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RESULTS

Revenues

Gross profit/(loss)
Operating loss

(Loss)/profit attributable to:

(i) Owners of the Company
(ii) Non-controlling interests
Loss per share — Basic (RMB)

ASSETS AND LIABILITIES

Total assets

Total debt

Total liabilities

Equity attributable to:
(i) Owners of the Company
(ii) Non-controlling interests

FINANCIAL HIGHLIGHTS AND SUMMARY
BT ERE

LN
£/ (E8
KEEE
TS ER
(B8 /5%
() FTREMEE
(i) FFERED
BRBE
—Ex (ARH)

BEE

BREE

BaR

N R IBRESE
() Z=REMEE
(i) FFERED

E |
For the year ended 31 December
BE+-_A=+—HLEE

2020 2019 2018 2017
—Z°%F —T-hE ZE-N\E ZE—tE
RMB'000 RMB'000 RMB'000 RMB'000
AE®BTRE ARETR ARBTR ARETR
126,384 122,374 55,016 43,428
13,870 21,044 18,495 11,956
(74,812) (121,284) (156,578) (58,999)
(73,784) (139,165) (164,403) (56,493)
(755) (4,385) (194) 162
(0.0889) (0.2028) (0.3161) (0.1560)

= ==

BEKRER

As at 31 December
®+ZB=+-H

2020 2019 2018 2017
“E-TF —T-hE ZT-\FE ZT—tE
RMB'000 RMB'000 RMB'000 RMB'000
AE®BTRE ARETRT ARBTR ARETR
433,245 465,158 477,201 312,323
193,623 169,124 177,061 9,113
371,513 350,043 289,239 64,716
54,230 106,907 175,282 239,638
7,502 8,208 12,680 7,969

2016
ZE-RE

RMB'000
AREFR

57,759
9,725
(44,461)

(57,129)
737

(0.1756)

2016
ZE-RE

RMB'000
ARETR

367,427
11,350
67,508

294,227
5,692
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FINANCIAL HIGHLIGHTS AND SUMMARY

MR E R 2

FINANCIAL RATIOS

PAES b=

For the year ended 31 December
BE+-A=+—HLEE

2020 2019 2018 2017 2016
ZZITE ZE-NE ZZ-N\E ZIZT—tE IZT—RE
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARETR AR¥ETR ARBTR ARETR
Gross profits margins: ERE:
(i) Overall () =g 11.0% 17.2% 33.6% 27.7% 16.8%
(i) Newspaper and vehicles advertising (i) BAERBHEEES 45.1% 45.4% 57.1% 40.9% (5.4%)
(ili) Marketing, consulting and printing services (i) E#HFAR
ENRIBR 10.7% 25.6% 30.7% 24.9% 26.2%
(iv) Sales of agricultural products (v HEREM 9.6% 12.5% 0.5% - -
(v) Others (v) Hth (374.1%) 37.5% 100% -
Operating margins REFBE (59.2%) (99.1%) (284.7%) (135.9%) (77.0%)
Net margins FHE% (59.0%)  (117.2%)  (299.3%)  (129.7%)  (97.6%)
Return on equity BAERE (1207%)  (1247%)  (87.6%)  (22.8%)  (18.8%)
Return on assets @ BEDRER (17.2%) (30.8%) (34.5%) (18.0%) (15.3%)
Trade receivables turnover (days) BoRUFEREX (H) 17 26 46 54 52
Trade payables turnover (days) BoRAFEREX (A) 168 55 404 609 464
Gearing ratio BEAGILX 44.7% 36.4% 37.1% 2.9% 3.1%
Notes: MIsE -
M Return on equity is calculated based on loss for the year divided by O ARG FANEERUE R BRETE
total equity.
@ Return on assets is calculated based on loss for the year divided by @ HELRXEFNGERUEEESHE.

total assets.
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In 2020, the sudden COVID-19 epidemic outbreak caused serious
impact on the global economy and made the prospects for
recovery full of uncertainties. Thanks to the stringent epidemic
prevention and control measures and the sound results achieved
in work and production resumption, China’s annual GDP increased
by 2.3% year-on-year despite global economic contraction, which
made it become the only major economy in the world to achieve

positive economic growth.

As affected by the epidemic, industries such as accommodation
and catering, cultural and sports, tourism, and offline retail were
significantly affected. With residents’ weakened consumption
initiatives and reduced spending in advertisement, the domestic
advertising market has been declining continuously since February
last year. However, as the epidemic prevention and control has
gradually stabilized, it is still able to achieve sustained growth. For
the film industry, after half a year of suspension, cinemas in China
gradually resumed operation in the second half year and achieved
rapid recovery. During the year under review, the Group recorded
a revenue of approximately RMB126.4 million from its principal
business (2019: RMB122.4 million). The net loss after taxation
was reduced to approximately RMB54.1 million (2019: RMB143.5

million).

In recent years, the Group has been focusing on restructuring
its publishing and advertising businesses by consolidating them
with the cultural and film media businesses in the PRC. We
identify opportunities that can generate synergy with the Group's
business, so as to broaden our income sources and reduce the
reliance on printed media business that has been impacted by

external environment.

CHAIRMAN’S STATEMENT
ITEHRESE
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CHAIRMAN’S STATEMENT
ITREREE

ACTIVELY EMBRACING NEW MEDIA
AND FURTHER ACHIEVING BUSINESS
TRANSFORMATION

With the development of information technology, the traditional
print media advertising market continues to be impacted, while
new media is developing rapidly and becomes increasingly
powerful, and has become an important driving force for the rapid
growth of the domestic media industry. Therefore, during the year
under review, the Group strived to increase investments in the
new media sector such as mobile media advertising to capture
the business opportunities arising from the transformation and
upgrade that combine the strength of online and offline activities
in the new media era. During the year, the Company added the
mobile media advertising business, which contributed RMB6.0
million to the Group’s revenue during the period, with a gross

profit margin of 44.0%.

At the same time, the Group has launched a smart mobile APP
that adopts blockchain technology and offers information,
e-commerce, advertising and consultancy services. We believe this
APP will help us grasping strong market demand brought by the
development of mobile Internet. Moreover, the Group entered
into an acquisition and a joint venture, both relating to new
media business, hoping to form synergy with the Group’s existing
businesses, and broaden the Group’s income stream in the long

run.
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CONTINUE EXPANDING INTEGRATED
PROJECTS AND STRENGTHENING BUSINESS
SYNERGY

The Group focuses on providing customers with value-added
services such as advertising, marketing and consulting. At the
same time, the Group actively leverages its experience and
resources in the advertising, film, culture and media industries
to develop integrated projects on the theme of film or media
by seeking locations with unique environmental elements for
developing integrated projects focusing on industry positioning,
cultural heritage, tourism features, eco-agriculture, entertainment
and community functions such as health and wellness, so as to

form synergies with the existing businesses.

Moreover, the Group will continue to endeavour to improve cost
control and resources allocation, utilise resources more effectively
and improve operational efficiency. By virtue of the Group's
existing brand effect and customer base, our comprehensive
strengths such as cross-regional coverage and cross-media
platforms will play an important role in our transformation and

development.

Finally, on behalf of the Board, | would like to thank the
management team and all employees for their hard work and
dedication. At the same time, | would like to express my sincere
gratitude to our respectable shareholders, customers and business

partners for their long-term trust and unwavering support.

Chen Zhi
Chairman, Chief Executive Officer & Executive Director
Hong Kong, 8 April 2021

CHAIRMAN’S STATEMENT
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MANAGEMENT DISCUSSION AND ANALYSIS

BB mED

INDUSTRY REVIEW
In 2020 (the
continuously affected by the COVID-19. China is expected to

“Review Period”), the global economy was
become the only major economy in the world to achieve positive
economic growth. In 2020, China’s annual gross domestic product
(GDP) was RMB101.6 trillion, representing a year-on-year increase
of 2.3%), exceeding the RMB100 trillion mark for the first time.
From the quarterly perspective, the GDP decreased by 6.8% year-
on-year in the first quarter as it was most seriously affected by the
epidemic. However, its GDP began to bottom out and rebounded
in the second quarter with a growth of 3.2%. In the third quarter,
the GDP growth rate continued to accelerate, up by 4.9%. The
GDP growth rate reached 6.5% in the fourth quarter, which was
even higher than the 6% growth rate in the fourth quarter of
2019.

Despite the GDP data revealed that China’s economy has begun
to regain its upward trend and it is believed that the growth
momentum will continue. However, as the growth is mainly driven
by investment and exports, the domestic consumer demand

recovery remains weak.

In 2020, the Chinese advertisement market generally showed a
trend of low first and high afterwards. According to the CTR data,
in 2020, China’s advertising expenditures fell by 11.6% year-on-
year, which was 4.2 percentage points higher than that of 2019.
This was mainly due to the overall decline in advertising demand

throughout the year due to the impact of the COVID-19 outbreak.

SHIFANG HOLDING LIMITED ANNUAL REPORT 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

In terms of channels, the advertising revenue on TV, radio,
newspapers,

decreased by 13.5%,

magazines and traditional outdoor advertising
19.9%, 28.2%, 30.0% and 4.1%,
respectively, while the advertising revenue on TVs in elevators and
posters in elevators increased by 23.8% and 28.9%, respectively.
In terms of industry sectors, the food industry invested a lot in
advertising through multiple channels but only achieved a slow
growth, whereas IT products and services industry recorded a
growth rate of 46.9%, making it the only industry among the top

ten advertising industries to record an increase in advertising.

Since the film market in Mainland China resumed its works on 20
July 2020, the box office of urban cinemas nationwide reached
RMB8.061 billion, a year-on-year decrease of 39.2%. During the
period under review, total box office was RMB20.417 billion,
down by 68.2% year-on-year. Backed by the favourable situation
of epidemic prevention and control in China, for the first time, it

has become the film market with highest box office in the world.

BUSINESS REVIEW

During the period under review, the Group successfully expanded
its bus TV advertising agency business. Together with the increase
in revenue from an exclusive marketing and promotion services
project secured by the Group from a property development project
in China, the Group recorded a revenue of RMB126.4 million from
its principal business (2019: RMB122.4 million). The gross profit
was RMB13.9 million (2019: RMB21.0 million). The gross profit
margin was 11.0%. The net loss after taxation was reduced to
approximately RMB74.5 million (2019: RMB143.5 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEREAD

Newspapers and Public Vehicles Advertising

The business environment remained challenging in the print
media market as the market was hit by new online media and
the COVID-19 outbreak. The newspapers advertising industry
recorded a double-digit decline in 2020. Together with the intense
competition from new media and the Internet, although the daily
circulation and the number of printed pages of Southeast Express
operated by the Group remained unsatisfactory, however, the
revenue from the newspapers advertising only slightly decreased
to RMB4.1 million during the reporting period (2019: RMB4.4
million), with a gross profit margin of 46.3%. The public vehicles
advertising is a new project this year which mainly generates
revenue from TV advertisements on public vehicles, and has

contributed RMB6.0 million to the Group’s revenue during the

period, with a gross profit margin of 44.0%.
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MANAGEMENT DISCUSSION AND ANALYSIS

Marketing and Consulting Services and Printing Services

In 2020, the Group’s revenue from marketing and consulting
services was approximately RMB55.1 million, representing a
significant increase of 131.5% as compared with 2019, while
the gross profit margin was 9.6%. The increase in revenue was
principally due to the contribution of an exclusive marketing and
promotion services project secured by the Group from a property
development project in China. The revenue from printing services
was RMB4.3 million, approximate to that of the corresponding

period in 2019, with a gross profit margin of 25.1%.

Sales of Agricultural Products

As of the end of 2020, the Group’s revenue from sales of
agricultural products was approximately RMB56.2 million (2019:
RMB87.3 million), while the gross profit margin was 9.6%. The
sales of agricultural products of the Group focus on ornamental
plants, the sales of which are generally peaked towards the end
of the calendar year. However, due to the impact of the COVID-19

outbreak, the revenue decreased significantly.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEE AT

Internet and Other Services

During the period under review, the Group was still conducting
market survey to decide the business models of www.dnkb.com.cn
and www.duk.cn and as such, the Internet services segment has

yet to contribute any revenue to the Group.

During the period under review, the Group entered into the
JV Agreement with Versatile Technologies Co., Ltd. (“Versatile
Technologies”) in relation to the joint investment in the JV
Company for the purpose of engaging in a new media project in
China. Pursuant to the JV Agreement, the JV Company is held as
to 51% by Graceful Universe Holdings Limited, a wholly-owned
subsidiary of the Group and the remaining 49% equity is held
by Versatile Technologies. The intended scope of business of the
JV Company includes advertising, e-commerce, business and
information consultancy, computing and internet technology, and
system integration. These new projects are hoped to form synergy
and all value to the Group’s existing businesses, and to broaden

the Group's income stream in the long run.
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MANAGEMENT DISCUSSION AND ANALYSIS

Tourism and Integrated Developments Segment

In line with the national policy of distinctive town construction,
development and investment with an aim to promoting the
regional development and rural revitalisation in China, the Group
entered into a framework agreement with the government of
Yongtai County of Fuzhou to undertake the project of “Yongtai
Kungfu Distinctive Town” with a theme of film and cultural
entertainment. The first phase of the project has completed
most of its construction works during the year and features a
60-Chinese mu eco-friendly greenhouse farm and ecologic forests
with a total area of over 10,000 Chinese mu. The Group intends
to develop this part of the project into a full-chain ecological
production center that integrates seed production, plantation,
processing and sales of agricultural products. We are actively
developing a marketing service ecosystem. We used the outdoor
advertising screen as the portal and analyzed the advertising
conversion rate using big data technologies, so as to provide
high precision marketing service platform. At the same time, the
Group has launched a smart mobile APP that adopts blockchain
technology and offers information, e-commerce, advertising and

consultancy services. We believe this APP will help us grasping

market opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB mED

FINANCIAL REVIEW

Revenue

Total revenue increased slightly by 3.3% from RMB122.4 million
for the year ended 31 December 2019 to RMB126.4 million for
the year ended 31 December 2020, primarily due to the increased
revenue from marketing and consulting services. Revenue from
marketing and consulting services increased from RMB23.8 million
for the year ended 31 December 2019 to RMB55.1 million for the
year ended 31 December 2020. Revenue from newspaper and
public vehicle advertising increased from RMB4.4 million for the
year ended 31 December 2019 to RMB10.2 million for the year
ended 31 December 2020. Revenue from the sales of agricultural
products decreased from RMB87.3 million for the year ended
31 December 2019 to RMB56.2 million for the year ended 31
December 2020. Revenue from printing services decreased slightly
from RMB4.4 million for the year ended 31 December 2019 to
RMB4.3 million for the year ended 31 December 2020.

Gross profit and gross profit margin

Gross profit decreased by 33.8% from RMB21.0 million for
the year ended 31 December 2019 to RMB13.9 million for the
year ended 31 December 2020. Gross profit margin decreased
from 17.2% in 2019 to 11.0% in 2020, which was primarily
attributable to the lower gross profit margin of the revenue from
marketing and consulting services for the new exclusive marketing

and promotion services project.

Other income

Other income increased from RMBO0.3 million for the year
ended 31 December 2019 to RMB2.9 million for the year ended
31 December 2020, mainly due to the Group has obtained

government grant of RMB2.8 million in the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Selling and marketing expenses

Selling and marketing expenses decreased by 35.2% from
RMB12.2 million for the year ended 31 December 2019 to
RMB7.9 million for the year ended 31 December 2020, mainly
due to reduction in marketing expenses from RMB10.8 million for
the year ended 31 December 2019 to RMB7.9 million for the year
ended 31 December 2020.

General and administrative expenses

General and administrative expenses decreased by 10.7% from
RMB63.5 million for the year ended 31 December 2019 to
RMB56.7 million for the year ended 31 December 2020, mainly
due to (i) decrease in provision for impairment of right-of-use
assets of RMB5.5 million; and (ii) decrease in foreign exchange
gain from RMB3.5 million to foreign exchange loss of RMB3.7
million offset by (i) increase in provision for impairment of

property, plant and equipment of RMB3.9 million.

Loss before income tax

As a result of (i) the non-recurrence in 2020 of the one-off
provision for impairment on goodwill; (ii) decrease in selling and
marketing expense; and (iii) lower finance costs, but partially
offset by the effect of provision for impairment of intangible
assets. Loss before income tax for the year ended 31 December
2020 was RMB93.2 million, representing a decrease of 37.3% as
compared to loss before income tax of RMB148.6 million for the

year ended 31 December 2019.

Loss for the year

The Group recorded a net loss for the year of RMB74.5 million
for the year ended 31 December 2020, representing a decrease of
48.1% as compared to loss for the year of RMB143.5 million for
the year ended 31 December 2019. Decrease in loss for the year
was mainly attributable to the decrease in one-off provision on
impairment for goodwill for the year ended 31 December 2019,
offset by the effect of provision for impairment of intangible

assets and property, plant and equipment.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB mED

Loss attributable to non-controlling interests
As a result of the above factors, loss attributable to non-
controlling interests decreased from RMB4.4 million for the year
ended 31 December 2019 to RMB0.8 million for the year ended

31 December 2020.

Loss attributable to owners of the Company

As a result of the above factors, loss attributable to owners of the
Company decreased from RMB139.2 million for the year ended
31 December 2019 to RMB73.8 million for the year ended 31
December 2020.

Liquidity and capital resources

As at 31 December 2020, the Group had total assets of
approximately RMB433.2 million (2019: RMB465.2 million) and
total borrowings of approximately RMB193.6 million (2019:
RMB169.1 million), representing a gearing ratio, defined as total
borrowings over total assets, of approximately 44.7% (2019:
36.4%).

The Group had net current liabilities of approximately RMB32.8
million (2019: RMB20.0 million),
assets of approximately RMB67.9 million (2019: RMB67.7 million)

calculated from the current

and current liabilities of approximately RMB100.7 million (2019:
RMB87.7 million),
0.7 (2019: 0.8).

representing a current ratio of approximately

As at 31 December 2020, the Group had cash and bank balances
of approximately RMB14.3 million,
RMB1.4 million (2019: RMB10.9 million).

including restricted cash of
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MANAGEMENT DISCUSSION AND ANALYSIS

Going concern

During year ended 31 December 2020, the Group reported a
net loss of RMB74,539,000 and had a net cash outflow from
operating activities of RMB6,339,000. As at 31 December
2020, the Group's current liabilities exceeds its current assets
by RMB32,728,000 while it had cash and cash equivalents of
approximately RMB12,889,000.

The Coronavirus Disease 2019 (“COVID-19") outbreak that led
to a series of severe administrative control and precautionary
measures taken by governments and authorities in Mainland
China temporarily disrupted the operations of the Group's various
business and in particular the progress of the Group’s tourism and
integrated development has been delayed. Management expects
that the China’s government would launch additional proactive
economic and monetary policies to stimulate its economic cycle
and is confident that the Group’s operation will be recovered in
2021.

The above conditions indicate the existence of material
uncertainties which may cast significant doubt about the ability of

the Group to continue as a going concern.

In order to improve the Group's financial position, the directors of
the Company have been implementing various measures as set out
in Note 2.1 to the consolidated financial statements, including the
commencement of commercial operations of projects to generate
income and operating cashflows, obtaining the letter of support
from the major shareholder, renewing of bank facilities, raising
funds through placement of the Company’s shares, cost-control
measures, expedition in debt collection, generating sufficient
inflow from the sales of properties held for sale and deference of

discretionary capital expenditure.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The directors, after making due enquiries and considering the
basis of management’s projections described above and after
taking into account the reasonably possible changes in the
operation performance, believe there will be sufficient financial
resources available to the Group at least in the coming twelve

months to meet its financial obligations as and when they fall due.

Should the Group fail to achieve the above-mentioned plans
and measures, it might not be able to continue to operate as a
going concern, and adjustments would have to be made to write
down the carrying value of the Group's assets to their recoverable
amounts, to provide for any further liabilities which might arise,
and to reclassify non-current assets and non-current liabilities
as current assets and current liabilities. The effect of these
adjustments has not been reflected in the consolidated financial

statements.

Cash flows used in operating activities

For the year ended 31 December 2020, net cash used in operating
activities amounted to RMB6.3 million, primarily attributable to
the loss before income tax for the year amounted to RMB93.2
million and partially offset by non-cash items, which primarily
included (i) net loss on disposal of property, plant and equipment
amounted to RMB6.5 million; (ii) provision for impairment of
intangible assets amounted to RMB21.6 million, (iii) finance costs
of RMB18.4 million; and (iv) depreciation and amortisation of
RMB11.7 million.

Cash flows used in investing activities

For the year ended 31 December 2020, net cash used in investing
activities amounted to RMB13.7 million, resulted primarily from
payment for acquisition of subsidiaries, net of cash acquired of
RMB12.7 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash flows generated from financing activities

For the year ended 31 December 2020, net cash generated
from financing activities amounted to RMB23.2 million, mainly
attributable to the drawdown of bank borrowings of RMB15.4
million and net proceeds from issuance of ordinary shares of
RMB13.8 million.

Capital expenditures

Capital expenditures incurred during the year are mainly for the
purchase or construction costs related to properties, plant and
equipment. Capital expenditures were RMB31.0 million and
RMB1.0 million for the years ended 31 December 2019 and 2020,

respectively.

Trade receivables — net
The aging analysis of the Group's trade receivables based on
invoice dates is set out in Note 8 to the consolidated financial

statements.

Trade receivables decreased by 42.7% from RMB9.6 million as at
31 December 2019 to RMB5.5 million as at 31 December 2020.
Such decrease was mainly attributable to the increase in provision

for impairment of trade receivables by RMB6.1 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB mED

Properties held for sale

As at 31 December 2020, properties held for sale amounted to
approximately RMB24.3 million (2019: RMB25.4 million). The
properties in the PRC were received in exchange of advertising
services to real estate developers in the PRC. The Group’s
intention is to sell these properties and, accordingly, such rights
are recognised as properties held for sale upon the completion of
the advertising sales transaction if the related properties are ready

to be sold.

Management assessed the fair value less costs to sell of the
properties with reference to their market value with the assistance
of an independent property valuer. For the year ended 31
December 2020, the management compared the carrying amount
and fair value less costs to sell of the properties and considered no

further impairment provision is necessary (2019: Nil).

Trade payables

The aging analysis of the Group's trade payables based on
invoice dates is set out in Note 11. Trade payables increased
from approximately RMB8.1 million as at 31 December 2019
to RMB11.8 million as at 31 December 2020. Trade payables
turnover days increased from 55 days for the year ended 31
December 2019 to 168 days for the year ended 31 December
2020 due to significant decrease of purchases in sales of

agricultural products.
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MANAGEMENT DISCUSSION AND ANALYSIS

Indebtedness

Indebtedness consists of obligations to lenders, including

commercial banks and certain related parties and companies.

(a)

During the year ended 31 December 2015, the Group
obtained mortgage loans amounting to RMB15,470,000 to
finance the Group's acquisition of properties. Transaction
costs directly attributable to mortgage loans amounted
to RMB35,000. The mortgage loans were drawn on 27
February 2015 and a further prepayment of RMB15,470,000
was made by the Group to Xiamen Information Group
Ltd. for the properties. The mortgage loans are secured by
the ownership rights of the properties and the personal
guarantees of Zheng Bai Ling and Zhang Hui, a key
management and the spouse of a key management of a
subsidiary of the Group respectively. Total consideration for
the properties is RMB22,164,000, of which the initial down
payment of RMB6,694,000 was paid by the Group during
the year ended 31 December 2014.

As at 31 December 2020, the mortgage loans were classified
as current liabilities due to the related loan agreements
containing a repayment on demand clause which gives
the bank unconditional right to call the loans at any time.
The mortgage terms are 7 years and are denominated in
RMB. The mortgage loans are carried at quarterly adjusted
floating interest of 1.15 times the benchmark loan interest
as prescribed by the People’s Bank of China for loans of a
similar length. The effective interest rate for the year was
7.40% (2019: 7.31%) per annum.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 23 April 2019, the 3% per annum convertible bonds in
the principal amount of RMB215,750,000 were issued by
the Company to the Subscriber, a company wholly-owned by
Mr. Chen Zhi, the Chairman, the Chief Executive Officer, an
Executive Director and a shareholder of the Company. The
convertible bond has a term of 3 years. The effective interest
rate for the period is 11.5% per annum. As at 31 December
2020, the outstanding principal amount of the convertible
bond was approximately RMB177,309,000.

During the year ended 31 December 2020, the Group
obtained a revolving bank borrowing amounted to
RMB5,900,000. The revolving bank borrowing was drawn
on 17 April 2020. The balance is secured by the ownership
right of the Group’s properties, carries an interest rate at
4.0% per annum with a term of 1 year. The balance is

denominated in RMB.

During the year ended 31 December 2020, the Group
obtained a bank borrowing amounted to RMB9,000,000.
The bank borrowing was drawn on 25 September 2020. The
balance is secured by the ownership right of the Group's
properties in Xiamen, carries an interest rate at 3.85% per
annum with a term of 1 year. The balance is denominated in
RMB.

Gearing ratio, being the proportion of the Group’s total

borrowings to total assets, increased from 36.4% for the year
ended 31 December 2019 to 44.7% for the year ended 31
December 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Commitments
(a) Operating lease commitments — as a lessor

The future aggregate minimum lease receipts under non-
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cancellable operating leases are as follows: MEETNE -
2020 2019
—_TFF “EBE-NE
RMB’000 RMB'000
AREBTT AR®ETFT
(Unaudited) (Audited)
(REEER) (2B 12)
Not later than 1 year —FELLF 1,205 2,000
Later than 1 year and not later than 5 years ~ —&EU ERAFELTF 5,323 4,000
More than five years "EME 1,466 =
7,994 6,000

(b) Capital commitments (b) BEAEKIE

Significant capital expenditure contracted for at the end of

the reporting period but not recognised as liabilities is as

RREPARBITHEREIREENE
REARZIWTF :

follows:
2020 2019
—EEHE —_E-NEF
RMB’'000 RMB'000
AREBFT ARETT
(Unaudited) (Audited)
(REEZ) (RE1%)
Property, plant and equipment L EN =Y 4,266 4,266

Contingent liabilities

The Group follows the guidance of IAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” to determine when should
contingent liabilities be recognised, which requires significant

judgement.
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MANAGEMENT DISCUSSION AND ANALYSIS
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A contingent liability will be disclosed when a possible obligation
has arisen, but its existence has to be confirmed by future events
outside the Group's control, or when it is not possible to calculate
the amount. Realisation of any contingent liabilities not currently
recognised or disclosed could have a material impact on the

Group's financial position.

As at 31 December 2020 and 2019, the Group had no material

contingent liabilities.

Litigation

Beijing Fanxing Travel Co., Ltd. ("Beijing Fanxing”), a wholly
owned subsidiary of the Group, has entered into a lease
agreement with the landlord, the land owner of the project site
for the Beijing Shihua Caves Niaoyulin Project. The landlord filed
a claim against Beijing Fanxing claiming that Beijing Fanxing
failed to fulfil its responsibilities under the strategic cooperative
agreement and seeking to rescind the strategic cooperative
agreement and the lease agreement entered into between Beijing
Fanxing and the landlord. As at 31 December 2020, the Group
considers that Beijing Fanxing has good prospects of defending
the claims in related to rescinding of the lease agreement and the
legal proceedings are unlikely to result in rescinding of the lease

agreement as well as any material outflow of economic benefits

from the Group.

Human resources

As at 31 December 2020, the Group had 261 full-time employees
(2019: 257). Total staff costs including directors’ remuneration for
the year ended 31 December 2020 were RMB31.5 million (2019:
RMB44.3 million).

The remuneration of the directors is evaluated by the
remuneration committee, which also makes recommendations to
the Board. In addition, the remuneration committee reviews the
performance, and determines the remuneration structure, of the

Group's senior management.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company operates an employee share option scheme, the
purpose of which is to incentivise or reward eligible individuals
who provide services to the Company for their contributions and
their continuing efforts to promote the interests of the Company,
and for other purposes as the Board may approve from time to
time. The employee share option scheme lapsed in November
2020.

PROSPECTS

China’s GDP maintained positive growth in 2020, indicating that
China’s economy remains resilient. Chinese officials also set the
economic growth target for 2021 at more than 6%. In addition,
the Central Economic Work Conference pointed out that in 2021,
China will stick to the strategic basis of expanding domestic
demand, and will make systematic arrangements in terms of
promoting employment, improving social security, optimizing
income distribution structure, and rationally increasing public

consumption.

With the introduction of favorable policies, it is expected that
in 2021, the consumer market will continue to accelerate the
recovery, the scale of commodity consumption will further expand,
China is expected to become the world’s largest consumer of
commodities, the proportion of service consumption will further
increase, and the consumption structure of residents will continue
to upgrade, the integration of online and offline consumption will
accelerate, and the innovation in new business forms and new

models will develop in a healthier and more sustainable way.

On the other hand, the world film industry is marching towards
the digital industry era. Innovative technologies such as 5G,
mobile Internet, and digital information have provided strong
support for the development of the film and television cultural
industry. Take the Spring Festival holiday in 2021 as an example,
the movie box office has recorded RMB7.822 billion, and Chinese

films and TV series have begun to move towards higher quality.
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Going forward, these positive factors are expected to drive
the Group to continue to develop its existing businesses
of advertising, marketing and consulting, and agricultural
products. At the same time, the Group will continue to focus
on restructuring its publishing and advertising businesses by
consolidating with cultural and film media businesses in PRC, so
as to broaden the long-term income sources of the Group. The
Group will more actively leverage its experience and resources
in the advertising, film, culture and media industries to develop
integrated projects on the theme of film or media, and develop
these projects focusing on industry positioning, cultural heritage,
tourism features, eco-agriculture, entertainment and community
functions such as health and wellness, so as to form synergies
with the existing businesses. In addition, the Group will continue
to strive to identify suitable industry partners and investment or
cooperation projects to capture business opportunities which form
synergy with our existing businesses, as well as the transformation
and upgrade that combine the strength of online and offline

activities in the new media era.

COVID-19 OUTBREAK

The Coronavirus Disease 2019 (“COVID-19") outbreak that led
to a series of severe administrative control and precautionary
measures taken by governments and authorities in Mainland
China temporarily disrupted the operations of the Group's various
business and in particular the progress of the Group's tourism and
integrated development has been delayed. Management expects
that the China’s government would launch additional proactive
economic and monetary policies to stimulate its economic cycle
and is confident that the Group's operation will be recovered in
2021.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EXECUTIVE DIRECTORS

Mr. Chen Zhi, aged 55, is an executive Director. He is a qualified
accountant as conferred by the Ministry of Finance. Mr. Chen
was a cadre of the Fuzhou Minhou Tax Bureau from 1982 to
1989 (during which he was granted leave from 1985 to 1988
to pursue his studies at Fujian Radio and Television University),
deputy section chief of the Fuzhou Economic and Technology
Development Area Tax Bureau from 1989 to 1993, and
subsequently the section chief from 1993 to 2002. He joined our
Group in 2003 and pioneered our distinctive business model of
cooperating with newspaper partners to provide integrated print
media services to advertisers, undertook the main decision-making
role in the management of our overall operations and oversaw
the strategic development of our Group. He was appointed as
the chairman, chief executive officer and an executive Director
of our Company on 9 December 2009, resigned as the chief
executive officer of the Company on 29 January 2016 and
resigned as the chairman of the Company on 25 February
2016. On 9 October 2019, Mr. Chen Zhi was appointed as the
chairman and chief executive officer of the Company. Mr. Chen
has accumulated more than ten years of relevant experience
from developing the business of our Group and possesses a deep
understanding of the PRC print media and advertising industries.
Mr. Chen graduated from Fujian Radio and Television University
in 1988 with a diploma in financial economics. Mr. Chen is one
of our controlling shareholders. He is also a director of TopBig
International Development Limited (“TopBig International”). Mr.
Chen is the brother of Ms. Chen Min, a non-executive Director of

the Company.
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Mr. Yu Shi Quan, aged 45, is an executive Director and the chief
financial officer. He is a qualified accountant as conferred by the
Ministry of Finance. Mr. Yu was an accountant at Fujian Lan Tian
Tax Accounting Co., Ltd. from 1996 to 1997, the finance director
of Fujian Huanyu Investment Development Co., Ltd from 1997 to
1998 and the finance director of Fujian ShiFang Investment Co.
Ltd. (“Fujian ShiFang”) from 1998 to 2000. He joined our Group
in 2000 and was head of finance of Fujian ShiFang until 2008
when he became the head of finance of Olympia Media, and,
subsequently, vice president of finance of China TopReach Inc.
in 2009, and was appointed as Director of our Company on 20
December 2011. He graduated from Fujian Radio and Television
University in 1996 with a diploma in finance and accounting.
Mr. Yu has gained significant management experience from his
work with the overall financial operations of our Group and was
appointed as the chief financial officer of the Group on 9 June
2014. He obtained a bachelor's degree in management from
Dongbei University of Finance and Economics (online education) in

financial management in January 2019.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

NON-EXECUTIVE DIRECTORS

Mr. Chen Wei Dong, aged 50, is a non-executive Director. He
was appointed as our Director on 1 April 2015. He is currently
served as the managing director of Xiamen Siruite Business
Ltd. (BPIETRAS BB EABRAT),

with effective since January 1 2014. From January 2010 to

Consulting Co., a position
October 2017, he served as the managing director of Shenzhen
China Science & Kingwin Venture Capital Co., Ltd. He served as
the deputy director of business of Shenzhen China Science &
Merchants Capital Management Group Co., Ltd., from January
2003 to December 2009. From March 1996 to December 2012,
Mr. Chen held the position as an assistant general manager of &
FIZERI B 4E B BR/A B (Xiamen Huamin Packaging Co., Ltd.). From
December 2013 to November 2018, He has served as the general
manager of China Science & Kingwin Investment Management
Limited. In addition, he also had approximately six years of
experience working in the Local Taxation Bureau of Pingyu County,
Henan Province. Mr. Chen received his Bachelor’s degree from the
College of Online Education (now known as College of Continuing
Education) of the Xiamen University in China in 2006, and has
been enrolled in the Executive Master of Business Administration
programme of School of Management of the Xiamen University

since September 2009.
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Ms. Chen Min, aged 50, is a non-executive Director. She
graduated from the Faculty of Arts, Fujian Normal University with
a bachelor’s degree in arts in June 1993 and a master’'s degree
in arts specialising in contemporary Chinese drama in June 2002.
She also obtained a doctorate degree in arts specialising in
theatrical aesthetics from the Central Academy of Drama in June
2006. Ms. Chen had taken up various academic teaching posts
at the College of Chinese Language and Literature Fujian Normal
University between September 1993 and May 2007 and has been
an associate professor of drama literature at the Central Academy
of Drama since May 2007. Ms. Chen has also served as a secretary
and a member of council of the China Branch of The International
Association of Theatre Critics and a member of the expert panel
of academic degrees and graduate education of the Ministry of
Education of the PRC since May 2007. She was appointed as our
Director on 20 December 2011. Ms. Chen is the sister of Mr. Chen

Zhi, an executive Director of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhou Chang Ren, aged 73, is an independent non-executive
Director. He was appointed as our Director on 8 November 2010,
and is a qualified senior economist as conferred by the Fujian
Provincial Department of Personnel. Mr. Zhou was appointed as
the chairman of the Qingliu Country Party Committee in 1990.
He was engaged in the newspaper industry in the PRC and held
several positions including the deputy bureau chief and editorial
board member of Fujian Daily from 1996 to 2002, and the general
manager, senior economist and Party Committee deputy secretary
of the Fujian Daily Newspaper Group from 2002 to 2008. In
addition, Mr. Zhou was the vice chairman, and later chairman,
of the Fujian Province Newspaper Industry Association during
the same periods, before retiring in 2008. He graduated from
Fujian Provincial Party School of the CPC in 1986 with a diploma
in politics. Mr. Zhou has extensive print media experience and
expertise with particular knowledge of the Fujian newspaper

industry.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Wong Heung Ming Henry, aged 51, is an independent non-

executive Director. He was appointed as our Director on 8
November 2010. Mr. Wong took some senior positions, by serving
as the finance directors and the internal audit director, for some
multinationals, including United States and Hong Kong listed
companies engaged in fast-moving consumables, real estates,
shopping malls operation and media industry. Prior to that,
Mr. Wong had worked for two international accounting firms,
Deloitte Touche Tohmatsu and PricewaterhouseCoopers. Mr.
Wong graduated from City University in Hong Kong in 1993 with
a bachelor’s degree in accountancy and also obtained a master’s
degree in electronic commerce from the Open University of
Hong Kong in 2003. He is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants as well as a certified internal auditor.
Mr. Wong has accumulated more than 26 years in financing,
internal controls and corporate governance experience. Since
March 2020, Mr. Wong has been an independent non-executive
director of Raffles Interior Limited (stock code: 1376), a company
listed on the Stock Exchange. Since June 2020, Mr. Wong has
been the chief financial officer of Meten Edtex Group Ltd (NASAQ:
Metx), a company listed in NASDAQ.

Mr. Cai Jian Quan, aged 58, is an independent non-executive
Director. He was appointed as our Director on 20 December 2011.
He graduated from the Anhui University of Finance Economics
with a bachelor’s degree in financial accounting in July 1984. Mr.
Cai was a finance manager of the finance department of Shanghai
Baihuo Headquarters Watches and Glasses Branch between July
1984 and June 1992. He was the general manager of the sales
department of Shenyin & Wanguo Securities Co. Ltd. between
June 1992 and June 2002. He has also been the chairman of the
board of directors of Shanghai Guantong Investment Co. Ltd.

since September 2002.
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COMPANY SECRETARY

Ms. Chan Ching Yi, aged 46, is our company secretary. She
is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow of the Association of Chartered
Certified Accountants. Ms. Chan holds a bachelor’s degree in
accountancy and has accumulated more than 20 years of financial
and auditing experience. She is currently the company secretary of
Xinjiang Tianye Water Saving Irrigation System Company Limited
(stock code: 840), a company listed on the Main Board of the
Stock Exchange. Ms. Chan joined our Group in August 2010.
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The directors (the “Directors”) of ShiFang Holding Limited (the
“Company”) present their report and the audited financial
statements of the Company and its subsidiaries (together, the

“Group”) for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in the business of publishing and
advertising (the
People’s Republic of China (the "PRC”). The Group has been

“Publishing and Advertising Businesses”) in the

focusing on restructuring its publishing and advertising businesses
by consolidating with cultural media and film media businesses in

PRC, and diversifying into tourism and integrated developments.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2020

are set out in the consolidated statement of comprehensive

income on pages 101 to 102.

The Directors did not recommend the payment of any final
dividend for the year ended 31 December 2020 and proposed that

loss for the year be retained.

BUSINESS REVIEW

A review of the business of the Group during the year and a
discussion on the Group’s future business development and
possible risks and uncertainties that the Group may be facing are
provided in the “Management Discussion and Analysis” section of

this annual report.

The financial risk management objectives and policies of the
Group are set out in note 3 to the consolidated financial
statements. Particulars of important events affecting the Group
that have occurred since the end of the financial year ended
31 December 2020 are set out in note 39 to the consolidated

financial statements.
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An analysis of the Group’s performance during the year using
financial key performance indicators is set out in the “Financial
Highlights and Summary” section on pages 5 to 6 of this annual

report.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Thursday, 27 May 2021 to Monday, 31 May 2021, both days
inclusive, during which no transfer of shares will be registered.
To determine eligibility to attend and vote at the forthcoming
annual general meeting of the Company, all transfer documents
accompanied by the relevant share certificates must be lodged
for registration with the Company’s branch share registrar in
Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong no later than 4:30

p.m. on Wednesday, 26 May 2021.

Upon the Capital Reorganisation becoming effective on 10 April
2019 (Hong Kong time), the board lot size for trading in the
Shares will be changed from 1,000 Existing Shares to 10,000 New

Shares each.

FUND RAISING ACTIVITIES

Subscription of 151,519,806 shares at HK$0.101
between June and July 2020

As announced by the Company on 16 June 2020, the Company
entered into a subscriptions agreements dated 16 June 2020
with two subscribers in relation to the subscriptions by them
of 151,519,806 ordinary shares of the Company (representing
16.7% of the issued shared of the Company as enlarged by
the subscriptions) at the subscriptions price of HK$0.101.
The subscriptions was carried out under the general mandate
approved by the Company’s shareholders at the annual general
meeting held on 24 May 2019. Completion of the subscriptions
took place on 10 July 2020, whereby 151,519,806 ordinary shares

of the Company were allotted and issued to the two subscribers.
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The gross and net proceeds from the subscriptions amounted
to approximately HK$15.30 million and HK$15.15 million,
respectively. It was the intention of the Company to apply the net
proceeds from the subscription for general working capital of the
Group. As at 31 December 2020, approximately HK$11.42 million
was utilized for general working capital of the Group as intended,

including salaries and emoluments and rental expenses.

PROPERTY, PLANT AND EQUIPMENT
During the year of 2020, the Group had acquired property, plant

and equipment of approximately RMB1.6 million.

Details of these and other movements in the property, plant and
equipment of the Group during the year of 2020 are set out in

note 7 to the consolidated financial statements.

SHARE CAPITAL
Details of movements in the Company’s share capital during
the year are set out in note 17 to the consolidated financial

statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the articles of
association or the bye-laws of the Company (the “Articles” or the
"Bye-laws"), or the laws of the Cayman Islands or Bermuda, which
would oblige the Company to offer new shares on a pro-rata basis

to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during

the year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 38 to the consolidated
financial statements and in the consolidated statement of changes

in equity, respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company has no reserve available

for distribution to the Shareholders.

DONATIONS

No charitable and other donations have been made by the Group

during the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year of 2020, the aggregate sales attributable to the
Group's five largest customers comprised approximately 44.8% of
the Group's total sales and the sales attributable to the Group's
largest customer were approximately 31% of the Group's total

sales.

The aggregate purchases during the year of 2020 attributable to
the Group's five largest suppliers were approximately 50.3% of
the Group’s total purchases and the purchases attributable to the
Group's largest supplier were approximately 34.9% of the Group's

total purchases.

None of the Directors, their close associates or any shareholders of
the Company (which to the best knowledge of the Directors, own
more than 5% of the Company’s issued shares) had any interest in

the Group's five largest suppliers and customers.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company's
subsidiaries in the PRC. The Group's establishment and operations
accordingly shall comply with relevant laws and regulations in
the PRC. During the Year, the Group has complied, to the best
knowledge of the Directors, with the relevant laws and regulations

that have a significant impact on the Group.
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DIRECTORS

The Directors during the year and up to the date of this report

were as follows:

Executive directors:
Mr. Chen Zhi, Chairman and chief executive officer
(appointed as a Director on 9 December 2009)
Mr. Yu Shi Quan
(appointed on 20 December 20711)

Non-executive directors:
Mr. Chen Wei Dong
(appointed on 1 April 2015)
Ms. Chen Min
(appointed on 20 December 20711)

Independent non-executive directors:
Mr. Zhou Chang Ren
(appointed on 8 November 2010)
Mr. Wong Heung Ming, Henry
(appointed on 8 November 2010)
Mr. Cai Jian Quan
(appointed on 20 December 2011)

In accordance with the Bye-laws, one-third of the Directors will
retire and, being eligible, offer themselves for re-election, at the
forthcoming annual general meeting of the Company. Moreover,
the Directors appointed during the year will hold office until the
forthcoming annual general meeting of the Company and will be

eligible for re-election.
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DIRECTORS" AND SENIOR MANAGEMENT'S
BIOGRAPHIES
Biographical details of the Directors and the senior management

of the Group are set out on pages 29 to 34.

INDEPENDENT NON-EXECUTIVE DIRECTORS'
CONFIRMATION OF INDEPENDENCE

The Company has received, from each of its independent non-
executive Directors, namely Mr. Zhou Chang Ren, Mr. Wong
Heung Ming, Henry, and Mr. Cai Jian Quan a confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of its independent non-executive Directors

are independent.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors and the non-executive Director
has entered into a service contract with the Company for a term
of three years, which may be terminated by not less than six
months’ notice (for executive Directors) or one month’s notice (for
non-executive Directors) in writing served by either party on the
other. Each of the independent non-executive Director has been
appointed by the Company for a term of three years and shall be
terminable by either party by giving not less than one month prior

notice in writing.

During the year, none of the Directors had a service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory

compensation.
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REMUNERATION POLICY

The remuneration policy for the Directors and senior management
members of the Group was based on their individual performance
as well as market trends and practices. In addition, each of the
executive Directors and the non-executive Directors is entitled
to a discretionary bonus provided that the aggregate amount of
the bonuses payable to all the executive Directors at the sole and
absolute discretion of the Company. Details of the remuneration
of the Directors are set out in note 41 to the consolidated

financial statements.

The emoluments paid to the senior management (excluding the
Directors) during the year ended 31 December 2020 were within

the following bands:
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Nil to HK$500,000
HK$500,001 to HK$1,000,000

)
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Total: 4m

DIRECTORS' RIGHTS TO ACQUIRE SHARES IN
OR DEBT SECURITIES OF THE COMPANY

Other than the pre-IPO share option scheme of the Company (the
“Pre-IPO Share Option Scheme”) adopted by written resolutions
of its shareholders on 26 February 2010 and the post-IPO share
option scheme of the Company (the “Post-IPO Share Option
Scheme”) adopted by the written resolutions of its shareholders
on 8 November 2010, at no time during the year of 2020 was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors of the Company to acquire benefits by
means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate. The

Post-IPO Share Option Scheme lapsed in November 2020.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save and except the Convertible Bonds held by TopBig
International (a wholly owned company by Mr. Chen Zhi), no
Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company, or any of its holding companies, subsidiaries or fellow

subsidiaries was a party during the year.

DIRECTORS'
BUSINESS

None of the Directors held any interests in any competing business

INTERESTS IN COMPETING

against the Company or any of its jointly controlled entities and

subsidiaries for the year ended 31 December 2020.

POST-IPO SHARE OPTION SCHEME

Pursuant to the resolutions in writing passed by the shareholders
of the Company on 8 November 2010, the Company adopted the
Post-IPO Share Option Scheme. The purpose of the Post-IPO Share
Option Scheme is to provide incentive or reward to (i) any full-time
or part-time employees, executives or officers of the Company
or any of its subsidiaries; (ii) any Directors (whether executive or
non-executive, including any independent non-executive Directors)
of the Company or any of its subsidiaries; or (iii) any advisors,
consultants, suppliers, customers and agents to the Company or

any subsidiaries (each an “Eligible Person”).

The Board may, at any time within 10 years after the date of
approval of the Post-IPO Share Option Scheme, make an offer
to grant options to any Eligible Person. The Scheme will remain
in force for a period of 10 years commencing on 8 November
2010 up to 7 November 2020. The subscription price for shares
granted pursuant to the Post-IPO Share Option Scheme shall be
determined by the Board in its absolute discretion and shall be at

least the highest of:

(i)  the official closing price of the Shares as stated in the Stock

Exchange’s daily quotations sheet on the date of offer;
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(i)  the average of the official closing prices of the Shares as
stated in the Stock Exchange’s daily quotations sheets for
the five business days immediately preceding the date on

which such offer is made; or

(i)  the nominal value of a Share.

The total number of Shares in respect of which options may
be granted under the Post-IPO Share Option Scheme is not
permitted to exceed 10% of the total number of Shares in issue
as at the Listing Date, i.e. 73,216,512 shares (prior to the Capital
Reorganisation), without prior approval from the shareholders
of the Company. The maximum number of Shares which may
be issued upon exercise of all outstanding options granted, and
yet to be exercised, under the Post-IPO Share Option Scheme
and any other share option schemes of the Company must not
exceed 30% of the issued share capital of the Company from
time to time. The total number of Shares issued and to be issued
upon exercise of all options granted under the Post-IPO Share
Option Scheme to each Eligible Person (including both exercised,
cancelled and outstanding options) in any 12-month period
shall not exceed 1% of the total number of issued shares of the
Company. Any further grant of share options in excess of this limit

is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors of the Company. In addition, if shares issued and to be
issued upon exercise of all options granted under the Post-IPO
Share Option Scheme (including options exercised, cancelled and
outstanding) to a participant who is a substantial shareholder
or an independent non-executive director of the Company, or
any of their associates, in any 12-month period (i) represent in
aggregate more than 0.1% of the total number of shares in issue,
and (ii) have an aggregate value, based on the closing price of
the shares of the Company at the date of each grant, in excess of
HK$5,000,000, the proposed grant of option must be approved by

the shareholders of the Company in a general meeting.
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The amount payable on acceptance of an option is RMB1.00. The
exercise period of any option granted under the Post-IPO Share
Option Scheme shall not be longer than 10 years from the date
of grant of the relevant option. There is no minimum period for
which an option must be held before the exercise of the option

except otherwise imposed by the Board.

Up to 31 December 2020, no share option had been granted
under the Post-IPO Share Option Scheme. As at the date of this
report, the number of shares available under the Post-IPO Share
Option Scheme is 18,304,128 Shares (as adjusted by the Capital
Reorganisation), representing approximately 2.4% of the total
number of shares of the Company in issue. The Post-IPO Share

Option Scheme lapsed in November 2020.

CONVERTIBLE BONDS SUBSCRIPTION

On 24 January 2019, the Company entered into the convertible
bond subscription agreement with TopBig International
Development Limited (“TopBig International”), a wholly
Chen Zhi,

and a shareholder of the Company, pursuant to which the

owned company by Mr. the Executive Director
Company conditionally agreed to issue, and TopBig International
conditionally agreed to subscribe for, the 3% convertible bonds
(the "Convertible Bonds”) in the aggregate principal amount of
HK$250,000,000 (equivalent to RMB215,750,000).

The initial conversion price of the Convertible Bonds is HK$0.24
per conversion share (equivalent to HK$0.06 per share prior to the
Capital Reorganisation), subject to adjustment. The Convertible
Bond matures at the day falling on the third anniversary of
the date of issue of the convertible bonds and the conversion
period covers the period commencing on the date of issue of the

Convertible Bonds and ending on maturity date.

Assuming full conversion of the Convertible Bonds at the initial
conversion price of HK$0.24 per conversion share, the Convertible
Bonds will be convertible into up to 1,041,666,666 shares (on
the basis of consolidated shares after the Capital Reorganisation

becoming effective).
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The Convertible Bonds and the new Shares to be issued upon
conversion of the Convertible Bonds (The “Conversion Shares”)
shall be allotted and issued by the Company pursuant to the
specific mandate granted by the independent shareholders of the
Company to the Directors at an extraordinary general meeting of
the Company held on 8 March 2019.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2020, the interests and short positions of
the directors in the share capital and underlying shares (the
“Share(s)") of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(the "SFO")), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed

Issuers, were set out as follows:
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Notes:

(1) Mr. Chen Zhi (an executive director of the Company)
was deemed to be interested in 1,083,265,340 Shares
and underlying Shares, comprising (i) 1,758,164 Shares
directly held by him; (ii) 225,440,510 Shares held by
TopBig International Development Limited (“TopBig
International”), a controlled corporation which is wholly-
owned by Mr. Chen Zhi; and (iii) 856,066,666 underlying
Shares attributable to the conversion right attaching to
convertible bonds issued by the Company held by TopBig

International.

(2) The percentage interests are calculated on the basis of
909,118,836 issued Shares of the Company as at 31
December 2020.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2020, the following persons (other than
Directors or chief executives of the Company) had interests or
short positions in the Shares and underlying Shares as recorded
in the register required to be kept by the Company pursuant to
Section 336 of the SFO:

Long positions in Shares:

T -

(1) ZXRABDPTEETREELEHEBRAR
1,083,265,340% i& 15 K 18 BA BZ 15
FEREZ BRE(IBEEEFAN
1,758,164 K%M ;(INVBE2EHES
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(TR FEPR) FEAEM225,440,510
I 5 (i A FRERFAENAA G
BTN R ESEN 2 SR ET E
15856,066,666 X RRIAZ 17 °
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Approximate

Number of percentage of
Name Capacity/Nature of Interest Shares interest
e, BB 81 tEEtE RNBE #HEHOEIL
TopBig International Beneficial Owner (Note 1) 1,081,507,176 118.96%
F TR BmfBEE (1)
Shi Jianxiang Beneficial Owner 46,712,500 5.14%
T A BEmfiBEE
Chen Rong Interest of controlled 39,335,004 4.33%

corporation (Note 2)

B 1A NEZEEEEN#ER (1E2)
Happy Day Development Ltd. Beneficial owner (Note 2) 39,335,004 4.33%

Happy Day Development Ltd.

BEmsER A (f5E2)
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Notes:

(1) TopBig International is a controlled corporation wholly-owned by Mr.
Chen Zhi, an executive Director. TopBig International was deemed
to be interested in 1,081,507,176 Shares and underlying Shares,
comprising (i) 225,440,510 Shares held by TopBig International; and
(i) 856,066,666 underlying Shares attributable to the conversion
right attaching to convertible bonds issued by the Company held by

TopBig International..

(2)  Based on disclosure of interest filings, Happy Day Development Ltd.

is a controlled corporation wholly-owned by Chen Rong.

(3)  The percentage interests are calculated on the basis of 909,118,836
issued Shares of the Company as at 31 December 2020.

Save as disclosed herein, the Company has not been notified of
any other person (other than a Director or a chief executive of the
Company) who had an interest or a short position in the shares
and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of
the SFO as at 31 December 2020.

CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the transactions set out below
which will be regarded as continuing connected transactions
under the Listing Rules and subject to the disclosure requirements
under Chapter 14A of the Listing Rules. Unless otherwise defined,
capitalised terms below has the same meanings as those defined

in the Prospectus.
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The Structure Contracts

Background

Fuzhou ShiFangCe Culture Media Co., Ltd. (“Original WFOE"),
which was a wholly-owned subsidiary of the Company prior
to 24 December 2015, entered into (a) structured contracts
(the “Internet Structured Contracts”) to enable the Group to
capture the economic benefits of and obtain the effective control
over Beijing BaiChuanDuKe Science and Technology Co., Ltd.
(“Internet Opco” or “Beijing BaiChuanDuKe"”) and its subsidiaries
(collectively, the “Internet Opco Group”); and (b) structured
contracts (the “Publishing Structured Contracts”) to enable
the Group to capture the economic benefits of and obtain the
effective control over Beijing HongXinTu Culture Communication
Co., Ltd ("Publishing Opco” or “Beijing HongXinTu”) and its

subsidiaries (collectively, the “Publishing Opco Group”).

Pursuant to the Catalogue of Industries for Guiding Foreign
Investment jointly promulgated by the National Development and
Reform Commission of the PRC and the Ministry of Commerce
of the PRC, foreign investors are (i) prohibited from investing in
news websites and online publication services; and (ii) restricted
from investing in more than 50% controlling stake in value-
added telecommunication and printing of publications. At the
time of the entering into of the Internet Structured Contracts
and the Publishing Structured Contracts, the Company could
not directly acquire the equity interest in Internet Opco and the
controlling equity interest in Publishing Opco. Therefore, the
Company entered into the Internet Structured Contracts and the
Publishing Structured Contracts to capture the economic benefits
of and obtain the effective control over the Internet Opco and the

Publishing Opco.
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On 17 December 2015, in anticipation of the imminent disposal
of Original WFOE by the Group to an independent third party,
the Internet Structured Contracts were novated from Original
WFOE to another wholly-owned subsidiary of the Company,
Fuzhou DingCe Culture Communication Co. Ltd. (“New WFOE" or
“Fuzhou DingCe"). With the disposal by the Group of its equity
interests in Original WFOE, the Group ceased to be interested in
the Publishing Structured Contracts or the Publishing Opco Group.
With the novation of the Internet Structured Contracts to New
WFQOE, the Group continues to consolidate the financial results of
the Internet Opco Group through the contractual arrangements

under the Internet Structured Contracts.

Internet Opco and Internet Opco Shareholders

Internet Opco is a limited liability company established under
the laws of the PRC with a registered capital of RMB1 million
and principally engaged in value-added telecommunication
business, news websites, online publication services and printing
of publications. Internet Opco Group holds a Permit for Internet
Publication (B Bt 48 tH AR 57 AI58) ,
added Telecommunication Business (12185 £ #&= o] %)
and an Operation Permit for News Publication Printing (¥ & & bz
YIENRI AR & 5o 58) .

an Operation Permit for Value-

The registered capital of Internet Opco is registered as to 60%
in the name of Zheng Bo Ling (“Zheng”) and 40% in the name
of Xu Kai Ning (“Xu”, and together with Zheng, collectively the

“Internet Opco Shareholders”).
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Reasons for the entering into of the Internet Structured
Contracts

The principal reasons for the entering into of the Internet
Structured Contracts were (a) to establish a contractual position
which allows the economic benefits of the businesses and
operations of the Internet Opco Group to flow to the Group; (b)
through the control of the right of nomination of directors of
Internet Opco, to monitor, supervise and effectively control the
business, operations and financial policies of the Internet Opco
Group which in turn ensure due implementation of the Internet
Structured Contracts; (c) to prevent any possible leakage of assets
to the Internet Opco Shareholders; and (d) to enable the Group to
acquire the equity interest of the Internet Opco at an agreed price,
which was fixed as a matter of relatively nominal sums and being

the lowest prices permissible under PRC law.

Save for the foreign investment restrictions described above, the
contractual arrangements under the Internet Structured Contracts

are not related to any other regulations or requirements.

Key terms of the Internet Structured Contracts
In the summary table below, we set out the current status and the

key terms of the Internet Structured Contracts:
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