrospective approach. Under this approach, the
comparative information is not restated. See note 1(c).

O
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

4  Profit before taxation (continued) 4 RREL AR (48)
2019 2018
(b)  Staff costs (b) EBIRK
Contributions to defined contribution AEHFERETEIW
retirement plan R $ 423,393 $ 429,783
Salaries, wages and other benefits e IENREMEA 16,334,348 13,894,937
$ 16,757,741 $ 14,324,720
(c) Other items (c) HfhEHE
Depreciation charge (note 7) TERX (E7)
— owned property, plant and —HENYE - BER
equipment B $ 2,557,790 $ 2,509,438
- right-of-use assets* — (AR E" 1,594,509 -
$ 4,152,299 $ 2,509,438
Total minimum lease payments ERIBER ST 4L
for leases previously FATHRDEREE
classified as operating lease HEMNHENRE
under HKAS 17*: HER K@
- office —WAE $ - $ 1,986,906
— equipment and facilities — BN - 1,589,800
Auditor’s remuneration %S B E &
— audit services — BEHRT 212,900 206,700
— tax services — TSR % 52,000 50,500
Loss on disposal of property, BEEME  BE R
plant and equipment BYLEE S 19,026 5,000
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

4 Profit before taxation (continued) 4 RREL AR (48)
(c) Other items (continued) (c) HfEHE (&)

(d)

* The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise
right-of-use assets relating to leases which were
previously classified as operating leases under
HKAS 17. After initial recognition of right-of-use
assets at 1 January 2019, the Group as a lessee
is required to recognise the depreciation of
right-of-use assets, instead of the previous policy
of recognising rental expenses incurred under
operating leases on a straight-line basis over the
lease term. Under this approach, the comparative
information is not restated. See note 1(c).

Public mission activities expenses

Public mission activities expenses represent
the expenses incurred in respect of public
mission activities including the Web Accessibility
Recognition Scheme, the Cybersecurity project, and
the Web Accessibility study. Public mission activities
of the Group are to organise, co-organise, fund,
seed, sponsor and co-sponsor activities to make
Hong Kong an inclusive and secured environment
for the use of the internet, and to encourage the use
of the internet and related technologies. All direct
expenses incurred for the primary and dominant
purpose of public mission and that contribute to the
successful running of public mission activities are
considered as public mission activities expenses.

(d)

* AEBEBRAKETED
EDERERE B BHE
ERIFE165F - WRHER
E-NE—-A-ANHNE
BARERNRBERTESSR
ERIFE17TRDBREER
ENEHHERREAEE
E-R-_E-—NF—A—H
MTHERBEREEER - &
SEH(EREBA) AER
CRBEEENE  MIFRE
NEREEEREMALE
HEEENEERNX ZK
Ko RIEZNE - LRER
AFEY| - 2R ME1(Cc)

DNBREBFBFX

RREREBERREEERES
ERifatel BRL2EARE
BRAEMESAREHEEM
EENER AEBEARERD
ABEEBAR  KEAR &
B IBERT  EHRARE
A EEEEEBMEERLE
B —BAERERML2RE - I
S B R BB AR R R o B
BEEAAREMASTERMNR
EEUNMERBRARER)
BRINEFNERARBEARLR
e B EM -
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

5 Directors’ emoluments 5 EEME
Directors’ emoluments disclosed pursuant to section 383(1) RIBFBCRaHER) FE383(1) K R(A
of the Hong Kong Companies Ordinance, and Part 2 of the Al (RBEERFER) RO E2353k
Companies (Disclosure of Information about Benefits of ZESEMeT :

Directors) Regulation are as follows:

2019 2018

Directors’ fees EEHe $ - 3 =
Salaries, allowance and benefits in kind & - 28 R B U - =
Discretionary bonuses 5 RE - -
Retirement scheme contributions RIRETEIH R - =

6 Income tax in the consolidated statement 6 REEBEREMEZEKRERAT

of profit or loss and other comprehensive )R
income
(a) Taxation in the consolidated statement of (a) HFEBEBERHMPEKERANT
profit or loss and other comprehensive RHFIES
income
The provision for Hong Kong Profits Tax for 2019 is —E-NFNEBFESHEES
calculated at 16.5 % (2018: 16.5%) of the estimated MAEE R ERER T E A
assessable profits for the year. The Company is 16.5% (ZZ—N\F : 16.5%) B
exempted from Hong Kong Profits Tax according to TRETE - RIBCHRBIEN ) E87
section 87 of the Inland Revenue Ordinance. & - R BERRBNEBRE
e
(b) Reconciliation between tax expenses and (b) BEZIHESHEFNIZERAB
accounting profit at applicable tax rate: RTEWHER :
2019 2018
Profit before taxation B4 5% Bl 4 A $ 5,581,665 $ 10,971,146

Notional tax on profit before taxation, IZERTZ16.5%

calculated at 16.5% (2018: 16.5%) ZE—)\F : 16.5%)
ETEBR BRI A 8
BEMIA $ 920,975 $ 1,810,239
Tax effect of non-taxable revenue AR S R TS 5 B (1,178) (122)
Tax effect of unused tax losses not  FIERFIZEIEH
recognised Mg 117,722 (17,528)
Tax effect of profit exempted from o F 1S 80 m F
profits tax (1,037,519)  (1,792,589)
Actual tax expense BEERIEX T $ - $ =

A @ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019



Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )
7  Property, plant and equipment 7 M - BMERRE

Network and

computer
Office hardware/
Right-of-use machinery and Furniture and  software and

assets equipment fixtures equipment
BER
BAE BB/
EREEE  HERRE LA
Cost: B :
At 31 December 2018 R2018512 4311 $ - § 398196 $ 3751527 $17,120,191 § 21,269,914
Impact on initial application of HERERBARBRE
HKFRS 16 (Note) BB 1652 (Fi5T) 3,979,794 = = - 3,979,794
MTdemey2l9  ROOSTAIE N I T I o T A 2T e
Additions BE $ 5,156,368 § 6,000 $§ 46,2200 $ 2,394,328 § 7,602,896
Disposals RE = (24,028) (34,400) (2,803,286) (2,861,714)
_M31December2019  K2019%12A%18 § 9136162 § 380168 § 3,763,327 § 16,711,233 $§ 20,990,890
Accumulated depreciation: iHE
At 1 January 2019 1201951718 $ - § 252424 § 1,360,955 § 15,103,060 $ 16,716,439
Charge for the year TEEHE 1,594,509 94,524 730,565 1,732,701 4,152,299
Written back on disposals BERED - (23,635) (15,767)  (2,803,286)  (2,842,688)
_M31December2019  K2019F12A%18 § 1594509 § 323313 § 2075753 S 14032475 § 18,026,050
Net book value: REFE
At 31 December 2019 120194124318 § 7541653 $ 56,855 § 1,687,574 $ 2,678,758 $ 11,964,840
Note: The Group has initially applied HKFRS 16 using the i AEEFBEALBETENED S
modified retrospective method and adjusted the opening ERE S ISR E R B 169
balances at 1 January 2019 to recognise right-of-use WHER-_ZE—HhhE—H—BHH
assets relating to leases which were previously classified PEEBUBRTIRIER B e
as operating leases under HKAS 17. See note 1(c). BI7THENO B AL HEENSBEE

REMEEE - 2RM1(c) -

O
EREMAZMERERLT 2019 FEHRSE



Notes to the Consolidated Financial Statements

B ISR R RE

(Expressed in Hong Kong dollars) (LB#5IR )
7  Property, plant and equipment (continued) 7 M - BERRE (E)

Network and

computer

Office hardware/
machinery and  Furniture and  software and

equipment equipment

Cost: B
At 1 January 2018 R2018F1 A1H § 412,016 $ 3,605688 § 16,637,391 $ 20,655,095
Additions 2E 73,500 145,839 504,630 723,969
Disposals RE (87,320) - (21,830) (109,150)
_At81December2018 R2018%12[318 § 398196 § 3751527 817,120,191 § 21,269,914
Accumulated depreciation: ZIHE
At 1 January 2018 #2018F1 A1H $ 237,015 $ 654,859 § 13,404,277 $ 14,296,151
Charge for the year KEEHE 82,729 706,096 1,720,613 2,509,438
Written back on disposals RERAD (67,320) - (21,830) (89,150)
_At31December2018 M2018F12A31H §_ 252424 $ 1,360,955 §$15103,060 § 16,716,439
Net book value: BRERE
At 31 December 2018 #2018F12 A31H § 145772 $ 2,390,572 $ 2,017,131 $ 4,553,475
(a) Right-of-use assets (a) FERAEEE
The analysis of the net book value of right-of-use RIEEEERMND TN ERESR
assets by class of underlying asset is as follows: EREFENT

Notes 31 December 1 January

B & 12A31H 181H
2019 2019

Property leased for own use, HE&BEBNWE

carried at depreciated cost LITEK A ARR (i) $ 4,936,745 $ -
Internet facilities, carried at B HERIE - IR E
depreciated cost A ABR (ii) 2,604,908 3,979,794

$ 7,541,653 $ 3,979,794

A @ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019
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Property, plant and equipment (continued) 7

(a) Right-of-use assets (continued)

The analysis of expense items in relation to leases
recognised in profit or loss is as follows:

Depreciation charge of right-of-use

Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

M BERRE (&)

(a) FERAREE (&
HERGHHERANEER BN
TIEESTET

2018

(Note)
(Mt3)

AR EERERIE D H

assets by class of underlying asset FRAEEENTERSE
— Property leased for own use - HEsANmE $ 219,623 =
— Internet facilities — BRI 1,374,886 =
$ 1,594,509 $ —
Interest on lease liabilities (note 4(a))  HE&BEF & (H:T4()) $ 215298 $ =
Expense relating to short-term leases EF|IGHAHNR —T—h 4
and other leases with remaining +—A=+—8=ZH
lease term ending on or before 2 E R 52 BRFE & A E fh
31 December 2019 HEFBNRAY 1,745,355 =
Expense relating to leases of low-value BXEEEERE (T8
assets, excluding short-term leases  REEZELHHEE)
of low-value assets RN 32,520 =
Total minimum lease payments for LRIBER BT 2L
leases previously classified as FITHRD B REE
operating leases under HKAS 17 HENABAEED
HIEAE N RERE - 3,576,706
Note: The Group has initially applied HKFRS 16 using the Mz : ANEEFAHEBASETER

modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise
right-of-use assets relating to leases which were
previously classified as operating leases under
HKAS 17. After initial recognition of right-of-use
assets at 1 January 2019, the Group as a lessee
is required to recognise the depreciation of
right-of-use assets, instead of the previous policy
of recognising rental expenses incurred under
operating leases on a straight-line basis over the
lease term. Under this approach, the comparative
information is not restated. See note 1(c).

EEEHRAZMEEERLF

EEERERABRAVBRE
HEBIFE165 0 WRHRBRZ
T-hF—A— BB
BB ERIBRIEEEES
EBIFE1THRDBAKLER
ENEHMERRERAEE
E-RZT—NF—HA—H
M HERERREER - &K
EE@ (tEAEFAAN) BEDR
EREEENE  MIEBT
B R E AR g
HEEEMBEERI 2K
Ko IRIBEZFE - LLEER
TFEF) - 2R M5E1(c) °

2019 FEHRE



Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (L8% %7K )
7 Property, plant and equipment (continued) 7
(a) Right-of-use assets (continued)

During the year, additions to right-of-use assets were
$5,156,368. This amount related to the capitalised
lease payments payable under a renewed tenancy
agreement of a property.

Details of total cash outflow for leases and the
maturity analysis of lease liabilities are set out in
notes 10(b) and 13, respectively.

(i) Property leased for own use

The Group has obtained the right to use
a property as its office through a renewed
tenancy agreement. The lease runs for a
period of 3 years.

(i) Other leases

The Group leases internet facilities under
leases expiring from 2 to 4 years. None of the
leases includes variable lease payments.

8 Investment in a subsidiary 8

The Company’s investment in a subsidiary was fully
impaired during the year ended 31 December 2014
based on an assessment of its recoverable amount. At 31
December 2019, the directors carried out an assessment of
the recoverable amount of the investment in a subsidiary.
Based on their review, no reversal of impairment losses
was recognised during the year.

W% - BEKRRE (&)
(a) ERAEEEH)

KEE FHAEEEEMNT
5,156,3687T ° Z & fE ZHIBE
MENEENEEHZENNE
MMEHENRER -

HERSRHBBENFEMEZEMN
HEBENIHI O REIR
MsE10(b)AN13 ©

() THEBRW?E

AEEDBBERNEE
RS E R Y R AE R
NEMEN - HERHS
& o

(i) HpHEE

X PEL S E
B 0 T AR o
FARENTRSTER

AR/

RBARNRE

HE-_ZTZ-—MNE+-_A=+—HLHF
[ REEAQE AR E B E AR
AABREBHZAMBMIEE 2 EA
B -RZZE—NF+_A=+—H £
EERRBEBHEEMAOREHTT KD
HEEITRE - REBMMMOTME - AF
MAREIREREREITER o

Percentage
of issued
capital
Place of Particulars directly
incorporation of issued held by the
Name of company and operation capital Company Principal activity
AAEEE
=8 B 3L R ERTRE RFENS#RT
NEEH R B e BEAESLE FEHK
Hong Kong Domain Name Hong Kong 2 shares 100%  Provision of “.hk” and
Registration Company Limited “ &%” domain name
registration services
EREAFEMARAR E 2R EBAX 100% e[ .hk] K [ & ]

%@ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Trade and other receivables 9 JE UK BR R K2 EL b FE LR R
2019 2018
Trade receivables JE Uk BR X $ 58,105 $ 53,470
Deposits, prepayments and other & - BRRER
receivables e IR 4,085,217 3,207,618

$ 4,143,322 $ 3,261,088

The amount of the Group’s trade and other receivables REBEBBE-—FEREKESNERARAX
expected to be recovered or recognised as expenses after B FE U AR R 1% H th fE W 5k & 654,659 7T
more than one year is $654,659 (2018: $507,727). All of (ZZ—)\4F : 507,72770) » REBHE
the other trade and other receivables are expected to be BT FE MR 30 K Efh FE UG & 1 —
recovered or recognised as expenses within one year. FAWESERBHAZ ©

Trade receivables are due within 30 days from the date of FEURBR SRE B AR B8 H B 530K A &
billing. Further details on the Group’s credit policy are set B REFBEEBRMHEMFBEHIIN
out in note 16(a). MisE16(a) ©

Cash and cash equivalents 10 HRERFALZEEY

(a) Cash and cash equivalents comprise: (a) BeRRALEEYERE:

2019 2018

Bank deposits maturing after three GRHRBeE=@A 2

months when placed SRITTERK $ 186,860,270 $ 162,131,850
Cash at bank and on hand (cash and #R1TRFHEE S (FERE

cash equivalents in the consolidated  RE XTI E K&

cash flow statement) HeZEY) 7,731,429 26,095,888
Cash and cash equivalents in the ERE MRS R R TR
consolidated statement of financial HehIREeFEEY
position $194,591,699 $ 188,227,738
(b) Reconciliation of liabilities arising from (b) RMEFTBHELENEGZHR

financing activities:
The table below details changes in the Group’s THRFMAEFBREAREZHHN
liabilities from financing activities, including both BEEZE - pERSNIEREE
cash and non-cash changes. Liabilities arising from B BB EHMEANBEAR
financing activities are liabilities for which cash flows SMEXRRBAESTREHRIRE
were, or future cash flows will be, classified in the mEETOEAKREREETHIR
cash flow statement as cash flows from financing SRENAE-
activities.

EBORAZMEERERQT 2019 FEHRS @2



Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

10

Cash and cash equivalents (continued)

(b)

10 RERBSEFEY (A

Reconciliation of liabilities arising from (b) BMETHELANEGBZHIER

financing activities: (continued)

At 31 December 2018

Impact on initial application of

(&)

Lease liabilities
HEAE

(Note 13)
(FF5E13)

M2018F12HA31H $ -

HEREREEMBREER

HKFRS 16 (Note) F165RHI T8 (Miz) 3,979,794
At 1 January 2019 20191818 $ 3,979,794
Changes from financing cash flows: RERSRENEE :
Capital element of lease rentals paid BENEeESIHS $ (1,505,564)
Interest element of lease rentals paid EfHEESFEE D (215,298)
_Total changes from financing cash flows =~ BAREREMEDEE $_(1,720,862)
Other changes: Hith 5
Interest expenses (note 4(a)) FERZ (F5E4(a) $ 215,298
Increase in lease liabilities from entering FRRIFEEEE
into a new lease during the year HEBFEEM 5,156,368
_Totalotherchanges HtwS®es $ 5,371,666
At 31 December 2019 M2019%F12831H $ 7,630,598

Note: The Group has initially applied HKFRS 16 using the

st AEEFEBRABEETEN

modified retrospective method and adjusted the EDEINERAESMESRE
opening balances at 1 January 2019 to recognise EBIE16% c WHER -
right-of-use assets relating to leases which were T NE—B—BHEIL
previously classified as operating leases under BUB LR RIE R S @ 5t

HKAS 17. See note 1(c).

ERFA7THE B AKEEHE
ENEHEERRFERESR
E - 2RMEC) -
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Other payables 11 HMEMSR
2019 2018
Accrued charges and other creditors EETE A R E BN R $ 5,421,774 $ 3,475,185
Advances received BT 2,456,093 2,781,047

$ 7,877,867 $ 6,256,232

All of the other payables are expected to be settled within FrEEMENRBSEE—FRER -

one year.

Deferred registration income 12 EZEFEMBA

At 31 December 2019, the deferred registration income RZTE-NF+ZA=+—8  EEx

expected to be recognised as income is as follows: MU ATBEFER T HEER R K AR

T
2019 2018

Within 1 year 1FR $ 22,464,366 $ 22,666,017
After 1 year but within 2 years 1F&B2F R $ 9,208,988 $ 9,148,728
After 2 years but within 5 years 2FBBSER 9,334,225 9,375,144
After 5 years 5% 1% 949,924 943,952

$ 19,493,137 $ 19,467,824

$ 41,957,503 $ 42,133,841

The Group typically receives full prepayments from RNEERE S ETME A RS
customers when they register internet domain names. EPHEEEMNR - WEIHERREEAE
Fee received relating to future periods is recognised as a ANERABRAREGHNARGE  WEEEY
contract liability and is classified as deferred registration BAARPEREARETMEA o 1
income in the consolidated statement of financial position. BRWATE—ZE2RAFHAMBANERE
Registration fees income is recognised over time on a MR -

straight-line basis over the registration period of one to five

years.

EREMAZMERERLT 2019 FEHRSE @2



Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

12 Deferred registration income (continued) 12 EZEFEMWA (&)
Movements in contract liabilities EREENES
Balance at 1 January ®1 A1 B $ 42,133,841
Decrease in contract liabilities as a result of REFIHARBEEEENEETH
recognising revenue during the year FEWAMERE VB ERD
that was included in the contract
liabilities at the beginning of the year (22,666,017)
Increase in contract liabilities as a result of FR PATE S U B 5 fif 2 i 38 AN A9
receiving registration fees during the year EHEE 22,489,679
Balance at 31 December W12 A31 B &R $ 41,957,503
13 Lease liabilities 13 HEAE
The following table shows the remaining contractual TRERRERBERSBRALB
maturities of the Group’s lease liabilities at the end of the BEERBMBREEAF 16K ZAARE
current and previous reporting periods and at the date of HHEBEFREHNTIEA

transition to HKFRS 16:

31 December 2019 1 January 2019 (Note) 31 December 2018 (Note)
2019%12A31R 2019%1A1A (M) 201812 431 A (fizH)
Present Present Present
value of value of value of
the lease  Total lease the lease  Total lease the lease  Total lease

payments  payments payments payments payments payments

HENRBRE HEATEE BSRyRE HE . MERFRE
Wb tyear L IEA B R 1200245 $1460006 8 - 8 o
After 1 year but within 2 years ~ 1F{&{B2ER $2,534,671 $2,722,099 $1,115373 $1,229562 $ - § =
After 2 years but within 5 years 2 &E5F R 2,336,209 2,391,522 1,584,176 1,670,721 = =
________________________________________________ $4,870880  $5113,621 $2099549 2900283 § - 8§ -
$7,630,508 $8,193,602 $3,979,794 $4363209 § - $ =
Less: total future interest W ARFI B AL EE
expenses (563,004) (383,415) -
Present value of lease liabilties ~ HE&ERE $7,630,598 $3,979,794 $ =

A @ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019
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Note:

14

Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Lease liabilities (continued)

The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the opening
balances at 1 January 2019 to recognise lease liabilities
relating to leases which were previously classified as
operating leases under HKAS 17. Comparative information
as at 31 December 2018 has not been restated. Further
details on the impact of the transition to HKFRS 16 are set
out in note 1(c).

Income tax in the consolidated statement of

financial position

(a)

Deferred tax assets and liabilities

recognised:

The component of deferred tax (assets)/liabilities
recognised in the consolidated statement of financial
position and the movements during the year are as
follows:

13
GEX

14

(a)

Depreciation

HESE (H)

AEEBEBRMBETEWECE
RIEMBRFBIMEENFE 165
WHRER-Z-NAF—A—HOH
MEERIAS R RIBE B G5 ER
FITEORARKEHENAHME
ERRERREE -R_F—N\F
TZA=ZT - HWERERTTE
5 - BREBEETEMBMEER
F16RNTEBNE—FFHE 2R
MizE1(c) °

REPBRR KRR AEHR

CRIELEHHEEERER :

AEE B ERA P IRRE R
WD B (B ),/ B EE R
BAMAEERBOT

allowances
in excess of Future
the related benefits of
depreciation tax losses
BHEBAED BB RN
hESHE RIRF =
Deferred tax arising from: EZEBIEBRER :
At 1 January 2018 71201851 H1H $ 499,628 $ (499,628) $ -
(Credited)/charged to (tA)/ kriBzs
profit or loss (62,717) 62,717 =
At 31 December 2018 "2018F12 531 H $ 436,911  § (436,911) $ =
At 1 January 2019 720191 A1H $ 436,911 $ (436,911) $ -
(Credited)/charged to (5T A)/ MR8z
profit or loss 28,734 (28,734) -
At 31 December 2019 2019412 A31H $ 465,645 $ (465,645) $ -

EREMAZMERERLT 2019 FEHRSE @2



Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

14 Income tax in the consolidated statement of 14
financial position (continued)

(b) 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
$835,807 (2018: $296,486) 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.

15 Capital management 15

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 “.&#" 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.

@ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LUE#57R )

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) 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.

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 Group measures loss allowances for
the trade receivables at an amount equal to lifetime
ECLs (which is calculated using a provision matrix).
Due to the financial strength of its customers and
the short duration of the trade receivables, the ECL
allowance is considered insignificant.

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.

16
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Notes to the Consolidated Financial Statements

B RS RAR M EE

(Expressed in Hong Kong dollars) (LB#5IR )

16 Financial risk management and fair values of 16
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.

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 2019 and 2018.

(¢) 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.

(d) 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 2019 and 2018.
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Operating lease commitments 17 RKREHERE
At 31 December 2018, the total future minimum lease RZE—N\F+_A=+—H A&EH
payments under non-cancellable operating leases are BREIIHELCEHENBRFERE
payable by the Group as follows: NRBEET -
2018

Premises BF
Within 1 year 1FER $ 1,737,120
Equipment and facilities BEWERE
Within 1 year 1FR $ 1,503,682
After 1 year but within 5 years 1F8B5F A 2,905,802

$ 4,409,484
The Group is the lessee in respect of an office and a NEBALEFIBESSSHELE175
number of items of internet facilities under short-term DAL ENSHHEERAENS
operating lease which were previously classified as TEHERREER AT A - NEFSE
operating leases under HKAS 17. The Group has initially B ASIE IR A E N ERE S
applied HKFRS 16 using the modified retrospective AR E 165 - IBIEZ L AEFH
approach. Under this approach, the Group adjusted the AT —NE— - HHEYES
opening balances at 1 January 2019 to recognise lease URREBAZEREnREa s (AW
liabilities relating to these leases (see note 1(c)). From 1(c) -A-T—NE—A—B# Bk
1 January 2019 onwards, future lease payments are TE N TR B T 1(F) PR s I = R B 7%
recognised as lease liabilities in the statement of financial MNERNERATSAGE  MAEMBAE
position in accordance with the policies set out in note BRSNS AN 1335 -
1(f), and the details regarding the Group’s future lease
payments are disclosed in note 13.
The Group has not committed at 31 December 2019 to REBRZZE—NF+ZA=1+—8&
enter into any leases that has not yet commenced. ANAEGER] A M ARG HEE -
Material related party transactions 18 EBEAXBEFIRS
In addition to the transactions and balances disclosed BRI IS MR TR BB X 5 R AR
elsewhere in these financial statements during the year, the REERFANEEBEFETTIEKR
Group entered into the following material related parties R

transactions:

2019 2018

Key management personnel, BEEZE  BEEF:
including directors:
— Short-term employee benefits —HEEERF $ 5,994911 $ 3,695,165

O
EREMAZMERERLT 2019 FEHRSE
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2018
(Note)
(F=E)
Non-current asset ERBEE
Property, plant and equipment Yz - BE KEE $ 7,414,280 $ -
Deposits e 654,659 507,727
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, $ 8068939 § 507,727
Current assets REBEE
Trade receivables FE U BR X $ - 3 405
Prepayments and other receivables TEAS 3R B L A i R 2,367,876 1,624,426
Amount due from a subsidiary = NGIE € - 963,596
Cash and deposits with banks e RIBITER 188,668,196 180,278,001
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, $191,036,072 § 182,866,428
Current liabilities REBEE
Other payables E b S 3k $ 4,233,425 $ 3,442,999
Deferred registration income AT T A 17,186,841 16,962,778
Amount due to a subsidiary AN EPNGIE S 1,009,017 =
Lease liabilities HEARE 2,408,448 =
$ 24,837,731 $ 20,405,777

_Netcurrentassets === #‘ABEERE $166,198,341 $ 162,460,651
_Total assets less current liabilities  HEAERABAM PIIESOn2R0y 162,968,378
Non-current liability FRBEE
Deferred registration income PR ST S U A $ 15,067,220 $ 14,927,192
Lease liabilities HERE 4,870,880 —
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, $ 19,938,100 §$ 14,927,192
NET ASSETS EERE $154,329,180 $ 148,041,186
Representing: (-
Retained profits REB R $154,329,180 $ 148,041,186

@ HONG KONG INTERNET REGISTRATION CORPORATION LIMITED ANNUAL REPORT 2019
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Notes to the Consolidated Financial Statements

B RS ER R RE

(Expressed in Hong Kong dollars) (LA8#5%I7R )

Company-level statement of financial position
(continued)

Approved and authorised for issue by the board of
directors on 27 March 2020.

Chan Sai Ming

R 48 A A&+
Chairman Director
Ey BE
Note:

The Company has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective approach. Under this approach,
the comparative information is not restated. See note 1(c).

Comparative figures

The Group has initially applied HKFRS 16 at 1 January
2019 using the modified retrospective approach. Under this
approach, comparative information is not restated. Further
details of the changes in accounting policies are disclosed
in note 1(c).

Possible impact of amendments, new
standards and interpretations issued but not
yet effective for the year ended 31 December
2019

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments and a new
standard which are not yet effective for the year ended 31
December 2019 and which have not been adopted in these
financial statements.

The Group is in the process of making an assessment of
what the impact of these developments is expected to
be in the period of initial application. So far the Group
has concluded that the adoption of them does not have
a significant impact on the Group’s result and/or financial
position.
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ARBzMBMRRER (K)

EERR T _EF A _ttHZAE
W EFRIEE L o

Ho Wai Chung Stephen

W

ARBER-_Z-NAF-A-REREE
FEWMERREM BBV B RS LERIE 16
5o RIBRZE  LBERATEY - 2
SMEE1(c) °

EEEEF

AREBER-Z—NF—A—BEFERL
faaTLJﬂiéM‘%ﬁﬁ%f/%ﬂﬂ%#&%ﬁﬂll
B165E o MIRZIE  HBARATTE
J c B MEME B S HBRH
FE1(C)FTHEE o

BE_Z-NAF+-A=1t—H
EFECEAEHRERNE
T HEARZREBARELENT

E

BHEAFBRERTIZAH  FEI
AEEEARBE_ZT—NF+ZA=
T-HLEFEHERES  EEERY
B MERIRMA ZIBIS TR AER o

$’$IIEEW$§2%§*EEA§D’CfﬁHHHF§
BHERNTE C ARBRREKR
M B R] Bxne EH‘JTAQK%IE’Jﬁ
BRI RAEEBRTE -
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