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(3)

(4)

(5)

Mr. YANG Eric Qing resigned as chairman of the Board, the Chief Executive
Officer of the Company, an executive Director, the chairman of the Nomination
and Corporate Governance Committee and an authorised representative of the
Company (the "Authorised Representative’] under Rule 3.05 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”] with effect from 30 June 2020.

Mr. LI Yangyang was appointed as chairman of the Board, the acting Chief
Executive Officer of the Company, an executive Director, the chairman of the
Nomination and Corporate Governance Committee and the Authorised
Representative with effect from 30 June 2020.

Mr. GAO Hong was appointed as an executive Director, the chairman of the
Risk Prevention and Digital Assets Management Committee and a member of
the Remuneration Committee with effect from 30 June 2020.

Mr. CHEN Xian resigned as a non-executive Director and a member of the
Nomination and Corporate Governance Committee with effect from 5 February
2021.

Mr. MA Shaohua was appointed as an independent non-executive Director, a
vice chairman of the Risk Prevention and Digital Assets Management
Committee, a member of each of the Audit Committee, Remuneration
Committee and Nomination and Corporate Governance Committee with effect
from 30 June 2020.
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Mr. LU Jingsheng was appointed as an independent non-executive Director, the
chairman of the Audit Committee, a member of each of the Remuneration
Committee, Nomination and Corporate Governance Committee and Risk
Prevention and Digital Assets Management Committee with effect from 30
June 2020.

Mr. LU Zhong retired as an independent non-executive Director, the chairman
of the Remuneration Committee, and a member of each of the Audit
Committee, Nomination and Corporate Governance Committee and Risk
Management Committee (now known as the Risk Prevention and Digital Assets
Management Committee] with effect from 30 June 2020.

Dr. TYEN Kan Hee Anthony has agreed to leave the Board as an independent
non-executive Director, the chairman of the Audit Committee and a member of
each of the Remuneration Committee, the Nomination and Corporate
Governance Committee and the Risk Management Committee (now known as
the Risk Prevention and Digital Assets Management Committee] with effect
from 30 June 2020.

Professor HUANG Yong and Ms. FU Qiang were appointed as the chairman and
a member of the Remuneration Committee, respectively, with effect from 30
June 2020.

The Risk Management Committee was renamed as the Risk Prevention and
Digital Assets Management Committee with effect from 30 June 2020.

Mr. LIU Jiang was appointed as a member of the Risk Prevention and Digital
Assets Management Committee with effect from 30 June 2020.

The legal adviser of the Company has been changed to Eric Chow & Co. in
Association with Commerce & Finance Law Offices with effect from 13 July
2020.
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Financial Highlights
M BREE

Year ended 31 December

BE+-A=1+-HLEE

2020 2019 Changes
i —E-AF #
RMB’000 RMB’'000
AR¥T T ARBF T
Audited
KEZ
(Restated)
(E3))
Revenue WA 110,407 144,661 -23.7%
Loss attributable to equity holders of KAREZHEAREML
the Company BB
— Continuing operations'” —BEEEERY (180,806) (410,646) -56.0%
— Discontinued operations'” —ERIEEeEKY (5,586) (8,567) -34.8%
(186,392) [419,213) -55.5%
Loss per share attributable to equity AATEZEEAEM
holders of the Company BREE
(expressed in RMB cents per share) (ABBRARESF|R)
Basic loss per share BREREE
— From Continuing operations'” —REEERLERY (17.12) (37.92) -54.9%
— From Discontinued operations'” —REDRIEREEKD (0.53) (0.80) -33.8%
(17.65) (38.72) -54.4%
Diluted loss per share BR#EEE
— From Continuing operations'” —REFEEEEB" (17.12) (37.92) -54.9%
— From Discontinued operations'” —REBR S ER (0.53) (0.80) -33.8%
(17.65) (38.72) -54.4%
REVENUE BY GEOGRAPHICAL AREAS ZIMIBALE 8l WA
Year ended 31 December
BE+t-A=1+—-HLEE
2020 2019 Changes
—BC_RF —E-AF &
RMB’000 RMB'000
AR¥T T ARBEFTT
Audited
KEZ
(Restated)
(E251))
The People’s Republic of China the "PRC”)" s ZE A R HFE ([FhE )" 88,242 92,523 ~4.6%
Outside the PRC? 8 R 22,165 52,138 ~57.5%
Total revenue F: V' ON 110,407 144,661 -23.7%

(1)

(2)

For the purpose of this annual report, the revenue from the PRC does not

include those from Hong Kong, Macau and Taiwan (if any).

The revenue of the continuing operations outside the PRC was primarily derived
from Allied Esports Entertainment, Inc. ("AESE"], an indirect non-wholly owned
subsidiary of the Company, which is separately listed on the Nasdag Stock

Exchange ("NASDAQ") and operates eSports business.
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2016 2017 2018 2019 2020
ZE—RF ZE—tF ZE-NF ZE—NF ZBZEF
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARETFT AREFT AREFT AREFTT AR®TR
Revenue A 871,148 617,025 389,166 144,661 110,407
Gross profit EH 461,951 329,053 154,927 51,898 24,662
Profit/(Loss) before income  B& Fr 5 & g A8,
tax (B18) 146,499 (36,596) (712,969) (440,382) (396,513)
Profit/(Loss] for the year FEME/ (EE) 139,376 (42,956) (697,513) (456,265) (402,588
Attributable to equity RARERFAA
holders of the Company 15 148,669 (23,99¢) (622,970) (419,213) (186,392)
Attributable to non- FEVE AR = FE (R
controlling interests (9,293) (18,960) (74,543) (37,052) (216,196)
Assets and liabilities BENMEE
Total assets BEE 1,428,881 1,618,212 1,266,430 978,802 735,367
Total liabilities BEE 174,335 162,682 286,456 321,583 247,481
Total equity B 1,254,546 1,455,530 979,974 657,219 487,886
Note: i &E -

On 19 January 2021, AESE entered into a stock purchase agreement (the "SPA”],
which was subsequently amended on 19 March 2021 and 29 March 2021, respectively,
for the disposal of entire equity interest of its wholly-owned subsidiary, Club Services,
Inc. ["CSI"). CSI owns 100% of each of the legal entities that collectively operate or
engage in the Company’'s poker-related business, commonly known as the World
Poker Tour ("WPT"). WPT is the premier name in an internationally televised gaming
and entertainment company that has been involved in the sport of poker since 2002
and created a television show based on a series of high-stakes poker tournaments. As
the Group has committed to a plan to sell the WPT business (the "Disposal Group”)
prior to 31 December 2020, the Disposal Group has been reclassified as “Discontinued
operations” and its assets and liabilities also reclassified as assets to “Assets of
Details of which are set out in the
Company’s announcements on 19 January 2021, 23 March 2021, 29 March 2021 and
30 March 2021 and the circular of the Company dated 10 March 2021, respectively.

disposal group classified as held for sale”.

To supplement its financial statements which is presented in accordance with
International Financial Reporting Standards ("IFRS"), the Group has also used
non-IFRS adjusted financials as an additional financial measure to evaluate our
financial performance since the listing of the Company's shares on The Stock
Exchange of Hong Kong Limited (the "Stock Exchange'] in 2014. Given that the
difference between IFRS and non-IFRS financials is insignificant and will not provide
meaningful information to the shareholders of the Company [the "Shareholders”), the
Company determines that it will no longer disclose non-IFRS measures.
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Dear Shareholders,

On behalf of the Board of Ourgame International Holdings Limited (the
“Company”, together with its subsidiaries, the “Group”), | hereby present to
you the results of the Group for the year ended 31 December 2020.

Facing the domestic regulatory environment and ongoing market
challenges, we have taken proactive actions to respond. The Group's
operations in China have developed relatively steadily, whereas, the
Company’s events at eSports venues outside China and the offline
tournaments were under restrictions due to persistent COVID-19 pandemic
overseas, which has an impact on our revenue to a certain extent. However,
we believe that following the adjustment of our business structure and
adaptability to the current market environment, our revenue will resume to
a normal level soon.

The Company continued to implement new business models, such as
establishing a partnership with iQIYl, a video platform giant, to give users an
enriching entertainment experience in different scenes. A web game named
All City Fight Landlord ({Z %k F#h=E)) which is jointly operated by both
parties, has been enlisted on the game centre of iQlYl. Ourgame will be able
to reach hundreds of millions of user groups of iQIYl through this
partnership. At the same time, the Company continued to optimise its online
board game operations in China, and reaped better results through a series
of marketing campaigns based on brand accumulation and a loyal user
base, coupled with the redevelopment of core classic games with new
features, which not only attracted new users but also reactivated prolonged
dormant users. The Company has also introduced a business model of
“free-to-user, paid-by-advertiser” in mobile games, which has also become
a new income source. In addition, the Company has launched HTML5 and
“small programs” type of games, and established new distribution channels
and partners, laying a foundation for exploring new channels for future
growth. The Company will continue to venture into new business growth
areas by connecting more diversified scenes based on the steady

development of its existing business.

In 2020, the eSports business of AESE was affected owing to the closure of
venues and the postponement of events due to the COVID-19 pandemic.
Facing the challenges at the moment, AESE has proactively adjusted its
operation strategies to focus on the advantages in terms of resources and
experience, fully pursuing online cross-over contents such as production of
shows and online tournaments. AESE has also launched multiple
programming offerings, both proprietary and with partners, in the first half
of 2020, including the production of HyperX Game Spotlight, a deep dive
episodic program focused on game developers telling the stories behind the
inspiration and evolution of their games, and Esportstudio, which brings
traditional sports athletes together to compete in the video game version of

Annual Report 2020
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their sport. In addition to live streaming on Twitch around the clock,
Esportstudio also aired a new brand program called “Allied24Seven” that
includes its all sorts of eSports events. In terms of online tournament
systems, AESE has launched the 12th edition of its Legend Series event IP
featuring VALORANT, the most popular new game from Riot Games. In
addition, AESE in collaboration with Esports Entertainment Group
successfully hosted the inaugural VIE.gg CS:GO Legends Series tournament,
setting a new height of attention both in terms of online viewing and unique
viewers. In terms of business partnership, AESE has also renewed its long-
term partnership agreement with HyperX, the world's leading gaming
peripheral brand. Pursuant to which, HyperX will continue to be the
exclusive owner of the AESE Global Flagship eSports Pavilion at the Luxor
Hotel in Las Vegas, the United States, providing game products to support
the game competitions and theme events in the pavilion. Both parties will
also endeavor to provide gaming fans with innovative contents and satisfying
experience.

WPT has also hosted a wide array of online tournaments immediately
following the offline tournaments were being constrained by the pandemic,
so as to satisfy the demand for eSports from our users. Those included the
tournaments under WPT partypoker series, as well as the online
tournaments of WPT Asia and WPT India, all of which were well-received.
Meanwhile, pioneering in cooperation of tournaments, WPT partnered with
Budweiser and World Central Kitchen to produce the King's Celebrity Poker
Challenge on ClubWPT, which was aired through FST and OTT platforms
with an audience base of over one million. In addition, offline tournaments
have been restarted in the areas where the pandemic has subsided. We also
held tournaments of WPT Japan in August 2020, with participants increased
under such unfavorable conditions. In November 2020, WPT Deep
Fundraising Tournament landed in Johannesburg, South Africa. In
December 2020, WPT, for the very first time, tapped into Taiwan, China. The
continuous content output of the online and offline tournaments was
produced into television programs, digital videos, etc. to achieve interactions
among platforms, which not only brought multiple sports experiences to
those sports and poker fans around the world, but also effectively
transformed into sales income.

Looking ahead, the Company will continue to optimise the board game
operations of our subsidiaries in China, steadily develop our domestic
business in China, and will leverage AESE as an operation platform to
develop our overseas online games, eSports and related peripheral
businesses. In addition, we will commence our operations in Southeast Asia
as well as Japan and Korea by way of investment, joint venture and licensing
if and when opportunities arise. Despite of the ongoing challenges, we

remain confident and will continue to strive to move forward.
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The loss attributable to equity holders of the Company amounted to
RMB186.4 million (which comprised loss of RMB180.8 million from
continuing operations and loss of RMB5.6 million from discontinued
operations) for the year ended 31 December 2020, as compared with
the loss attributable to equity holders of the Company of RMB419.2
million {which comprised loss of RMB410.6 million from continuing
operations and loss of RMB8.6 million from discontinued operations)
for the year ended 31 December 2019.

In 2020, revenue of the Group from continuing operations amounted
to RMB110.4 million, representing a decrease of RMB34.3 million or
23.7% as compared with RMB144.7 million for the year ended 31
December 2019. The decrease was mainly due to the decrease in in-
person experience revenues from Esports Arena Las Vegas, which
was a direct result of the COVID-19 pandemic and the consequential
limited ability to hold events throughout 2020. In addition, revenue
was decreased due to rescission of a share transfer agreement
concerning the acquisition of equity interest in Nanjing Haoyun
Meicheng Electronics Technology Co., Ltd * (F R AFHEEKETRIEE
[R 72 7]) ("Nanjing Haoyun”) in December 2019 (the "Nanjing Haoyun
Rescission”).

In 2020, cost of revenue of the Group from continuing operations
amounted to RMB85.7 million, representing a decrease of RMB7.0
million or 7.6% as compared with RMB92.8 million for the year ended
31 December 2019. The gross profit margin of the Group from
continuing operations decreased from 35.9% for the year ended 31
December 2019 to 22.3% for the year ended 31 December 2020. The
decrease in gross profit margin of the Group from continuing
operations was mainly due to the Nanjing Haoyun Rescission.

In 2020, other income of the Group from continuing operations
amounted to RMB7.6 million, representing an increase of RMB4.0
million or 113.0% as compared with RMB3.6 million in 2019. This was
primarily due to the rent concession of Esports Arena Las Vegas, due
to the COVID-19 pandemic.
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In 2020, selling and marketing expenses of the Group from continuing
operations amounted to RMBA4.2 million, representing a decrease of
RMB26.8 million or 86.5% as compared with RMB31.0 million in 2019.
The decrease was mainly due to cost control in light of changes in the
market environment during the year ended 31 December 2020. In
addition, advertising and event marketing was reduced as a result of
the limited ability to hold events throughout 2020 due to the COVID-19
pandemic.

In 2020, administrative expenses of the Group from continuing
operations amounted to RMB170.3 million, representing a decrease
of RMB2.6 million or 1.5% as compared with RMB172.9 million in
2019. The decrease was mainly due to cost control in light of changes
in the market environment during the year ended 31 December 2020
and due to the Nanjing Haoyun Rescission. The decrease in
administrative expenses was netted off with increase in administrative
expenses from the loss of restricted bank balance by the withdrawal
of cash held in escrow account to Simon Equity Development, LLC
("Simon") as per the investment agreements signed with Simon, but
did not require Simon to return AESE common stock that it received
in exchange for its investment.

In 2020, research and development expenses of the Group from
continuing operations amounted to RMB155,000, representing a
decrease of RMB238,000 or 60.6% as compared with RMB393,000 in
2019. The decrease was mainly due to higher selectivity and reduction
of development efforts on new versions of mobile games and costs
incurred in associated research and development activities.

In 2020, loss in fair value changes of financial assets at fair value
through profit or loss of the Group from continuing operations
amounted to RMB13.4 million, as compared with loss in fair value
changes of financial assets at fair value through profit or loss of
RMB28.7 million in 2019. The loss was mainly due to unexpected
changes in the market environment and some of our investee
companies also suffered from loss during the year ended 31
December 2020.
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In 2020, loss on conversion of convertible notes of the Group from
continuing operations amounted to RMB47.7 million (2019: nil). The
amount was mainly due to the value of common stock issued upon
conversion in excess of the common stock issuable under the original
terms as a result from the amendments of conversion prices of
convertible notes of AESE signed in 2020.

In 2020, impairment of assets of the Group from continuing operations
amounted to RMB126.4 million, as compared with RMB175.5 million
in 2019. In light of changes in market environment during the year of
2019, the Group had written down substantially all of the carrying
values of the assets relating to the PRC online card and board games
businesses in 2019. In 2020, the impairment of assets mainly arose
from the write off of investment by AESE in TV Azteca, property, plant
and equipment and right-of-use assets in the total amount of
RMB113.8 million, for which the management determined that the
future cash flows are not expected to be sufficient to recover the
carrying value of this investment.

In June 2019, the Company entered into a strategic investment
agreement with TV Azteca, S.A.B. DE C.V., a Grupo Salinas company ["TV
Azteca”) in order to expand the Allied Esports brand into Mexico. In
connection with this agreement, AESE was to provide US$7.0 million
to be used for various strategic initiatives. As at 31 December, 2020,
the Company has paid US$5.0 million (including US$3.5 million in
August 2019 and US$1.5 million in March 2020) in connection with this
agreement. In July 2020, AESE and TV Azteca entered into an
amendment to waive AESE’'s obligations to pay TV Azteca the
remaining US$2.0 million.

During the year ended 31 December 2020, due to management’s
determination that the future cash flows are not expected to be
sufficient to recover the carrying value of this investment, an
impairment loss of US$5.0 million (equivalent to RMB34.5 million)

was recognized in “Impairment of assets”.

Annual Report 2020

RZEZTF AEEREBFELE?
BHERIRBREENBEAARE
ITEBRL(ZE—NF:ZT) - FlESE
FEHRE T T FEEMAESEA B
BREREREETETEHNERKE
BOLTABRMNEBESBYBKETIETA
BITHWEBRBRATER -

RZZEZTF AEBERAFELE:
BHWEERBEAARKI2LEEIL M
RZZE—NFARARKEISEET -
AE-_Z—hLFAMBERZ2EE K
SEER T NEMR T EE RS
BEEBEBEEZBATSEEE -
RZZEZTF BEERBEFEZHPME
AESERATV Azteca W12 & - W12 - B E &
REURERAEEERBAARKI138
BETHE MEEBHRI AT BH
FAROBRESREZ TR IABE I IBIRE
MEREE -

RZZE—NFRA KNAFETV Azteca,
S.A.B.DE C.V.(Grupo Salinasif T~ & &l
[TV Aztecal]) i1 7 —IHE BRI E 1% - A
# Allied Esports 2 HEFE = 2 7 & © Bt
WWIEW M S  AESEZBIRE7T0EEETT
MWHERZEHBERE BE_Z_TF
+TZA=1+—H XA EBESL
0B EET(BERZZE—NLENA
NS ABELERN _Z_TF=AX
MsE&8ET) R_T_ZEF+ A"
AESE KTV Aztecaz] ML 1B&] Wiz + LATA R
AESEMITV Azteca X - 82 TF2.08 & £ 7T
ZEME

HE-_ZT_ZTF+-_A=+—HIEHF
E HREEEETEMNARARBESRS
BARARERIEREMNKAEME  HE
RIBERE]NERBREBEIOEEE
TL(HHERARBISEETT) °



Management Discussion and Analysis (Continued)

BEES R RO (8)
11. LOSS ATTRIBUTABLE TO EQUITY HOLDERS

12.

OF THE COMPANY

The loss attributable to equity holders of the Company amounted to
RMB186.4 million [which comprised loss of RMB180.8 million from
continuing operations and loss of RMB5.6 million from discontinued
operations) for the year ended 31 December 2020, as compared with
the loss attributable to equity holders of the Company of RMB419.2
million (which comprised loss of RMB410.6 million from continuing
operations and loss of RMB8.6 million from discontinued operations)
for the year ended 31 December 2019. The decrease was mainly due
to the unexpected financial performance of AESE resulting from the
COVID-19 pandemic, offsetting by the effect of loss decrease in the
PRC, which was due to cost control during the year and the decrease
in assets impairment for the year ended 31 December 2020 as
compared to the year ended 31 December 2019.

INCOME TAX EXPENSES/(CREDIT)

In 2020, income tax expenses of the Group from continuing operations
amounted to RMBO0.2 million, as compared with RMBO0.7 million

income tax credit in 2019.
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As at 31 December 2020, the Group's total bank balances and cash
decreased by 57.3% from RMB185.8 million as at 31 December 2019
to RMB79.4 million as at 31 December 2020. The decrease was due to
net cash outflow from operating activities, purchase of intangible
assets and the addition in unlisted equity investment netted off with
proceeds from issuance of convertible notes during the year. As at 31
December 2020, the current assets of the Group amounted to
RMB599.3 million, including bank balances and cash of RMB79.4
million, other current assets of RMB85.0 million and assets included
in disposal group classified as held for sale of RMB434.9 million.
Current liabilities of the Group amounted to RMB190.4 million, of
which RMB65.7 million were trade and other payables and deferred
revenue, other current liabilities of RMB34.6 million and liabilities
included in disposal group classified as held for sale of RMB?0.1
million. As at 31 December 2020, the current ratio (the current assets
to current liabilities ratio) of the Group was 3.15 as compared to 1.14
as at 31 December 2019. Gearing ratio is calculated on the basis of
total borrowings (net of cash and cash equivalents] over the Group's
total equity. The Group's gearing ratio as at 31 December 2020 was nil
(2019: nil). The Group currently intends to finance future expansion,
investments and business operations primarily with internal
resources, but may explore other financing sources in appropriate
circumstances.

The Group did not have any material investments during the year
ended 31 December 2020.

The Group did not have any material acquisitions during the year
ended 31 December 2020.
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The Group makes investments in financial assets at fair value through
profit or loss for the purposes of (i) supplementing the Group's games
portfolio to drive higher monetization of our user base and
profitability, and (i) exploring new business opportunities in related
areas of our business eco-system for acquisitions and strategic and
operational synergies and also leveraging on external financial
resources for expertise and scale. As at 31 December 2020, the
Group’s financial assets at fair value through profit or loss amounted
to RMB69.7 million (31 December 2019: RMB63.4 million).

As at 31 December 2020, the Group’s investments in unlisted equity
investments amounted to RMB69.7 million, which mainly included
direct equity investments in selected startup companies mainly
engaged in games or mind sports related technological research and
development and direct subscription to the interests in private equity
funds (the "Private Equity Funds”) that focus on providing early-stage
funding for companies in the mind sports sector. A breakdown of the

majority of these investments is set out below:
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Amount of
Capital Contributed Percentage of
Name of Invested Company/Private Equity Funds by the Group  Shareholding Principal Business
BREAT ALEREESER AEEXESHE 2 ERESK FTEXEYK
Beijing Yilian Investment Centre (L.P.) RMB5,000,000 5% Investment/management
EREBRERL(BERER) A B ¥#5,000,0007T KE B
Gong Qing Cheng Wujiang Xingyao Investment RMB20,000,000 7% Investment/management
Management Partnership (L.P.)
HENTBERREECEABLEBERER) AR 20,000,0007T BEEE
Beijing Zhongchuang Yonglian Investment RMB23,000,000 22.77% Investment/management
Management Centre (L.P)
It RBAKBIEEEEDL(BERAR) AR # 23,000,000 7T RE/ER
Tong Xiang Juli Fengyuan Equity Investment RMB20,000,000 64.52% Investment/management
Fund Management Partnership (L.P.)
MBZNEERERERSERARLE A E# 20,000,000 7T KE &R
(BRAR)
All In Asia Culture and Tourism Development RMB19,574,700 20% Investment/management

Company Limited
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For the year ended 31 December 2020, no dividends have been paid
from invested companies. All startup companies invested by the
Group are in relatively early stage, and are mainly focused on product
development and launching. The Private Equity Funds were also
actively seeking and providing funds for early stage companies in the
Internet, sports and entertainment segment, which could provide us
with a platform to leverage on our experience and resources, and to
minimise our investment risks. We believe that our investment
initiative is an important aspect of our vision to build up our ecosystem
as a whole. The Group will continue to seek other investment
opportunities that not only create synergies on different levels but
also offer high-yield return potential. The Group will continue to
monitor its investment in financial assets at fair value through profit
or loss in a responsible manner. There are no financial assets at fair
value through profit or loss in the Group's investment portfolio that
individually constitutes significant investment as none of the
investments has a carrying amount that accounts for more than 5% of

the Group’s total assets as at 31 December 2020.

Movements of Financial Assets at Fair Value
Through Profit or Loss

The movements of financial assets at fair value through profit or loss
for the year ended 31 December 2020 are set out below:
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Unlisted equity

investments

E il

ERRE

RMB'000

ARBFT

Balance as at 1 January 2020 RZE-_ZTF—A—Hz2&% 63,414

Addition NE 19,725
Fair value changes recognised in RIERERZ AR EEH

profit or loss (13,373)

Exchange difference ME W =R (83)

Fair value as at 31 December 2020 R-ZBE-_EF+_A=Z+—HZAARE 69,683
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17.

18.

19.

20.

21.

MATERIAL DISPOSALS

The Group did not have any material disposals during the year ended
31 December 2020.

PLEDGE OF ASSETS

As at 31 December 2020, the convertible notes issued in 2020 are
secured by all assets of AESE. Pursuant to the supplemental
agreement to the convertible note purchase agreement for the
subscription of the convertible notes issued in 2019, the convertible

notes issued in 2019 were secured by all assets of AESE.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31 December
2020 (2019: nil).

FOREIGN EXCHANGE EXPOSURE

During the year ended 31 December 2020, the Group mainly operated
in China and in the United States and the majority of its transactions
were settled in Renminbi ("RMB”] or USD, being the functional
currencies of the Group entities to which the transactions relate. As
at 31 December 2020, the Group did not have significant foreign
currency exposure from its operations.

EMPLOYEE'S REMUNERATION AND POLICY

As at 31 December 2020, the Group had 148 employees, 32 of which
were responsible for games development and operation or general
116 of which
are responsible for the operation of AESE (including 47 for the

administration in the PRC (including Hong Kongl, and

operation of WPT]. The total remuneration expenses (including
employee related share-based compensation expense] for the year
ended 31 December 2020 were RMB65.8 million, representing an
increase of 27.9% as compared to the year of 2019.
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On 19 January 2021 (U.S. time), Allied Esports Media Inc. (the "Vendor”),
an indirect non-wholly owned subsidiary of the Company, Club
Services, Inc. (the "Target Company”), an indirect non-wholly owned
subsidiary of the Company, AESE and Element Partners LLC (the
“Purchaser”), which is an independent third party, entered into the
stock purchase agreement (the “Stock Purchase Agreement’),
pursuant to which the Vendor conditionally agreed to sell, and the
Purchaser conditionally agreed to purchase, the entire equity
interests of the Target Company for a total consideration of US$78.25
million (equivalent to approximately HK$606.61 million) (the “Disposal
of Club Services”).

On 19 March 2021 (U.S. time], the Vendor, the Target Company, AESE
and the Purchaser entered into an amended and restated stock
purchase agreement (the "Amended Stock Purchase Agreement’] to
amend certain terms of the Stock Purchase Agreement including,
among other things, the increase of the total consideration to
US$90.50 million (equivalent to approximately HK$701.57 million).

On 29 March 2021 (U.S. time], the Vendor, the Target Company, AESE
and the Purchaser further entered into Amendment No. 1 to the
Amended Stock Purchase Agreement to amend the consideration
under the Amended Stock Purchase Agreement, which further
increased the total consideration to US$105.0 million (equivalent to

approximately HK$813.98 million).

Upon the closing of the Disposal of Club Services, the Target
Company and its subsidiaries (the “Target Group’] will cease to be
subsidiaries of AESE and the Company, and the financial results of
the Target Group will no longer be consolidated into the financial
statements of AESE and the Group. Further information of the
Disposal of Club Services can be found in the announcements of the
Company dated 19 January 2021, 23 March 2021, 29 March 2021 and
30 March 2021 and the circular of the Company dated 10 March 2021.

Save as disclosed in this annual report, the Group does not have other
plans for material investments and capital assets.
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The Board hereby presents its report together with the audited consolidated ZBEFEZIWREAFEERAEBHE_FT
—EF+ A=+ HBUEFENLEEZRES
MRS -

financial statements of the Group for the year ended 31 December 2020.

The principal activities of the Group for the year ended 31 December
2020 are online card and board games development and operation via
its subsidiaries in the People’s Republic of China (the "PRC"] and
eSports business and WPT business ("WPT Business’] via Allied
Esports Entertainment, Inc. [NASDAQ: AESE]. The activities of our
principal subsidiaries are set out in Note 19 to the consolidated
financial statements.

The analysis of the Group’s revenues and segment information is set

out in Note b to the consolidated financial statements.

A review of the business of the Group during the year ended 31
December 2020 (including particulars of important events affecting
the Company that have occurred during the year ended 31 December
2020, an analysis of the Group’s performance during the year using
financial key performance indicators and a discussion on the Group's
future business development) is provided in the Chairman's
Statement on pages 8 to 9 of this annual report. A description of the
principal risks and uncertainties that the Group may be facing can be
found on pages 80 to 82 of this Directors’ Report. In addition, the
financial risk management objectives and policies of the Group are
available in Note 42 to the consolidated financial statements. Except
as disclosed in this annual report, no other important event affecting
the Company has occurred during the year ended 31 December 2020.
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As far as the Board is aware, except as disclosed herein, the Group
has complied with the relevant laws and regulations that have a
significant impact on the Group in all material respects during the
year ended 31 December 2020.

The Group values the rights and interests and the needs of each
employee, and strictly observes the provisions of the relevant laws,
statutes and regulations of the PRC to provide employees with various
security, welfare and benefits. The Group has also set up a sound
promotion and assessment system to encourage fair competition. In
addition, the Group attaches importance to communications with its
employees. Apart from personalized mailbox and DingDing accounts,
there are systems in place to allow one-on-one communication
between employees and the Chief Executive Officer, communication
between employees and their line managers, and communication

channels including all-staff town hall meeting.

As users of online card and board games could be regarded as the
main customers of the Group, the Group provides its users with high-
quality and safe services both in online and offline events. In relation
to online events, the Group has set up a link to the security center on
the official website and web games to protect users’ game accounts
and privacy.

For the year ended 31 December 2020, the Group had approximately
284 suppliers. The Group selects, on its own initiative, suppliers
whose products and services are in compliance with relevant
applicable standards and adopts strict acceptance standards
including a preliminary assessment on the impact of the goods or
services provided by the suppliers on the environment and society.
Under our strict supervision, no risk has been identified in our supply
chain during the year ended 31 December 2020. Please refer to the
Environmental, Social and Governance Report of the Group for further

details.

The WPT Enterprise, Inc., a subsidiary of the Group, has a non-profit
foundation WPT Foundation that helped to raise more than US$20
million since its inception in 2012, which was and would be dedicated
to improving our planet by supporting key charities in regards to
human rights, education, world hunger and the environment. Due to
the COVID-19 pandemic, no WPT Foundation events were held in
2020.

Except the aforesaid, the Group did not make any other charitable
donations (2019: US$3 million).
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Taking the principal activities of the Group into consideration, less
destruction has been made directly to the environment, but protecting
the environment has always been essential to us and has guided our
actions to minimize our impact. In view of the scarcity of resources,
the Group advocates policies on the efficient use of resources on its
own initiative, motivates all of its employees to participate in
resources conservation activities and encourages them to save water,
power and paper. As most promotion campaigns are conducted
online, packaging or advertisement materials for such campaigns are
therefore not required and no consumption or waste is produced. In
respect of offline events under WPT Business, the Group encourages
online advertising and promotional activities and takes this as the
principle. For various materials used for offline events, the Group opts
for recyclable products so as to prolong their service cycles and
reduce renewal frequency.

In the future, continuous efforts will be made by the Group and our
employees in promoting sustainability in environment, social and

corporate governance.

The results of the Group for the year ended 31 December 2020 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 116 to 117 of this annual report.

The Board does not recommend the payment of any final dividend for
the year ended 31 December 2020 (2019: nil).
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Directors’ Report (Continued)
ES2RS (B)

RESERVES

Changes to the reserves of the Group during the year ended 31
December 2020 are set out in the consolidated statement of changes
in equity. Changes to the reserves of the Company during the year
ended 31 December 2020 are set out in Note 38 to the consolidated
financial statements. As at 31 December 2020, the Company had
reserves available for distribution of approximately RMB479.4 million
(2019: RMB520.1 million].

PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS

Changes to the property, plant and equipment and intangible assets
of the Group during the year are set out in Notes 17 and 22,
respectively, to the consolidated financial statements.

SHARE CAPITAL AND SHARE INCENTIVE
SCHEMES

Details of the Company’s share capital and share incentive schemes
are set out in Notes 35 and 37 to the consolidated financial
statements, the paragraph headed "Share Option Schemes” on pages
24 to 32 and the paragraph headed “Share Award Scheme” on pages
32 to 33 of this annual report, respectively.

SUBSIDIARIES

Particulars of the Company’s subsidiaries as at 31 December 2020

are set out in Note 19 to the consolidated financial statements.

FINANCIAL SUMMARY

A summary of the consolidated results and of the financial positions
of the Group is set out on pages 116 to 119 of this annual report.
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Issue of Shares pursuant to Completion of Share
Transfer Agreement, the Rescission of Share
Transfer Agreement and Shares Cancellation

On 16 January 2018, the Company and Tianjin Shengyou Shidai
Technology Development Co., Ltd.* [(RERERRBIFEERER QA
(“Tianjin Shengyou Shidai") entered into a share transfer agreement (the
“Share Transfer Agreement’] with Ms. Zhu Guifeng (the "Nanjing
Seller”’] and Mr. Chen Zhong [the “Nanjing Seller Guarantor’),
pursuant to which Tianjin Shengyou Shidai purchased the entire
equity interest in Nanjing Haoyun from the Nanjing Seller and the
Nanjing Seller Guarantor at a consideration of RMB220 million (subject
to adjustment] (the "Nanjing Acquisition”]. The consideration of
RMB220 million for the Nanjing Acquisition was settled (i} as to
RMB136 million in cash [subject to adjustment); and [ii] as to RMB84
million by the Company allotting and issuing 38,888,888 consideration
shares (subject to adjustment) at the issue price of HK$2.62 (equivalent
to approximately RMB2.16). The Nanjing Acquisition was completed
on 9 February 2018 and the first instalment consideration shares (being
15,555,556 shares of the Company) were issued to the Nanjing Seller
on 9 February 2018.

On 23 December 2019, the Company received a binding arbitral award
issued by Nanjing Arbitration Commission that the arbitration panel
has determined that the Share Transfer Agreement should be
rescinded and the respective parties returned to their respective
positions prior to the entering into of the Share Transfer Agreement.
As a result of the rescission of the Share Transfer Agreement,
ownership of the equity interest in Nanjing Haoyun was reverted to
the Nanjing Seller, the 15,555,556 consideration shares issued to the
Nanjing Seller were returned to the Company for cancellation, and
the sum of RMB60,400,000 in cash was returned to the Company by
the Nanjing Seller. On 8 January 2020, the 15,555,556 consideration
shares were returned to and cancelled by the Company.

Further details of the Nanjing Acquisition and the rescission of the
Share Transfer Agreement are set out in the Company's
announcements dated 16 January 2018, 30 January 2018, 9 February
2018, 23 December 2019 and 8 January 2020.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any listed securities of the

Company during the year ended 31 December 2020.
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Apart from the Employee Pre-IPO Share Option Scheme,

the

Management Pre-IPO Share Option Scheme, the 2014 Share Option
Scheme as set out in section 12 and the Share Award Scheme as set

out in section 13 of this Directors’

Report,

no equity-linked

agreements were entered into by the Group or existed during the year
ended 31 December 2020.

The Company has adopted three share option schemes, namely, (i)

the Employee Pre-IPO Share Option Scheme, (i) the Management
Pre-1PO Share Option Scheme and (i) the 2014 Share Option Scheme.
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As at 31 December 2020, a total of 73,062,128 share options were W_ZT=F E“f’ A=+—RH EBRE
granted to the following Directors pursuant to the Management Pre- EEEBEENA AR ENERESEE -
IPO Share Option Scheme and the 2014 Share Option Scheme: T EEBRESFSRTIEERES
$£73,062,128 17 B A 4 -
Outstanding Outstanding
asat Granted Exercised Cancelled Lapsed as at
1 January during during during during 31December  Exercise price
Name of Directors Date of Grant 2020 theyear theyear theyear theyear 2020 per Share
R-B-2H§ R-B-2f§
—A—AH +=-A=+-H
EEp REHBEH HRTE FARE FRTE FEH FRAXX HRTE BRIEE
Mr. Yang Eric Qing 20 February 2014 20,851,064 - - - - 20,851,064 US$0.16714303
("Mr. Yang")" —E-mE-_A=-+AH 0.16714303% 7T
BELE(HBEE]D" 5 January 2015 11,760,000 - - - - 11,760,000 HK$2.67
—h¥—HAHA 26THTT
8 January 2016 3,920,000 — — - — 3,920,000 HK$5.506
—E-R"E-ANH 5,506 7T
Mr. Ng Kwok Leung 20 February 2014 20,851,064 - - - - 20,851,064 US$0.16714303
Frank (Mr.Ng")? —Z—@E-F=-+H 0.16714303% 7T
HERLE 5 January 2015 11,760,000 - - - - 11,760,000 HK$2.67
(ME%ED" —Z-AF—-AEA 267THTT
8 January 2016 3,920,000 — — - — 3,920,000 HK$5.506
—E-RE—-ANH 55067 70
Total 73,062,128 — - - — 73,062,128
Bt
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Notes:

(1) Mr. Yang resigned as chairman of the Board, the Chief Executive Officer
of the Company and an executive Director with effect from 30 June 2020.

(2) Mr. Ng resigned as an executive Director with effect from 29 June 2019
and a Co-Chief Executive Officer of the Company with effect from 30
August 2019 and served as the director and chief executive officer of
AESE with effect from 9 August 2019. Mr. Ng also resigned as a
consultant of the Company with effect from 30 June 2020.

Summary of the Share Option Schemes

Employee Pre-IPO Share Option Scheme

Purpose

The purpose of the Employee Pre-IPO Share Option Scheme is to give
employees of the Group an opportunity to acquire a personal stake in
the Company and help motivate such employees to optimize their
performance and efficiency, and to retain the employees whose
contributions are important to the long term growth and profitability
of our Group. The options entitle eligible employees to obtain existing
issued shares in the Company from Blink Milestones Limited and will

not involve the Company issuing any new shares.

Exercise Price

The exercise price under the Employee Pre-IPO Share Option Scheme
is RMB0.1276 per share (adjusted for capitalisation issue, on the basis
of RMBO0.12756). Please refer to “Appendix IV — Statutory and General
Information” of the prospectus of the Company dated 18 June 2014 (the
“Prospectus”] for further information.

Exercise of Option

The shares of the Company (the “Shares”) subject to the Employee
Pre-IPO Share Option Scheme shall be vested in four equal annual
instalments, with the first instalment representing twenty five percent
(25%) of the Shares subject to the Employee Pre-IPO Share Option
Scheme vesting on the first anniversary of the date of listing (the
“Listing”] of the Company's Shares on the Stock Exchange [i.e. 30
June 2014) (the “Listing Date”), and an additional instalment vesting
on each anniversary thereafter, subject to the fulfilment of the
grantee’s performance target for the full calendar year before the
vesting determined by the Company being fulfilled and the grantee’s
continuing to be an employee of the Company and being in compliance
with the terms and conditions of the option award agreement dated
20 February 2014 through each such date.
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Maximum Numbers of Shares

The maximum numbers of Shares in respect of which options under
the Employee Pre-IPO Share Option Scheme may be granted is
25,009,600 Shares. On 7 March 2014, 25,009,600 share options (adjusted
for capitalization issue)] were granted to 29 key employees of the
Company by Blink Milestones Limited, after that no further options
were granted. The particulars of the options granted under the
Employee Pre-IPO Share Option Scheme are set out in “Appendix IV
— Statutory and General Information” of the Prospectus.

Life of the Employee Pre-1PO Share Option Scheme

The Employee Pre-IPO Share Option Scheme is effective from 7
March 2014 and the remaining life of the scheme as of the date of this
annual report is less than 3 years.

Outstanding Share Options
The options under the Employee Pre-IPO Share Option Scheme were
fully exercised or forfeited in 2019.

Management Pre-1PO Share Option Scheme

Purpose

The purpose of the Management Pre-IPO Share Option Scheme is to
give senior management of the Company [the “Participants’) an
opportunity to acquire a personal stake in our Company and help
motivate such Participants to optimize their performance and
efficiency, and also to help retain the Participants whose contributions

are important to the long-term growth and profitability of our Group.

The principal terms of the Management Pre-IPO Share Option
Scheme are substantially the same as the terms of the Employee
Pre-IPO Share Option Scheme except that:

(a]  the exercise price under the Management Pre-IPO Share Option
Scheme is US$0.16714303 per Share (adjusted for capitalisation
issue, on the basis of US$0.34398035];

(b)  twenty five percent (25%) of the Shares subject to the
Management Pre-IPO Share Option Scheme shall be vested on
the first anniversary of the grant date and the remaining Shares
subject to the Management Pre-IPO Share Option Scheme shall
be vested in 36 equal monthly instalments with the first
instalment vesting upon the 13th monthly anniversary of the
grant date and each of the remaining instalments vesting on
each monthly anniversary of the 13th monthly anniversary of
the grant date thereafter. The options may be exercised upon
the Listing.

Annual Report 2020

RERHEE
BEBRLARABENBERETSBE TR
e &= E B KD A250096008% ° 7
—Z — /4 = A+ B  Blink Milestones
Limited/al &K R A129% T E 8 8§ & &
25,009,60017 B A 4 (B 3L & R L BT 1E
B B EE— SR HERE-
RIEEE B X ARSI ERET 2R
HERENF BN BRERIH M
—FEER—MBER]-

ESEERNFRERERES B IF
H
BEEBERAHEZENBRESIE-F
—HFE=ZAtBRRBER MEBEELXFR
BH - SEBRTFHRR/IRN=F-

HERITRERE
BEEBRAHBENBRETIATE
BREER-Z-NFRBHITHE -

EEEER RABENBRES
gl

=)
EEEERAREENBERENSEHRE
AARREREEE((ZESRE]RE
HREAAREARENEE  ABH
BZE2EERAERARYE U
BHAEERRERRANENEER
ARz ES2EE -

BATEEN EBEBERRMEEH
BREFINEIZRFERBEERAH
HERBRES B RBUER

a) EBEBREBXAARESAERET

ZIE T1TE{E B S IR0.16714303 3
(B #%0.34398035 % JT /& & % 5t

BARCETHELAR)

o

b) EEEBERXAMBESIBRE
ZBETE D Z =+ H(25%) 8 B
ARBFLEEOHEEBEFREE ME
BEB X RS ERETE
H T ESRK D ARGEA RN A
EHOHEBE FHREBARY
BHmEBEAEE  WEEHBRK
DRELEHRRFESEAERS
RO BEE - BRENR EmET
fE o

i



EEZRS (B8)

Maximum Numbers of Shares Available for Issue

The maximum numbers of Shares which may be issued upon exercise
of all options under the Management Pre-IPO Share Option Scheme
is 50,042,553 Shares.

Life of the Management Pre-1PO Share Option Scheme

The Management Pre-IPO Share Option Scheme is effective for a
period of 10 years from 7 March 2014 and the remaining life of the
scheme as of the date of this annual report is less than 3 years.

Outstanding Share Options

As at 31 December 2020, 50,042,554 share options were granted to
certain members of our senior management and Directors under the
Management Pre-IPO Share Option Scheme, of which 3,822,624 share
options were exercised, leaving an outstanding balance of 46,219,930
options, representing approximately 4.23% of the issued Shares as at
31 December 2020.

Save as disclosed, none of the options so far granted have been

exercised, forfeited and/or lapsed.

Details of the movements of options under the Management Pre-IPO
Share Option Scheme during the year ended 31 December 2020 are
set out in the table below and in Note 37(b) to the consolidated
financial statements:

Outstanding

ORTHRSREEE
EREBEARAAMEBEESIBRESIET
RO EERERETEEANETNR
= H B % {5 A&50,042,553 % ©
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FH
EEEHALAHBEANERETEAE =
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HEAFTHEH FE2HTEFHRELIR
=4

HRTEERE
R-ZZE-_ZEF+_A=+—H8 BRIE
EEEBXAAAEER BRI AR
MHETEREEEXNERESTRY
50,042,554 17 8 Ax - K #13,822,624 17 B8
AE i B ETTIE - B8R T 46,219,93010 B A%
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+—HBEITRG44.23% -
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Outstanding

asat Granted Exercised Cancelled Lapsed asat
Position in relevant 1January  during during during  during 31 December  Exercise price
Grantees Group companies  Date of Grant 2020 theyear theyear theyear theyear 2020 per Share
RZZ-ZF RZZZZE
REBEE -A-H FR R f " R t=ZA=t+-H
ABA A EBA R A8 i RT R g (iR i HATE  BROEE
Connected person of the Company
AARBEAL
Mr. Yang[” Connected person of 20 February 2014 20,851,064 - — — — 20,851,064 US$0.16714303
the Company
B ARAEHEAL Z—F-ME-AZ-TH 0.16714303% 7T
Mr. Ngm Connected person of 20 February 2014 20,851,064 - — — — 20,851,064 US$0.16714303
the Company
fhkE” AARBEAT Z—E-WE-A=+H 0.16714303% 7T
Mr. Zhang Connected person of 20 February 2014 4,517,802 - — — — 4,517,802 US$0.16714303
Peng"” the Company
RExRLEY  ARRBEAT —E-WE-A=+AH 0.16714303% 7T
Total 46,219,930 - - - - 46,219,930
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Notes:

(1) Mr. Yang resigned as chairman of the Board, the Chief Executive Officer
of the Company and an executive Director with effect from 30 June 2020.

(2) Mr. Ng resigned as an executive Director with effect from 29 June 2019
and a Co-Chief Executive Officer of the Company with effect from 30
August 2019. Mr. Ng also resigned as a consultant of the Company with
effect from 30 June 2020.

(3) Mr. Zhang resigned as the president of the Company with effect from 25
May 2019. Mr. Zhang also resigned as a consultant of the Company with
effect from 30 June 2020.

2014 Share Option Scheme

Purpose

The Company adopted the 2014 Share Option Scheme on 19
November 2014 (the “Adoption Date”]. The 2014 Share Option Scheme
is valid for a period of 10 years from the grant date of each option. The
purpose of the 2014 Share Option Scheme is to provide key
employees, directors or officers of the Group (the “Eligible Persons”)
with the opportunity to acquire proprietary interests in the Company
and to encourage them to work towards enhancing the value of the
Company and its Shares for the benefit of the Company and the
Shareholders as a whole. The 2014 Share Option Scheme provides the
Company with a flexible means of retaining, incentivizing, rewarding,
remunerating, compensating and/or providing benefits to Eligible
Persons.

Any individual, being an employee, director or officer of any member
of the Group whom the Board or its delegate(s] considers, in their
sole discretion, to have contributed or will contribute to the Group is
entitled to be offered and granted options.

Number of Shares Available for Issue under the 2014 Share
Option Scheme

The total number of Shares which may be issued upon exercise of all
options to be granted under the 2014 Share Option Scheme and any
other schemes is 78,400,000, being no more than 10% of the shares in
issue as at the Adoption Date. Such scheme mandate limit may be
refreshed at any time by obtaining approval of the Shareholders in
general meetings and/or such other requirements prescribed under
the Listing Rules from time to time. However, the overall limit on the
number of Shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the 2014
Share Option Scheme and any other share option schemes of the
Company at any time must not exceed 30% of the Shares in issue

from time to time.

Annual Report 2020

(1) BELCHTESSERF AQRTH
MEEHTEE B _ZTF A=
THEBER -

(20 MELEHERATEERADABRE
THEH HHEa T -AFRAZ-T
NARZZE-AFNANA=THREN -
MAENMERERARARER 8 -2
TEERNAZTHRER -

B REACHAEARRHEHE BTN
FREAZTHHRER - RELTREE
EAARER BEZZTZTFA="T
HAEAERL -

—_E-UFERBRESE

=)
ARBAR_FT—OF+—AThB (K
MBHMDEN T NFEREE -
—E-IEBEREEESHBRER
HEHETFRABER —T—MOFBR
BB EEMNAEEIEREE EEH
SABRE(EERALTDREREDRGSALR
AMERESNEE YHBEFRA
RAINBRROERNGEE NRAAR A
REBHOEE T - HFBRET
BB ARBRENBEEN T AERE A
B S2E R #ESERALTRR
DEESES R

EFeRHERRZENBERRESEHLH
RAKEFELERMOAL(AIRAKEE
MRKBARANER EFXEMBE)E
REERMRER THRE -

T E-NFERESERETITZRT
BRGHE

BB - T NEBRES S REMEAM
ArEIRHM 2 BB R ET R T B
17 89 B 0 48 2% /378,400,0000% - A i 18
REMBHERHITIRMA10% - B /&
EIRELRABERERRNERAE
EEOHE A K b T AR B B ET R A E
MBREFTUNEH - A RIE—FT -0
F B R RT 8 R L ] B ] AR 2 RIAEAA
Hit B SR B E R RITENEE
BREETER I THRITNEROES
HETSEBARATRKDETRNK
30% °



EEZRS (B8)

At the annual general meeting of the Company held on 13 May 2016,
the Shareholders approved the proposed refreshment of the scheme
mandate, so that the Company could grant further options under the
2014 Share Option Scheme for subscription of up to a total of
78,719,037 additional Shares. Further details are set out in the
circular of the Company dated 12 April 2016.

Maximum Entitlement to Participant

The total number of Shares issued and to be issued upon exercise of
the options granted and to be granted under the 2014 Share Option
Scheme and any other share option schemels] of the Company to
each Eligible Person [including both exercised and outstanding
options) in any 12-month period shall not exceed 1% of the total
number of Shares in issue (the “Individual Limit"). Any further grant
of options to an Eligible Person which would result in the aggregate
number of Shares issued and to be issued upon exercise of all options
granted and to be granted to such Eligible Person in the 12-month
period up to and including the date of such further grant exceeding
the Individual Limit shall be subject to separate approval of the
Shareholders.

Determination of the Exercise Price

The amount payable for each Share to be subscribed for under an
option in the event of the option being exercised shall be determined
by the Board but shall be not less than the greater of: (a) the closing
price of the Shares as stated in the daily quotations sheet issued by
the Stock Exchange on the grant date; (b) the average closing price of
the Shares as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding the grant
date; and (c) the nominal value of a Share on the grant date.

The option period is to be determined and notified by the Board to
each grantee at the time of making an offer, and shall not expire later
than ten years from the grant date of the 2014 Share Option Scheme.
There is no minimum period for which an option must be held before
it can be exercised in general. However, at the time of granting any
option, the Board may, on a case by case basis, make such grant
subject to such conditions, restrictions or limitations including (without
limitation] those in relation to the minimum period of the options to
be held and/or the performance targets to be achieved as the Board

may determine in its absolute discretion.

BER-_Z—R"ERAT=ZABHHAK
RRAIBHEBFREG Lt ETEIRENE
FEF AL AARARE-_FT M
FHEBRETEE-—TIRLIRERLAE
78,719,037 i B8 SN 10 B0 BE Ak #E - B
E—FSHFBERNARABEA-T—X
EMA+-—HHER

2@EZIRAER

BIE-ZT—NFEREFTERAREE
MEMEREAFSERTFRBERTEE
BATHEREBEEITERERT
FRERE) BITERE TG TH®
TG EE RMEW+ @A B R
TEBBEBETROHBEMI%((EAAL
RD-fWAAERATE - FELER
EHERHEZE SR ABBH(RE
ZE)E+-—_EASMERTRERT
ZABBATHAEEREETERE
%ﬂ&%%%ﬁm%ﬁ@%tﬂﬂAi

CRBERRE SITHOE

BEETEE
i B IR HEETT 0 AR T TR
BOEBRENENSEHESSERE
HEABERTIREE @R EHBEH
B2 PR ® B W(E R AR T
B OREZERL YA OESXB5H
PRy & B RE R AR RN FHYK
ME: RlBRORELBHNEE-

BREBRAESSARRLEZNEET
BN ERA BERN _ET—NER
BEAEEL BB TERNRR - —
BmE - WEEREBREETEANAE
BHEREHRMBET - AM EF A
R ERERERZEANBRAELA
BRERE MEETEBGEE BREIK
%WW@%EK@%%$@T%%%M
EEFTEUSEERENTEHR K
WBERBEREBZHGEMSE - R EIKA
fR) -

_S_RFER



EEZRS (B8)

Vesting period of the Share Options
(1) 25% of the share options shall vest and be exercisable with
effect from the first anniversary of the grant date;

(2)  the second 25% of the share options shall vest and be
exercisable with effect from the second anniversary of the grant
date;

(3)  the third 25% of the share options shall vest and be exercisable
with effect from the third anniversary of the grant date;

(4)  the remaining 25% of the share options shall vest and be
exercisable with effect from the fourth anniversary of the grant
date.

Exercise of Option
The options may be exercised up to 25% of the Shares for each year
after the first anniversary of the grant date of the share option for four
consecutive years.

Payment on Acceptance of Share Option

An amount of RMB1.00 must be paid as consideration for the grant of
the share options and such payment must be made within 20 business
days from the date the share option grant offer is made to the Eligible
Person.
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Movements in the Share Options/Outstanding Share Options

Details of the movements of the options under the 2014 Share Option

EBREBE HXITRERE

TR NFEREFEETBEENE

Scheme during the year ended 31 December 2020 are set out in the AT _TFF+_A=+—HIEFEH
table below: BEHHBHN TR
Outstanding Outstanding
asat Granted Exercised Cancelled  Lapsed asat
1January  during during during during 31 December Exercise price
Grantees Date of Grant Exercisable period 2020 theyear theyear theyear theyear 2020 per Share
R-B-BE RZB-2F
-A-8 £R) R £R £/ +ZA=+-H
ERA REAH pER:E: L HATHE R (g4 e ¥ HATHE BRITREE
Connected person of the Company
ARRHEAL
Mr. Yang‘” 5 January 2015 5 January 2015 — 11,760,000 — — — — 11,760,000 HK$2.67
4 January 2025
g —Z-1F—-AAA “Z-1F5—-RAAEZ=T 26T T
—RF-AMA
8 January 2016 8 January 2016 — 3,920,000 - - - - 3,920,000 HK$5.506
7 January 2026
—E-"%—-ANR ZE-R"E-ANREZE 5506 7T
“RF-RAtH
Mr. Ng* 5 January 2015 5 January 2015 — 11,760,000 - - - - 11,760,000 HK$2.67
4 January 2025
g “Z-1F—-AAA “Z-HF5—-RAAEZ=T 26T T
—RF-AMA
8 January 2016 8 January 2016 — 3,920,000 - - - - 3,920,000 HK$5.506
7 January 2026
—E-x"%—-ANR —E-R"E-ANREZE 5506 T
“RF-AtH
Employees of the Company
AREES
5 January 2015 5 January 2015 — 18,451,339 - - - [(127,500) 18,323,839 HK$2.67
4 January 2025
—Z-n¥-HAA —T-h§—AAHZECE 26T T
—RF¥-AMA
9 July 2015 9 July 2015 — 13,295,000 - - = - 13,295,000 HK$4.402
8 July 2025
—Z-I%tANRA ZE-IFtANRECZE 440278 7T
“RFEANR
17 May 2016 17 May 2016 — 700,000 - - - - 700,000 HK$3.684
16 May 2026
“E-R"FRAt++tH ZE-RFRAt+tEHEZ 368438 7T
TZRERATAA
7 September 2016 7 September 2016 — 1,190,000 - - - - 1,190,000 HK$3.95
6 September 2026
- ENAtA —E-R"ENAtHEZECZE 39587
“RFNARE
28 April 2017 28 April 2017 — 27 April 2027 120,000 - - - - 120,000 HK$2.886
ZE—+tFMAZF/N\B ZE-+tEMAZ+N\RE 28867 TT
“Z-tFMAZTLA
Total 65,116,339 - - - [(127,500) 64,988,839
@t

—BoBEE
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Notes:

(1) Mr. Yang resigned as chairman of the Board, the Chief Executive Officer
of the Company and an executive Director with effect from 30 June 2020.

(2) Mr. Ng resigned as an executive Director with effect from 29 June 2019
and a Co-Chief Executive Officer of the Company with effect from 30
August 2019. Mr. Ng also resigned as a consultant of the Company with
effect from 30 June 2020.

(3) During the year ended 31 December 2020, 127,500 options were added
herein for that omitted in 2018.

As at 31 December 2020, 84,840,000 options have been granted under
the 2014 Share Option Scheme, and 8,655,400 options have been
forfeited, 9,892,750 options have lapsed and 1,303,011 options have
been exercised, leaving an outstanding balance of 64,988,839 options,
representing approximately 6.03% of the issued Shares as at 31
December 2020. No share option was granted in 2020. Save for the
above, none of the options so far granted have been exercised,

forfeited and/or lapsed.

Life of the 2014 Share Option Scheme
The 2014 Share Option Scheme is effective for a period of 10 years
from 19 November 2014 and the remaining life of the scheme as of

the date of this annual report is 3 years and 7 months.

Valuation of Share Options

Details of the valuation of share options granted are set out in Note 37

to the consolidated financial statements.

The Company adopted a share award scheme on 19 May 2017 [the
“Share Award Scheme”). The Share Award Scheme is not a share
option scheme and is not subject to the provisions of Chapter 17 of

the Listing Rules.
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Purpose of the Share Award Scheme

The purpose of the Share Award Scheme is to align the interests of
eligible persons with those of the Group through ownership of Shares,
dividends and other distributions paid on Shares and/or the increase
in value of the Shares, and to encourage and retain eligible
participants to the Share Award Scheme (the “Share Award Scheme
Participants”] to make contributions to the long-term growth and
profits of the Group.

Maximum Number of Shares to be Granted

The aggregate number of shares underlying all grants made pursuant
to the Share Award Scheme (excluding awarded shares which have
been forfeited in accordance with the Share Award Scheme) will not
exceed 7% of the total number of issued Shares as at the date of
adoption of the Share Award Scheme (i.e. 15 May 2017], being
55,084,636 Shares (the “Share Award Scheme Limit"). If the Company
awards any shares which are to be newly issued, it shall be subject to
an annual limit of 3% of the Shares in issue as at the date of each

annual general meeting of the Company.

Vesting of Awards

The Board or its delegate(s) may from time to time while the Share
Award Scheme is in force and subject to all applicable laws,
determine such vesting criteria and conditions or periods for the
Award to be vested.

Movements in the Share Award Scheme

During the year ended 31 December 2020, the Company purchased
4,973,000 Shares amounting to RMB2,301,000 through its trustee on
the Stock Exchange. As of 31 December 2020, 26,216,000 Shares were
purchased by the Company for the purpose of the Share Award
Scheme, and an aggregate of 4,000,000 Shares were awarded to the
Share Award Scheme Participants. As at the date of this annual
report, an aggregate of 5,213,483 Shares were awarded to the Share

Award Scheme Participants.
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The Directors during the year ended 31 December 2020 and up to the

date of this annual report were:

Executive Directors

Mr. Li Yangyang (Chairman and Acting Chief Executive Officer)"
Mr. Gao Hong"
Mr. Yang Eric Qing (ex-Chairman and Chief Executive Officer)"

Non-Executive Directors

Mr. Liu Jiang
Ms. Fu Qiang
Mr. Chen Xian®
Mr. Hu Wen

Independent Non-Executive Directors

Professor Huang Yong

Mr. Ma Shaohua

Mr. Lu Jingsheng®

Mr. Lu Zhong"!

Dr. Tyen Kan Hee Anthony”

Notes:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

Mr. Li Yangyang was appointed as chairman of the Board, the acting
Chief Executive Officer of the Company and an executive Director with
effect from 30 June 2020. Mr. Yang Eric Qing resigned as chairman of
the Board, the Chief Executive Officer of the Company and an executive
Director with effect from 30 June 2020.

Mr. Gao Hong was appointed as an executive Director with effect from
30 June 2020.

Mr. Chen Xian resigned as a non-executive Director with effect from 5
February 2021.

Mr. Ma Shaohua was appointed as an independent non-executive
Director with effect from 30 June 2020.

Mr. Lu Jingsheng was appointed as an independent non-executive
Director with effect from 30 June 2020.

Mr. Lu Zhong retired as an independent non-executive Director with
effect from 30 June 2020.

Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an
independent non-executive Director with effect from 30 June 2020.
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Biographical Details of Directors

Executive Director

Li Yangyang, aged 42, has been chairman of the Board, acting chief
executive officer of the Company and an executive Director since 30
June 2020. Mr. Li has served as the chairman of the board of directors
of World Business Services Union (E4717%[@) and Choi Shun
Investment Limited (RFIFH{EIREBRAF) since 2014. In 2008, he
integrated Zhejiang Dongyang Elephant Media Co., Ltd. (/T FE A5
EEEPR 2], Beijing Elephant Guozhong Advertising Co., Ltd. (1t
AKERBEREEHBR AT and Beijing Elephant Zhiyuan Cultural Media
Co., Ltd. JE AR ZE T BEEABR A 7)) into Elephant Media Group (X
SIEHEE) and served as the chairman of the board of directors of
Elephant Media Group. In 2003, he founded Business Media China
Group (AEFABEIESEREREERZAT), which has listed on the
Frankfurt Stock Exchange (Stock Code: 525040) in 2005, and served
as its chief executive officer. In 2001, he served as Assistant President
of China Great Wall Industry Corporation (FFEIfiARE T4 7).
Mr. Li obtained a Bachelor Degree in Business Administration from
the School of Law of the University of International Business and
Economics ("UIBE”) in 2007 and a Senior Master of Business
Administration from Cheung Kong Graduate School of Business in
2010.

Gao Hong, aged 54, has been an executive Director since 30 June
2020. Mr. Gao graduated from UIBE and Seton Hall University in
succession, majoring in sports management. Since 2001, he has been
the founder & chief executive officer of Irena Group Co, Ltd., president
of China Region of the International Association of Venue Managers
Co., Ltd., a member of the All-China Sports Federation and the vice
chairman of Beijing Association of Sports Leisure Industry.

Non-Executive Directors

Liu Jiang, aged 53, had been an executive Director since the
incorporation of our Company until 27 March 2015 when he was
redesignated as a non-executive Director on the same day. Mr. Liu
joined our Group in December 2010 and holds directorship in Sonic
Force Limited. He also serves as chairman of the board of directors of
Hehong Holdings Group. Mr. Liu received his Bachelor of Economics
from the East China Jiaotong University, China in 1991.
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Fu Qiang, aged 54, has been a non-executive Director since 23 June
2017. She worked for the China National Complete Plant Import and
Export Corp. from July 1989 to February 1993, and worked for China
Friendship Development International Engineering Design &
Consultation Co., Ltd. from March 1993 to September 2001. In 2001,
she co-founded Beijing Irena Culture Promotion Co., Ltd., where she
has gained extensive experience in carrying out foreign exchanges
and cooperation in the fields of culture and creative and arts. Since
2015, she has served as the chairlady and a director of Irena Group
Co., Ltd.

Hu Wen, aged 54, was appointed as a non-executive Director on 29
June 2019. Mr. Hu was awarded a bachelor’s degree in Science, from
the Physics Department of Wuhan University. From September 2015
to present, he has been the vice president of Irena Group Co., Ltd. (§&
B 2@ ER AR ("lIrena”), and is responsible for the
construction and support of informatization of the company. He was
elected as a director of Irena in 2018. From 2002 to 2015, he was the
director and acting general manager of Beijing Tianhe Cube
Technology Development Co. Ltd. Qb RAEZ A REERERAETA
Al), and was responsible for the technical management, project
management, marketing, and management, etc. of the company.
From 1999 to 2001, he was the manager of the research and
development department of Beijing Zhongxing New Communication
Technology Co. Ltd. (JERAEFBEEHRMARLEF), and was
responsible for the management of technical team, and product
research and development, principally engaging in the work of “urban
intelligent transportation system”, “signal acquisition analysis
system”. He was a technical engineer of Beijing Tonglu
Communication Equipment Development Center (It R[FEIFEBIEE

FEEH L) during 1997 to 1999, Beijing China Digital Video Company (1t
FETEREFAT]) during 1995 to 1997, and Xi'an Petroleum Exploration
Instrument Complex (FAZAMENRESSEM) during 1990 to 1995,
respectively, engaging in the development of data products, audio and
video matrix switching equipment, and intelligent monitoring systems.

Independent Non-Executive Directors

Professor Huang Yong, aged 58, was appointed as an independent
non-executive Director on 17 December 2019. Professor Huang is a
law professor at the School of Law of UIBE, Ph.D. Supervisor, Head of
the Department of Economic Law, and director of the Competition
Law Centre of UIBE. Concurrently, he is also a member of the Expert
Advisory Board of the State Council Anti-monopoly Commission and
standing director of Chinese Economic Law Research Society.
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Professor Huang is mainly engaged in teaching and research in the
areas of economic law and international economic law, and teaches
in courses including competition law and economic law. Professor
Huang is a legislative expert. As an expert in competition law, he
participated fully in the enactment process of the Anti-Trust Law of
the PRC. Professor Huang has published several monographs
including Research on International Competition Law, the Anti-trust
Law Classic Cases and Commentaries and the Anti-unfair
Competition Law Classic Cases and Commentaries. Professor Huang
has also published nearly one hundred academic papers in the SSCI
core journals of the United States of America, domestic CSSCI core
journals and other newspapers and periodicals.

Professor Huang received a LL.B from Peking University, a LL.M. and

a Ph.D. in law degrees from UIBE.

Ma Shaohua, aged 41, has been an independent non-executive
Director since 30 June 2020. Mr. Ma holds a Bachelor of Laws from
Northern Jiaotong University [now known as Beijing Jiaotong
University] and a master of public administration from the Party
School of the CPC Central Committee. Since 2018, he has worked at
Legend Holdings Corporation.

Lu Jingsheng, aged 42, has been an independent non-executive
Director since 30 June 2020. Mr. Lu holds a bachelor of economics
degree in international business administration from UIBE, and has
the qualifications of American Certified Public Accountant, Chinese
Certified Public Accountant and fund practice, as well as ACCA
member of British Certified Public Accountant. Since June 2018, he
has served as the financial director of Beijing International Advertising
& Communication Group. From February 2013 to June 2018, he
served as a director of Zhejiang Sunriver Culture Co., Ltd (/TR
{ERE{D B PRA ) and the responsible person for the Beijing region of
Xiamen XTone Animation Co., Ltd. (EPIF@EENEZEMRAF]). From
October 2001 to October 2010, he served as the audit manager at the
audit department of Deloitte Touche Tohmatsu Certified Public
Accountants Co., Ltd. Beijing Branch and a senior auditor at the audit

department of Deloitte's Boston Branch in the United States.
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Mr. Li Yangyang and Mr. Gao Hong have entered into a service
contract with the Company under which they agreed to act as
executive Directors for a term of three years commencing on 30 June
2020 and will continue thereafter until which may be terminated by
not less than three months’ notice in writing served by either Mr. Li
and Mr. Gao or the Company.

Mr. Hu Wen has signed an appointment letter with the Company for a
term of three years commencing on 29 June 2019, Professor Huang
Yong has signed an appointment letter with the Company for a term
of three years commencing on 17 December 2019, Mr. Ma Shaohua
and Mr. Lu Jingsheng have each signed an appointment letter with
the Company for a term of three years commencing on 30 June 2020,
and each of the other non-executive Directors has signed an
appointment letter with the Company for a term of three years
commencing from the date of their appointment letters or until the
third annual general meeting of our Company since the date of their
letters of appointment (whichever is sooner) and subject to the terms
and conditions specified therein. The appointments of Directors are
subject to the provisions of retirement and rotation of Directors under
the articles of association of the Company (the “Articles of
Association”).

None of the Directors proposed for re-election at the forthcoming
annual general meeting (the "AGM”]) has an unexpired service
contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other

than statutory compensation.

Save as disclosed in this annual report, no transactions,
arrangements or contracts of significance in relation to the Group's
business to which the Company or any of its subsidiaries was a party
and in which a Director had a material interest, whether directly or
indirectly, subsisted at any time during the year ended 31 December
2020.
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Details of the remuneration of the Directors and those of the five
highest paid individuals are set out in Note 16 to the consolidated
financial statements. The remuneration of the Directors is determined
based on the market price and contribution made by such Director to
the Company.

There has been no arrangement under which any Director has waived

or agreed to waive any emoluments.

Pursuant to the Articles of Association, every Director or other
officers of the Company shall be entitled to be indemnified out of the
assets of the Company against all losses or liabilities incurred or
sustained by him/her as a Director or other officers of the Company in
defending any proceedings, whether civil or criminal, in which

judgment is given in his/her favor, or in which he/she is acquitted.

The Company has maintained Directors’ liability insurance during the
year ended 31 December 2020 and up to the date of this annual report
which provides appropriate cover for the Directors.
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As at 31 December 2020, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong] (the "SFO")
which (a] were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they have taken, or are deemed to
have, under such provisions of the SFOJ; or (b) were required,
pursuant to section 352 of the SFO, to be recorded in the register
required to be kept by the Company; or (c) were required, pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules (the "Model
Code’), to be notified to the Company and the Stock Exchange were
as follows:

R-ZZE-_TF+-_A=+—HB EFK
KRR EBITHABRA QA 2 H B
ZEEBE(EEZREBENENEBFF R
HEHRG ((FFRBEGKRG EXVED &
B - B GD REREZ T E A @) REK
BH RGN EXVIBET R /A A
SARARBXMEZLAE(BIE
BREFEFLAEKRIBBEXEEWE
ER R ABEBNERLAR) bR
BES L EIEF FEI2EBREHERA
RARBZEANGFEENESMANER
Rog s sk(c) iR R £ 3R BI BT 810 P &
BT AESETEAERINRES
Al ([ZEESFADBEME ARNRA A R
Rz MK BIT

Approximate

percentage
Number of of interest in
Name of Director Capacity/Nature of Interest Shares held" the Company"”
AR T ER
EERE B, EEkE FRERAEEY WEEH T 2"
Shares
i i
Mr. Li Yangyang ("Mr.Li")""  Beneficial owner 8,958,000(L) 0.83%
FHEEE((ZERED" BHEAA
Interest in controlled corporation 307,888,906(L) 28.57%
FAE s
Mr. Yang" Interest in controlled corporation 221,653,555(L) 20.57%
5o e Tk EmEEY
Mr. Liu Jiang ("Mr. Liu"] Interest of spouse 2,182,000(L) 0.20%
ATk AE(TBKE]D B 455 78 75
Share Options
i iR R
Mr. Yang Beneficial interest™ 36,531,064(L) 3.39%
15 5% £ TR
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Notes:

(1) Mr. Li was appointed as Chairman of the Board, the acting Chief
Executive Officer of the Company and an executive Director with effect
from 30 June 2020.

(2) Among the 307,888,906 Shares held by Choi Shun Investment Limited,
50,000,000 Shares of which are held by Choi Shun Investment Limited,
221,653,555 Shares of which were purchased from a third party and the
transaction has not been completed and 36,235,351 Shares of which
Choi Shun Investment Limited is only entitled to exercise the voting
rights.

(3) Mr. Yang resigned as Chairman of the Board, the Chief Executive Officer
of the Company and an executive Director with effect from 30 June 2020.

(4) The interest is directly held by Jianying Ourgame High Growth
Investment Fund (25 R 5K RIZEES) in which Total Victory Global
Limited, controlled by Mr. Yang, Mr. Ng Kwok Leung Frank and Mr.
Zhang Peng, has the majority voting rights. Please refer to the
Company’s announcement dated 4 January 2018 for further information.

(5) The interest comprises 20,851,064 underlying Shares and 15,680,000
underlying Shares granted to Mr. Yang pursuant to the Management
Pre-IPO Share Option Scheme and the 2014 Share Option Scheme,
respectively. Details of the share options granted are set out in the
section headed “Share Option Schemes”.

(6) The letter "L" denotes the person’s long position in such shares.

(7) These percentages are calculated on the basis of 1,077,799,887 Shares
inissue as at 31 December 2020.

Save as disclosed above, as at 31 December 2020, none of the
Directors and chief executive of the Company and their respective
associates had or was deemed to have any interests or short positions
in the shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors and chief executive
of the Company are taken or deemed to have under such provisions of
the SFOJ, or were required to be recorded in the register required to
be kept by the Company pursuant to section 352 of the SFO, or which
were required, pursuant to the Model Code, to be notified to the

Company and the Stock Exchange.

(1 FRAERZEREFSIRFE FRARK
BUTBRARLIWTESE B-F_FF
NA=tHREX-

2) REBFFEREBEBRQAAMFEN
307,888,906 3% i% 13 /- £ 71 50,000,000 B%
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221653555 HEE = A B E(H
AR5 M ATENK) + H 36235351 I ik
DR EREBRARERE T
TERERE -
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HEHITESE B-E_ZEENA=1
B e -
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Substantial Shareholders’ Interests and Short
Positions in the Shares, Underlying Shares and
Debentures of the Company

To the best knowledge of our Directors, as at 31 December 2020, the
following persons (other than the Directors or the chief executive of
the Company) had interests or short positions in the Shares,
underlying Shares and debentures of the Company as recorded in the

register required to be kept by the Company under section 336 of the

SFO:

W =

EXE

BEEMEN R_E-_ETF+-A=
+—B REH - EBERDEEAAFE
BERPHEEEAREESFRBEGKNSE
BIERER AR B RIBEZIEHFEN
ERMANEZEIABENAT(ESHK

ETERFRAIQTAR - 166
ROREEBDPHETIVELS

RRABEETHABRINNT

Approximate
percentage

Number of of interest in
Name of Shareholder Capacity/Nature of Interest Shares held®  the Company
HARRF
EEW
BERES BB B EEME FERpEa™ MHF D MY
Choi Shun Investment Limited Beneficial owner"” 307,888,906(L) 28.57%
RFIBEIREBR QA Ema Al
Irena Group Co., Ltd. Interest of controlled corporation”  290,690,848(L) 26.97%
BEZEXRHBRAF Tk EERE"
Glassy Mind Holdings Limited Beneficial owner” 290,690,848(L) 26.97%
SEERBR AR Ema A
Mr. Ng Beneficial owner™ 36,531,064(L) 3.39%
hkE e Al
Interest of controlled corporation”  221,653,555(L) 20.57%
ZEE Y
Mr. Zhang Peng ["Mr. Zhang") Beneficial owner 12,884,425(L) 1.20%
RIS E(TREED ExnBEBA
Interest of controlled corporation”  221,653,555(L) 20.57%
TP A B
Total Victory Global Limited Interest of controlled corporation”  221,653,555(L) 20.57%
SEEEEEY
Jianying Ourgame High Growth Investment Fund ~ Beneficial owner 221,653,555(L) 20.57%
ERBEaAREEES BEawmAa A
CMC Ace Holdings Limited Beneficial owner™ 117,600,000(L) 10.91%
Emla Al
CMC Capital Partners, GP, L.P. Interest of controlled corporationls] 117,600,000(L) 10.91%
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Name of Shareholder

BREREEEB

Capacity/Nature of Interest

56 HEEHE

Number of
Shares held®

Frs 5 8™

Approximate
percentage
of interest in
the Company
LR NN
RN
BHAF LMY

(7)(9)

CMC Capital Partners, GP, Ltd.

CMC Capital Partners, L.P.

La Confiance Investments Ltd.

Le Bonheur Holdings Ltd.

Alpha Lion Investments Limited

BRMEBREERRAF

Global Elite Group Limited

Ms. Han Lei

BELT

Mr. Huang Xiangin
mRHLE

Ruixin Taifu Investment Group Co., Ltd.

Silverwood International Limited

Mr. Xu Rongta
REE R L

Interest of controlled corporation
REEE "

Interest of controlled corporation
5 470 5% B 4 25

Interest of controlled corporation
REEE "

Interest of controlled corporation
REEEgE"

Beneficial owner®

EREAAY

Interest of controlled corporation
170 5% B 4 25

Interest of controlled corporation
REEE g

Interest of controlled corporation
RyEEE s

Interest of controlled corporation
REEE g

Interest of controlled corporation
REEE s

Interest of controlled corporation
REE g

117,600,000(L)

117,600,000(L)

117,600,000(L)

117,600,000(L)

64,864,864(L)

64,864,864(L)

64,864,864(L)

64,864,864(L)

64,864,864(L)

64,864,864(L)

64,864,864(L)

10.91%

10.91%

10.91%

10.91%

5.93%

5.93%

5.93%

5.93%

5.93%

5.93%

5.93%
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Notes:

(2)

(3)

(4)

(5)

(6)

(7)

(8)

9)

Among the 307,888,906 Shares held by Choi Shun Investment Limited,
50,000,000 Shares of which are held by Choi Shun Investment Limited,
221,653,555 Shares of which were purchased from a third party and the
transaction has not been completed and 36,235,351 Shares of which
Choi Shun Investment Limited is only entitled to exercise the voting
rights.

The 290,690,848 Shares represent the same block of Shares held by a
chain of ownership involving Glassy Mind Holdings Limited.

Mr. Ng resigned as an executive Director with effect from 29 June 2019
and a Co-Chief Executive Officer of the Company with effect from 30
August 2019. The interest comprises 20,851,064 underlying Shares and
15,680,000 underlying Shares granted to Mr. Ng pursuant to the
Management Pre-IPO Share Option Scheme and the 2014 Share Option
Scheme, respectively. Details of the share options granted are set out in
the section headed “Share Option Schemes”.

The interest is directly held by Jianying Ourgame High Growth
Investment Fund (i mi RS K& EZEE) in which Total Victory Global
Limited, controlled by Mr. Yang, Mr. Ng and Mr. Zhang, has the majority
voting rights.

The 117,600,000 Shares represent the same block of Shares held by a

chain of ownership involving CMC Capital Partners.

The 64,864,864 Shares represent the same block of Shares held by a
chain of ownership involving Alpha Lion Investments Limited.

The percentage figures have been subject to rounding adjustments.
Accordingly, figures shown in totals may not be an arithmetic
aggregation of the figures preceding them.

The letter “"L" denotes the person’s long position in such Shares.

The percentages are calculated on the basis of 1,077,799,887 Shares in
issue as at 31 December 2020.

Save as disclosed above, as at 31 December 2020, the Directors and

the chief executive of the Company were not aware of any other

person (other than the Directors or chief executive of the Company)

who had an interest or short position in the Shares, underlying Shares

or debentures of the Company as recorded in the register required to

be kept by the Company pursuant to section 336 of the SFO.
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During the year ended 31 December 2020, save as disclosed below,
no other related party transaction disclosed in Note 40 to the
consolidated financial statements constitutes a connected transaction
or continuing connected transaction which should be disclosed
pursuant to Chapter 14A of the Listing Rules. All the connected
transactions and continuing connected transactions with disclosure
requirements under the Listing Rules during the year are listed
below. The Directors confirm they have complied with the disclosure

requirements in accordance with Chapter 14A of the Listing Rules.

Connected Transactions

Purchase Agreement

On 17 May 2019 (Las Vegas time), Noble Link Global Limited ("Noble
Link”), a wholly-owned subsidiary of the Company, and Ms. Man Sha,
Mr. Martin Weigold ("Mr. Weigold”], Mr. Norbert Teufelberger and
Ms. Lan Wu (together, the “Subscribers”] entered into a purchase
agreement (the "Purchase Agreement’), pursuant to which Noble
Link has agreed to issue and the Subscribers have agreed to
subscribe for, the convertible notes (the “Convertible Notes”] in the
aggregate principal amount of up to US$4 million [equivalent to
approximately HK$31 million). Among the Subscribers, each of Ms.
Man Sha and Mr. Weigold has agreed to subscribe for a Convertible
Note in the principal amount of US$1 million.

On 8 June 2020 (Las Vegas time), AESE entered into a modification
agreement with Ms. Man Sha (the "Sha Modification Agreement”),
pursuant to which Ms. Man Sha agreed to extend the maturity date of
her respective extended bridge note until 23 February 2022. Interest
on the extended bridge note will continue to accrue at 12% per annum
and may be prepaid without penalty.

Ms. Man Sha is the wife of Mr. Ng, the chief executive officer of AESE
and the then executive Director as at the date of the Purchase
Agreement. Accordingly, Mr. Ng is a connected person of the
Company pursuant to Rule 14A.07(1) and Rule 14A.07(2) of the Listing
Rules, and Ms. Man Sha is therefore a connected person of the
Company pursuant to Rule 14A.07(4) of the Listing Rules. Mr. Weigold
is a director of Noble Link, a subsidiary of the Company, and is
considered a connected person of the Company pursuant to Rule
14A.07(1) of the Listing Rules. The issue of Convertible Notes to each
of Ms. Man Sha and Mr. Weigold therefore constituted a connected

transaction of the Company.
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BT EWRAFEUAZE BN ER

= o
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ZZ =4 - Martin Weigold ¢ 4 ([Weigold 5&
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Further details of the Purchase Agreement, the Convertible Notes
and the Sha Modification Agreement are set out in the announcements
of the Company dated 20 May 2019, 17 June 2019 and 9 June 2020 and
the circular of the Company dated 19 June 2019.

Contractual Arrangements

The VIE Structure 1

On 11 December 2001, the State Council promulgated the Regulations
for the Administration of Foreign-Invested Telecommunications
Enterprises [(ANEIREBEREEILRTE)) (the "FITE Regulations”),
which were amended on 10 September 2008. According to the FITE
Regulations, foreign investors are not allowed to hold more than 50%
of the equity interests of a company providing value-added
telecommunications services. In addition, a foreign investor who
invests in a value-added telecommunications business in the PRC
must demonstrate a good track record and prior experience in
providing value-added telecommunications outside the PRC prior to
acquiring any equity interests in any value-added telecommunications
services business in the PRC (the "Qualification Requirement”).
Currently, none of the applicable PRC laws, regulations or rules
provides clear guidance or interpretation on the Qualification
Requirement. Therefore, in order for the Company to be able to carry
on its business in the PRC, the Group has entered into a series of
agreements to enable the Company to gain effective control over, and
receive all the economic benefits generated by the business currently
operated by Beijing Lianzhong and its subsidiary on the one hand, and
Beijing Lianzhong and its shareholders on the other hand. Please

refer to the Prospectus for further details.

As at 31 December 2020, the Company has no update to disclose in
relation to the Qualification Requirement.
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As disclosed in the Prospectus, the Group conducts its online game
business through the PRC operating entity, Beijing Lianzhong, an
important wholly-owned subsidiary of the Group. Beijing Lianzhong is
principally engaged in the operation of online card and board games.
Because of certain foreign investment restrictions, it was not viable
for the Company to hold Beijing Lianzhong directly through equity
ownership as a foreign investor. In line with common practice in
industries which is subject to foreign investment restrictions in the
PRC, the Company would gain effective control over, and receive all
the economic benefits generated by the business currently operated
by Beijing Lianzhong and its subsidiaries through a series of
contractual arrangements [the “Contractual Arrangements 1)
between Beijing Lianzhong Garden Network Technology Co., Ltd. (the
"WFOE 1), the Company’s wholly-owned subsidiary on the one hand,
and Beijing Lianzhong and its shareholders on the other hand. The
Contractual Arrangements 1 allow Beijing Lianzhong's financials and
results of operations, together with those of its subsidiaries, to be
consolidated into our financials as if it was a wholly-owned Subsidiary
of our Group (the “VIE Structure 17).

During the year ended 31 December 2020, the Company controlled
Beijing Lianzhong and WFOE 1 through the Contractual Arrangements
1. WFOE 1 is a limited company incorporated under the laws of the
PRC on 21 January 2014 and a wholly-owned subsidiary of Lianzhong
Holdings (Hong Kong) Limited, a company incorporated under the
laws of Hong Kong on 18 December 2013 and a wholly-owned
subsidiary of the Company. WFOE 1 is therefore a connected person
of the Company pursuant to Rule 14A.07(5) of the Listing Rules. By
virtue of the Contractual Arrangements 1, Beijing Lianzhong is a
connected person of the Company for the purposes of Chapter 14A of
the Listing Rules. The transactions under the Contractual
Arrangements 1 therefore constituted continuing connected
transactions of the Company. The Company confirms that it has
complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules in respect of these continuing
connected transactions.

Reasons for the Contractual Arrangements 1
Details of the reasons for using the Contractual Arrangements 1 are
set out on pages 130 to 132 of the Prospectus.
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Risks associated with the Contractual Arrangements 1

We believe the following risks are associated with the Contractual
Arrangements 1. Further details of these risks are set out on pages
35 to 39 of the Prospectus.

o If the PRC government finds that the agreements that establish
the structure for operating our business in China do not comply
with applicable PRC laws and regulations, or if these laws and
regulations or their interpretations change in the future, we
could be subject to severe penalties and our business may be

materially and adversely affected.

. The Group relies on the Contractual Arrangements 1 to control
and obtain economic benefits from Beijing Lianzhong, which
may not be as effective in providing operational control as equity
ownership.

o The shareholders of Beijing Lianzhong may have conflicts of
interest with us, which may materially and adversely affect our

business and financial condition.

. Certain terms of the Contractual Arrangements 1 may not be
enforceable under PRC laws.

o We may lose the ability to use and enjoy assets held by Beijing
Lianzhong that are important to the operation of our business if
Beijing Lianzhong declares bankruptcy or becomes subject to a
dissolution or liquidation proceeding.

o The Contractual Arrangements 1 between the WFOE 1 and
Beijing Lianzhong may subject our Group to increased income
tax due to the different income tax rates applicable to the WFOE
1 and Beijing Lianzhong, which may adversely affect our results
of operations.

o The Group's exercise of the option to acquire equity interests of
Beijing Lianzhong may be subject to certain limitations and the

ownership transfer may subject us to substantial costs.

J The Contractual Arrangements 1 between the WFOE 1 and
Beijing Lianzhong may be subject to scrutiny by the PRC tax
authorities and any finding that we or Beijing Lianzhong owe
additional taxes could substantially reduce our consolidated net

income and the value of our Shareholders’ investment.
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Mitigation actions taken by the Company

. The Company has existing protections measures under the
Contractual Arrangements 1. The Company’s Risk Management
Committee will regularly review the compliance and
performance of such conditions under the Contractual

Arrangements 1.

. The Company's public affair department and legal department
will deal with matters relating to compliance and regulatory
enquiries from relevant PRC authorities and report to the Board

on a regular basis.

o Legal advisers and other professional have been and will
continue to be retained to assist the Company to deal with
related matters arising from the Contractual Arrangements 1,
and the auditor of the Group was engaged to provide annual
confirmations regarding the Contractual Arrangements 1.

The extent to which the Contractual Arrangements 1 relate to
requirements other than the foreign ownership restriction

All of the Contractual Arrangements 1 are subject to the restrictions
as set out on pages 130 to 132 of the Prospectus.

Contractual Arrangements 1

During the year ended 31 December 2020, the Contractual
Arrangements 1 comprised six agreements, namely (a) the Master
Exclusive Service Agreement 1, [(b] the Business Cooperation
Agreement 1, (c) the Exclusive Option Agreement 1, [d] the Share
Pledge Agreement 1, (e] the Proxy Agreement 1 and (f) the Power of
Attorney 1.
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The following diagram illustrates how economic benefits flow from

Beijing Lianzhong to our

4y oD
PPN

TREMBRBESOREE T X

Group under the Contractual Arrangements 1: EEBE RSB

(1) Convenants not to materially affect Beijing Lianzhong's assets and business and
right to appoint its directors and officers (Note 1)
(2] Power of attorney to exercise all shareholders' rights in Beijing Lianzhong (Note 2}
(3] Exclusive option to acquire all or part of the equity interest in Beijing Lianzhong
(Note 3]
(4) First priority security interest over the entire equity interest in Beijing Lianzhong
(Note 4)
(1) TEEERBRIEEREBUARZAERES RS RBE 2 RMERERTE 2225 (1)
(2) FTEAL s B R A A R 2 ARt E (MH5E2)
(3) BB s B R 2 ARk AR 3 i 2 T K BB AR A (PHRED)
(4) HEREBR2ERE 2 FE —EaiEREE (ML)
The WFOE 1 P Original Shareholders (Note 6]
SNEEE BT FRIGARER (FI5Es)
T
1
Management and consultation service ! !
1
LNote 5‘] . - ! ! 100%
B M#AARY (PHEED) ro
v
.
Beijing Lianzhong
1B R
Notes: s
1. Please refer to the section headed "Contractual Arrangements 1 — 1. BTG BF2HRREFRIAOTH1—

Business Cooperation Agreement 1" of this annual report for details.

XBalEmE1—& -

Please refer to the section headed “Contractual Arrangements 1 — 2. BHEFE F2HAERIEHTH1—

Proxy Agreement and Power of Attorney 1" of this annual report for ZithEREESTE ] 6

details.

Please refer to the section headed "Contractual Arrangements 1 — 3. ERAFE F2HRFRIAOTH1—

Exclusive Option Agreement 1" of this annual report for details. BRERETZ1]—E

Please refer to the section headed “Contractual Arrangements 1 — 4. BHEFE BF2HUAERIEHTH1—

Share Pledge Agreement 1" of this annual report for details. AR E R 1] — & -

Please refer to the section headed “Contractual Arrangements 1 — 5. ERFE F2EAFRIAGOTH1—

Master Exclusive Service Agreement 17 of this annual report for details. BRRG BT E]—E -

Original Shareholders are Mr. Zhang Rongming, Mr. Liu Jiang, Mr. Shen 6. RN ABREBEELE ST RE BR

Dongri, Mr. Bao Yuegiao, Ms. Long Qi and Ms. Wu Lan. HEx @BELEE ESFLLREW
Zt e

“—" denotes direct legal and beneficial ownership in the equity interest 7. [—JIERRETHNEESERERHER

and "--->" denotes contractual relationship.
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Master Exclusive Service Agreement 1

Beijing Lianzhong entered into a master exclusive service agreement
with the WFOE 1 on 28 January 2014 (the "Master Exclusive Service
Agreement 1), pursuant to which, in exchange for a quarterly service
fee, Beijing Lianzhong agreed to engage the WFOE 1 as its exclusive
provider for the following services:

o any activities not within its normal business scope, or operating

its business in a way that is inconsistent with its past practice;

J providing technology development and transfer, and technical
consulting services;

o providing occupation and pre-occupation staff training services;

. providing public relation services;

J providing market investigation, research and consulting
services;

o providing mid- or short-term market development and market

planning services;

J providing human resource management and internal

information management;

. providing network development, upgrade and daily

maintenance;

J providing sale services of self-produced products;
. licensing of software;
. providing maintenance services in respect of computer software

and hardware system, database and computer servers;

o providing maintenance and upgrade services in respect of the

online games;

. providing training services in respect of online game technology
and operations;

o providing research and development services in respect of

online game software and maintenance of the system;

. selling and authorising Beijing Lianzhong to license software;
and
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. other services determined from time to time by the WFOE 1
according to the need of business and capacity of the WFOE 1
and its designated affiliates.

Under the Master Exclusive Service Agreement 1, the service fee is
equal to 100% of the consolidated net profits of Beijing Lianzhong.
The WFOE 1 may adjust the service fee at its sole discretion with
reference to the working capital requirements of Beijing Lianzhong
and in accordance with several factors relating to the services
provided, including (i} technical difficulty and complexity of the
services; (i) time spent in providing the services; [iii) contents and
commercial value of the services; and (iv) the benchmark price of
similar services in the market. Since Beijing Lianzhong's funding
requirements are satisfied by their residual operating cash after
paying the service fee to the WFOE 1, we do not expect to transfer any

net proceeds from the Global Offering to Beijing Lianzhong.

Intellectual property rights are developed during the normal course of
business of Beijing Lianzhong since its daily operations involve,
among other things, research and development and game
development. Pursuant to the Master Exclusive Service Agreement 1,
any intellectual properties developed by performance of the Master
Exclusive Service Agreement 1, including but not limited to copyrights,
trademarks, patents, technical secrets and knowhow, belong to the
WFOE 1. If a development is based on the intellectual properties
owned by Beijing Lianzhong, Beijing Lianzhong shall warrant and
guarantee that such intellectual properties are flawless and it shall
bear all damages and losses caused to the WFOE 1 by any flaw of
such intellectual properties. The WFOE 1 has the right to recover all

of its losses from Beijing Lianzhong for liabilities to any third party.

The Master Exclusive Service Agreement 1 can be terminated by the
WEFOE 1 at any time upon 30 days” written notice to Beijing Lianzhong.
The Master Exclusive Service Agreement 1 shall also be terminated
upon the transfer of all the shares of Beijing Lianzhong to the WFOE 1
and/or a third party designated by the WFOE 1 pursuant to the

Exclusive Option Agreement 1.
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Business Cooperation Agreement 1

Beijing Lianzhong, its shareholders and the WFOE 1 entered into a
business cooperation agreement on 28 January 2014 (the "Business
Cooperation Agreement 1°). Under the Business Cooperation
Agreement 1, Beijing Lianzhong and its shareholders, jointly and
severally, agree and covenant that, without obtaining the written
consent of the WFOE 1, Beijing Lianzhong shall not, and Beijing
Lianzhong's shareholders shall cause Beijing Lianzhong not to,
engage in any transaction which may materially affect its asset,

obligation, right or operation, including without limitation:

J any activities not within its normal business scope, or operating
its business in a way that is inconsistent with its past practice;

. merger, reorganisation, acquisition or restructuring of its
principal business or assets, or acquisition or investment in any

other form;

o offering any loan to any third party, incurring any debt from any
third party, or assuming any debt other than in the ordinary

course of business;

J engaging, changing or dismissing any director or any senior
management officer;

o selling to or acquiring from any third party, mortgaging,
licensing or disposing of in other ways tangible or intangible

assets, other than in the ordinary course of business;

J incurring, inheriting, assuming or guaranteeing any debt that
are not incurred during the ordinary course of business, using
its assets to provide security or other forms of guarantees to
any third party, or setting up any other encumbrances over its

assets;

o making any supplement, amendment or alternation to its
articles of association and by-laws, increasing or decreasing of
its registered capital or changing the structure of its registered

capital in other manners;

. making a distribution of a dividend, or share interest or
sponsorship interest in any way, provided that upon the written
request of the WFOE 1, Beijing Lianzhong shall immediately
distribute part or all of its distributable profits to its
shareholder(s) who shall in turn immediately and
unconditionally pay or transfer to the WFOE 1 any such
distribution;
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o executing any material contract, except contracts executed in
the ordinary course of business (for purpose of this subsection,
the WFOE 1 may define a material contract at its sole
discretion);

o selling, transferring, mortgaging or disposing of in any manner
any legal or beneficial interest in its business or revenues, or

allowing the encumbrance thereon of any security interest;

J a dissolution or a liquidation and distribution of residual assets;
or
o causing any of its branches or subsidiaries to engage in any of

the foregoing or enter into any contract, agreement or other
legal documents which may lead to or result in any of the
foregoing.
In addition, Beijing Lianzhong agreed and covenanted to the WFOE 1
that Beijing Lianzhong shall, and the shareholders shall cause Beijing

Lianzhong to:

J accept suggestions raised by the WFOE 1 over the engagement
and replacement of employees, daily operations, dividend
distribution and financial management systems of Beijing
Lianzhong, and Beijing Lianzhong shall strictly abide by and
perform accordingly;

J maintain Beijing Lianzhong’s corporate existence in accordance
with good financial and business standards and practices by
prudently and effectively operating its business and handling its

affairs;

. conduct Beijing Lianzhong's businesses in the ordinary course
of business to maintain the asset value of Beijing Lianzhong
and refrain from any act or omission that may adversely affect

Beijing Lianzhong's operating status and asset value;

o provide the WFOE 1 with information on Beijing Lianzhong's
business operations and financial condition at the request of
the WFOE 1;

o if requested by the WFOE 1, procure and maintain insurance in
respect of Beijing Lianzhong's assets and business from an
insurance carrier acceptable to the WFOE 1, at an amount and
type of coverage typical for companies that operate similar
businesses;
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. immediately notify the WFOE 1 of the occurrence or possible
occurrence of any litigation, arbitration or administrative
proceedings relating to Beijing Lianzhong's assets, business or

revenue; and

o execute all necessary or appropriate documents, take all
necessary or appropriate actions and file all necessary or
appropriate complaints or raise necessary and appropriate
defences against all claims so as to maintain the ownership by
Beijing Lianzhong of all of its assets.

According to the Business Cooperation Agreement 1, the
shareholders of Beijing Lianzhong shall only appoint persons
designated by the WFOE 1 as directors, the general manager, the
chief financial officer and other senior management members of
Beijing Lianzhong, and the shareholders shall dismiss any such
directors or senior management members upon the request of the
WFOE 1. Beijing Lianzhong and its shareholders also jointly and
severally covenanted that Beijing Lianzhong shall seek appropriate

approval from the WFOE 1 prior to entering into any material contract.

Furthermore, the shareholders agree that, unless required by the
WFOE 1, they shall not put forward, or vote in favour of, any
shareholders’ resolution to, or otherwise request Beijing Lianzhong
to, distribute profits, funds, assets or property to the shareholders, or
to issue any dividends or other distributions with respect to the shares
of Beijing Lianzhong held by the shareholders.

The Business Cooperation Agreement 1 shall remain effective as long
as Beijing Lianzhong exists, unless the WFOE 1 terminates it upon 30
days” advance written notice or upon the transfer of all the shares
held by Beijing Lianzhong's shareholders to the WFOE 1 and/or a third
party designated by the WFOE 1.

Exclusive Option Agreement 1

Beijing Lianzhong and its shareholders entered into an exclusive
option agreement with the WFOE 1 on 28 January 2014 (the "Exclusive
Option Agreement 1°), pursuant to which the WFOE 1 has a right to
require the respective shareholders to transfer any or all the shares
of Beijing Lianzhong they hold to the WFOE 1 and/or a third party
designated by it, in whole or in part at any time and from time to time,
at the lowest price allowable under PRC laws and administration
regulations at the time of transfer.

o WEBANXAAEBAELELTHIEN
BE -EBXBKABBENTMER
A RS ITRIZRE - S BIE A
HMEERE R

e REMBLBIGEEMNXXM R
MEMERBENTHARRERH
FAEVERBENRFIEME
RRELSEREENNRE AR
FILRBRHEREEENA
1o

REBEEBAEGE LB RBRER
ZEIEBHEECEIEENALTEMEL
RBRNEFT ALE BERVBER
HeSREREKE  BERREARING
BECRIRLERERBETANEHE
EYARMEEEXRE - AL RBREER
RONAR RAER R 5 - L RBERRET L
EMERALHA - ASRINEE DL E
B8 E L o

AN BRAE  BRIFINEBELE IR
FomETARBIBEEREFMBER
RBER - HIAEAR T BRI R A
BRDIKFAE B2 BEIXWEAHR
PR 3R #5 A By b B R ) B R B
FEAM DK

BRIFNEBELCEIRBEEH=TXEE
EHBANE IANEBELE IR X
IEBECEIEENE = TEEILR
R RFENABERNDERLEELS
EhE 1 BRAIRZILREREETE
QB EHFE I EHEAY -

BRBRERZ

RZZE-—WNE-A-+NB ERxBER
REBREIIEEBECRIGTLERE
e ((BRBRERE])  EiL
SIEBELEIARERZTENRRR
] B R e I R e BUE B RATBUER
REEEFAINKEERANEEE D
EIR/IEEENE=ZF 28
B E A B E A S PT A 4b B SRR

{/\ °

_BIREER



EEZRS (B8)

The Exclusive Option Agreement 1 shall remain effective as long as
Beijing Lianzhong exists, and cannot be terminated by either Beijing
Lianzhong or its shareholders. The Exclusive Option Agreement 1 can
be terminated (i) by the WFOE 1 at any time upon 30 days’ advance
written notice to Beijing Lianzhong and its shareholders; or (i) upon
the transfer of all the shares held by the shareholders to the WFOE 1
and/or a third party designated by the WFOE 1.

Beijing Lianzhong and its shareholders, among other things, have
covenanted that:

o without the prior written consent of the WFOE 1, they shall not
in any manner supplement, change or amend the articles of
association and bylaws of Beijing Lianzhong, increase or
decrease its registered capital, or change the structure of its
registered capital in other manners;

o they shall maintain Beijing Lianzhong’s corporate existence in
accordance with good financial and business standards and
practices by prudently and effectively operating its business and
handling its affairs;

o without the prior written consent of the WFOE 1, they shall not
sell, transfer, mortgage or dispose of in any manner any assets
of Beijing Lianzhong (except in the ordinary course of business),
or legal or beneficial interest in the business or revenues of
Beijing Lianzhong, or allow the encumbrance thereon of any
security interest;

. without the prior written consent of the WFOE 1, they shall not
incur, inherit, guarantee or assume any debt, except for debts
incurred in the ordinary course of business;

o they shall always operate all of Beijing Lianzhong's businesses
during the ordinary course of business to maintain the asset
value of Beijing Lianzhong and refrain from any action/omission

that may adversely affect Beijing Lianzhong's operating status
and asset value;

o without the prior written consent of the WFOE 1, they shall not
cause Beijing Lianzhong to execute any material contract (as
defined by the WFOE 1 at its sole discretion), except the
contracts executed in the ordinary course of business;
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without the prior written consent of the WFOE 1, they shall not
cause Beijing Lianzhong to provide any person with any loan or

credit other than in the course of ordinary business;

they shall provide the WFOE 1 with information on Beijing
Lianzhong's business operations and financial condition at the
request of the WFOE 1;

if requested by the WFOE 1, they shall procure and maintain
insurance in respect of Beijing Lianzhong's assets and business
from an insurance carrier acceptable to the WFOE 1, at an
amount and type of coverage typical for companies that operate

similar businesses;

without the prior written consent of the WFOE 1, they shall not
cause or permit Beijing Lianzhong to merge, consolidate with,

acquire or invest in any person;

they shall immediately notify the WFOE 1 of the occurrence or
possible occurrence of any litigation, arbitration or
administrative proceedings relating to Beijing Lianzhong's

assets, business or revenue;

to maintain the ownership by Beijing Lianzhong of all of its
assets, they shall execute all necessary or appropriate
documents, take all necessary or appropriate actions and file
all necessary or appropriate complaints or raise necessary and
appropriate defences against all claims;

they shall ensure that Beijing Lianzhong shall not, without the
prior written consent of the WFOE 1, in any manner distribute
dividends to its shareholder(s), provided that upon the written
request of the WFOE 1, Beijing Lianzhong shall immediately
distribute part or all of its distributable profits to its
shareholder(s) who shall in turn immediately and
unconditionally pay or transfer to the WFOE 1 any such
distribution;

at the request of the WFOE 1, they shall appoint any persons
designated by the WFOE 1 as the directors and/or executive

directors of Beijing Lianzhong;
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o they shall cause the meeting of shareholders and the board of
directors of Beijing Lianzhong to pass shareholders’ resolutions
and board resolutions in accordance with the instruction of the
WFOE 1; and

o unless otherwise mandatorily required by PRC laws, Beijing
Lianzhong shall not be dissolved or liquidated without prior
written consent by the WFOE 1.

Share Pledge Agreement 1

The shareholders of Beijing Lianzhong and the WFOE 1 entered into a
share pledge agreement on 28 January 2014 (the "Share Pledge
Agreement 1°]. Under the Share Pledge Agreement 1, the
shareholders of Beijing Lianzhong unconditionally and irrevocably
pledged all of the shares of Beijing Lianzhong that they own, including
any interest or dividend paid for such shares, to the WFOE 1 as a
security for the performance of the obligations by Beijing Lianzhong
and its shareholders under the Master Exclusive Service Agreement 1,
the Business Cooperation Agreement 1, the Exclusive Option
Agreement 1 and other agreements to be executed among Beijing
Lianzhong, its shareholders and the WFOE 1 from time to time
(collectively the “Principal Agreements 17).

The pledge shall remain valid until all parties have agreed to
terminate the Share Pledge Agreement 1, the Principal Agreements 1
have been fulfilled to the satisfaction of the WFOE 1 or all of the
Principal Agreements 1 have expired or been terminated.

Upon the occurrence and during the continuance of an event of
default (as defined in the Share Pledge Agreement 1), the WFOE 1
shall have the right to require Beijing Lianzhong's shareholders to
immediately pay any amount payable by Beijing Lianzhong under the
Master Exclusive Service Agreement 1, repay any loans and pay any
other due payments, and the WFOE 1 shall have the right to exercise
all such rights as a secured party under any applicable PRC law,
including without limitations, (i) to sell all or any part of the pledged
shares at one or more public or private sales upon three days” written
notice to the pledgor, and [ii) to execute an agreement with Beijing
Lianzhong's shareholders to acquire the pledged shares based on
their monetary value which shall be determined by referencing the

their market price.
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Proxy Agreement 1 and Power of Attorney 1

Beijing Lianzhong, each of its shareholders and the WFOE 1 entered
into a proxy agreement and power of attorney on 28 January 2014 (the
"Proxy Agreement 1 and Power of Attorney 1°). Under the Proxy
Agreement 1 and Power of Attorney 1, each shareholder irrevocably
appointed the WFOE 1 [as well as its successors, including a
liquidator, if any, replacing the WFOE 1] as its attorney-in-fact to
exercise on its behalf, and agreed and undertook not to exercise
without such attorney-in-fact’s prior written consent, any and all right
that it has in respect of its shares in Beijing Lianzhong, including

without limitation:

o to call and attend shareholders” meetings of Beijing Lianzhong,
and receive notices and materials with respect to the

shareholders’ meeting;

o to execute and deliver any and all written resolutions and
meeting minutes in the name and on behalf of such
shareholder;

o to vote by itself or by proxy on any matters discussed on

shareholders” meetings of Beijing Lianzhong, including without
limitation, the sale, transfer, mortgage, pledge or disposal of

any or all of the assets of Beijing Lianzhong;

o to sell, transfer, pledge or dispose of any or all of the shares in

Beijing Lianzhong;

. to nominate, appoint or remove the directors, supervisors and
senior management of Beijing Lianzhong when necessary;

o to oversee the economic performance of Beijing Lianzhong;

. to have full access to the financial information of Beijing
Lianzhong at any time;

o to file any shareholder lawsuits or take other legal actions
against Beijing Lianzhong's directors or senior management
members when such directors or members are acting to the
detriment of the interest of Beijing Lianzhong or its

shareholder(s);

o to approve annual budgets or declare dividends;
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o to manage and dispose of the assets of Beijing Lianzhong;

o have the full rights to control and manage Beijing Lianzhong's
finance, accounting and daily operation (including but not
limited to signing and execution of contracts and payment of

government taxes and duties);

. to approve the filing of any documents with the relevant
governmental authorities or regulatory bodies; and any other
rights conferred by the articles of association of Beijing
Lianzhong and/or the relevant laws and regulations on the

shareholders.

In addition, if any share transfer is contemplated under the Exclusive
Option Agreement 1 and the Share Pledge Agreement 1 that Beijing
Lianzhong's shareholders enter into for the benefits of the WFOE 1 or
its affiliate, the WFOE 1 shall have the right to sign the share transfer
agreement and other relevant agreements and to perform the

Exclusive Option Agreement 1 and the Share Pledge Agreement 1.

The Proxy Agreement 1 and Power of Attorney 1 shall remain effective
as long as Beijing Lianzhong exists. Beijing Lianzhong's shareholders
shall not have the right to terminate the Proxy Agreement 1 and
Power of Attorney 1 or to revoke the appointment of the attorney-in-
fact without the prior written consent of the WFOE 1

Save as disclosed above, there were no new contractual
arrangements entered into, renewed or reproduced among Beijing
Lianzhong and its shareholders, and the WFOE 1 during the year
ended 31 December 2020. There was no material change in the
Contractual Arrangements 1 and/or the circumstances under which

they were adopted for the year ended 31 December 2020.

For the year ended 31 December 2020, none of the Contractual
Arrangements 1 has been unwound as none of the restrictions that
led to the adoption of structured contracts under the Contractual

Arrangements 1 has been removed.
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Directors’ Report (Continued)
EETTRS (B)

Revenue and Assets subject to the Contractual BRZHE1TEBETHIRAREE
Arrangements 1
The revenue, loss for the year and total assets subject to the BHRREIETHFEFRNRA BERLE
Contractual Arrangements 1 are set out as follows: EFHHNT
Year ended Year ended
31 December 2020 31 December 2019
BE-Z-%2F BE_T-NF
+TZA=+—-HLEE TZA=+—HILFE
RMB’000 RMB'000
AR#T T ARBTT
Revenue A 88,242 69,983
Loss for the year FAEE (22,444) (89,804)
As at As at
31 December 2020 31 December 2019
R=ZZB=-ZF RZE—NF
+t=A=+-—AH +=ZA=+—H
RMB’000 RMB'000
AR¥ET T AR®BFT
Total assets 4 E E 454,462 598,540

For the year ended 31 December 2020, the revenue and loss for the
year subject to the Contractual Arrangements 1 amounted to
approximately 79.9% (2019: 48.4%) and 5.6% (2019: 19.7%] of the
revenue and loss for the year of the Group respectively.

As at 31 December 2020, the total assets subject to the Contractual
Arrangements 1 amounted to approximately 61.8% (2019: 61.2%) of
the total assets of the Group.
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In the opinion of our PRC legal advisor King & Wood Mallesons ("PRC
Legal Advisor”) dated 26 January 2016, the Contractual Arrangements
1 are valid, binding and are in compliance with and enforceable under
the applicable PRC laws and regulations, except that the Contractual
Arrangements 1 provide that the arbitral tribunal or the arbitrators
may award remedies over the shares or land assets of Beijing
Lianzhong, relief or winding up of Beijing Lianzhong, and that courts
of competent jurisdictions are empowered to grant interim injunctive
relief or other interim relief in support of the arbitration when
formation of the arbitral tribunal is pending or under appropriate
circumstances, while under PRC laws, an arbitral tribunal or the
arbitrators has no power to grant injunctive relief or provisional or
final liquidation order to preserve the assets or any shares of Beijing

Lianzhong in case of dispute.

VIE Structure 2

On 9 February 2017, the Board announced that the Group was
conducting a series of reorganisation steps that involve, among other
things, (i) the Group establishing a new VIE structure by entering into
new VIE agreements [(collectively, the Master Exclusive Service
Agreement 2, the Business Cooperation Agreement 2, the Proxy
Agreement 2 and Power of Attorney 2, and the Exclusive Option
Agreement 2 and the Share Pledge Agreement 2] (the "Contractual
Arrangements 2°) among Tianjin Lianhzhong Lequ Technology
Development Co., Ltd. (the "WFOE 2] and Beijing Guangyao Hudong
Technology Development Co., Ltd. ("Beijing Guangyao”), a limited
liability company established in the PRC which is owned as to 100% by
Mr. Liang Jie, and (i) Beijing Lianzhong entering into asset transfer
agreements with Beijing Guangyao, pursuant to which Beijing
Lianzhong would transfer certain assets relating to the eSports,
sports e-commerce business and other non-card-and-board games
new internet businesses of the Group ("eSports Business”) to Beijing
Guangyao. Beijing Guangyao will principally be engaged in the eSports
Business. Please refer to the announcement of the Company dated 9
February 2017 for further details.

On 31 May 2018, Mr. Liang Jie (the "Registered Owner"] and Mr. Ping
Yan (the "Nominee Shareholder”) entered into a share transfer
agreement, pursuant to which Mr. Liang Jie transferred 1% of the
shares of Beijing Guangyao to Mr. Ping Yan (the "Share Transfer”).
Upon closing of the Share Transfer, Mr. Liang Jie and Mr. Ping Yan
are the nominee shareholders of Beijing Guangyao holding its equity
interest as to 99% and 1%, respectively. The Group has thus
established the New VIE Structure due to the addition of Mr. Ping Yan
to Beijing Guangyao by entering into the New VIE Agreements with the
Nominee Shareholder, the Registered Owner and/or Beijing
Guangyao. Please refer to the announcement of the Company dated
31 May 2018 for further details.
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After the signing of the Contractual Arrangements 2, the financial
results of Beijing Guangyao is accounted for and consolidated in the
accounts of the Group. Beijing Guangyao is therefore accounted for as
if it is a wholly-owned subsidiary of the Company ("VIE Structure 27).
The Registered Owner, as the sole shareholder of Beijing Guangyao,
becomes a connected person of the Company under Chapter 14A of
the Listing Rules. As Beijing Guangyao is wholly-owned by the
Registered Owner, Beijing Guangyao becomes an associate of the
Registered Owner and is a connected person of the Company.
Accordingly, the Contractual Arrangements 2 constitute continuing
connected transactions of the Company under Chapter 14A of the
Listing Rules.

Reasons for the Contractual Arrangements 2

Since the Listing, the Group's business has grown at a significant
pace and the Group’'s product offerings have significantly expanded.
The Group has evolved from a pure integrated online card and board
game platform offering both PC games and mobile games to a global
mind sports business offering online and offline products in the PRC
and worldwide. The Group now holds various investments in mind
sports across an array of platforms, including PC, mobile and real life
tournaments. The VIE Structure 2 separates the Group’'s eSports
business and various investments from the online games business.
The VIE Structure 1 will remain in place for the Group’s management

of its online games business.

As disclosed in the Prospectus, due to applicable laws and regulatory
restrictions on foreign ownership in the telecommunications industry
(including online games, eSports and other internet related
businesses) in the PRC and restrictions on foreign investors
conducting value-added telecommunications services, the Group
operates its businesses, including the Group's expanded eSports
business, in the PRC through Beijing Lianzhong, and the Group has in
place a series of contractual arrangements with Beijing Lianzhong
that are designed to allow the Company to exercise control over the
operations of Beijing Lianzhong and enjoy the economic benefits
generated by Beijing Lianzhong. Detailed reasons as to why our
businesses are required to be carried out by way of contractual
arrangements from a perspective of compliance with PRC laws are
set out in the section headed “Contractual Arrangements” on page
130 to 132 of the Prospectus.
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The Group's eSports business, various investments and the Group’s
traditional online card and board games business (the “Online Games
Business”] are very different and at different stages of maturity,
requiring different strategies, resources and management personnel.
The VIE Structure 2 allows the Group to better manage the eSports
Business, various investments and the Online Games Business. Each
of Beijing Lianzhong and Beijing Guangyao has different profit and
loss focuses, and the Group has appointed separate management
personnel suitable for the respective businesses. Having separate
entities operating the respective businesses also allows the Group to
more easily set appropriate key performance indicators for the
respective businesses, management and employees, and for the
Group to devise incentives and remuneration that are appropriate in
each case.

On 9 August 2019 (US time], our WPT and eSports businesses
completed the spin-off listing (the “Spin-off Listing”] with Black
Ridge Acqguisition Corporation (‘BRAC”). BRAC was renamed AESE
and commenced trading on the main board of Nasdaq under the new
stock symbol AESE from 12 August 2019. Following the completion of
the Spin-off Listing, the Company is now the controlling shareholder
of AESE and has control of its board of directors, and AESE has
become a non wholly-owned subsidiary of the Company.

Further details of the Spin-off Listing are set out in the
announcements of the Company dated 24 December 2018, 1 April
2019, 5 July 2019, 10 July 2019, 24 July 2019, 11 August 2019 and the
circular dated 19 June 2019

The VIE Structure 2 will remain in place for the Group’s management
of its investments, most of which are in the telecommunications
industry, and the investments are restricted on foreign ownership and
investors in the PRC.

The Group believes that such added flexibilities and focus will be
instrumental to nurturing and growing the various investments while
continuing to maintain a healthy growth in the Online Games
Business. Further details of the reasons for the Contractual
Arrangements 2 are set out in the announcement of the Company
dated 31 May 2018.
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Risks associated with the Contractual Arrangements 2
We believe the following risks are associated with the Contractual
Arrangements 2:

o If the PRC government finds that the agreements that establish
the structure for operating our business in China do not comply
with applicable PRC laws and regulations, or if these laws and
regulations or their interpretations change in the future, we
could be subject to severe penalties and our business may be
materially and adversely affected.

o The Group relies on the Contractual Arrangements 2 to control
and obtain economic benefits from Beijing Guangyao, which
may not be as effective in providing operational control as equity
ownership.

o The shareholders of Beijing Guangyao may have conflicts of
interest with us, which may materially and adversely affect our

business and financial condition.

. Certain terms of the Contractual Arrangements 2 may not be
enforceable under PRC laws.

o We may lose the ability to use and enjoy assets held by Beijing
Guangyao that are important to the operation of our business if
Beijing Guangyao declares bankruptcy or becomes subject to a
dissolution or liquidation proceeding.

J The Contractual Arrangements 2 between the WFOE 2 and
Beijing Guangyao may subject our Group to increased income
tax due to the different income tax rates applicable to the WFOE
2 and Beijing Guangyao, which may adversely affect our results

of operations.

J The Group's exercise of the options to acquire equity interests
of Beijing Guangyao may be subject to certain limitations and

the ownership transfer may subject us to substantial costs.

. The Contractual Arrangements 2 between the WFOE 2 and
Beijing Guangyao may be subject to scrutiny by the PRC tax
authorities and any finding that we or Beijing Guangyao owe
additional taxes could substantially reduce our consolidated net
income and the value of our Shareholders’ investment.
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Mitigation actions taken by the Company
The same mitigation actions as that for the VIE Structure 1 have been
and will be taken for the VIE Structure 2:

o The Company has existing protections measures under the
Contractual Arrangements 2. The Company’s Risk Management
Committee will regularly review the compliance and
performance of such conditions under the Contractual
Arrangements 2.

o The Company’s public affair department and legal department
will deal with matters relating to compliance and regulatory
enquiries from relevant PRC authorities and report to the Board
on a regular basis.

o Legal advisers and other professionals have been and will
continue to be retained to assist the Company to deal with
related matters arising from the Contractual Arrangements 2,
and the auditor of the Group will be engaged to provide annual
confirmations regarding the Contractual Arrangements 2.

Contractual Arrangements 2

The Contractual Arrangements 2 under the VIE Structure 2 are on
substantially the same terms as those currently in place under the
VIE Structure 1, save as to the identity of the operating vehicle, the
identity of the wholly foreign owned enterprise, and the identity of the
registered owners of the respective operating vehicle.

As at the date of this Directors’ Report, the Contractual Arrangements
2 comprised six agreements, namely (a) the Master Exclusive Service
Agreement 2, (b) the Business Cooperation Agreement 2, (c]) the
Exclusive Option Agreement 2, (d) the Share Pledge Agreement 2, (e]
the Proxy Agreement 2 and (f] the Power of Attorney 2.

In relation to the Contractual Arrangements 2 under the VIE Structure
2, the Company will fulfill and comply with the same conditions as
those imposed on the contractual arrangements under the VIE
Structure 1 as disclosed on pages 150 to 152 of the Prospectus,
mutatis mutandis.
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EEZRS (B8)

The following diagram illustrates how economic benefits flow from

Beijing Guangyao to our Group under the Contractual Arrangements 2: EEBEROLCENE

(1)

(2)

(3)

(4)

(1)

(2)
(3)

(4)

Covenants not to materially affect Beijing Guangyao's assets and business
and right to appoint directors and officers [Note 1)

Power of attorney to exercise all shareholders’ rights in Beijing Guangyao
(Note 2)

Exclusive option to acquire all or part of the equity interest in Beijing
Guangyao (Note 3)

First priority security interest over the entire equity interest in Beijing
Guangyao (Note 4]
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Notes:
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Please refer to the section headed "Business Cooperation Agreement 2"
for details.

Please refer to the section headed "Proxy Agreement and Power of
Attorney 2" for details.

Please refer to the section headed “Exclusive Option Agreement 2" for
details.

Please refer to the section headed "Share Pledge Agreement 2" for
details.

Please refer to the section headed “Master Exclusive Service Agreement
2" for details.

“—" denotes direct legal and beneficial ownership in the equity interest
and "--->" denotes contractual relationship.

Master Exclusive Service Agreement 2

Beijing Guangyao entered into a master exclusive service agreement
with the WFOE 2 on 9 February 2017 (the "Master Exclusive Service
Agreement 2"), pursuant to which, in exchange for a quarterly service

fee, Beijing Guangyao agreed to engage the WFOE 2 as its exclusive

provider for the following services:

providing technology development and transfer, and technical
consulting services;

providing occupation and pre-occupation staff training services;

providing public relation services;

providing market investigation, research and consulting
services;

providing mid- or short-term market development and market

planning services;

providing human resource management and internal
information management;

providing network development, upgrade and daily

maintenance;

providing sale services of self-produced products;

licensing of software;
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EEZRS (B8)

o providing maintenance services in respect of computer software

and hardware system, database and computer servers;

o providing maintenance and upgrade services in respect of the
online games;

o providing training services in respect of online game and

eSports technology and operations;

o providing research and development services in respect of
online game software and maintenance of the system;

o selling and authorising Beijing Guangyao to license software;
and
o other services determined from time to time by the WFOE 2

according to the need of business and capacity of the WFOE 2

and its designated affiliates.

The service fee is equal to 100% of the consolidated net profits of
Beijing Guangyao. The WFOE 2 may adjust the service fee at its sole
discretion with reference to the working capital requirements of the
WFOE 2 and in accordance with several factors relating to the
services provided, including (i) technical difficulty and complexity of
the services; (i) time spent in providing the services; (iii) contents and
commercial value of the services; and [iv) the benchmark price of
similar services in the market. Our PRC Legal Advisor is of the opinion
that such payment of service fees is not subject to any legal or
regulatory requirements in the PRC and does not violate any PRC
laws.

Any intellectual properties developed by performance of the Master
Exclusive Service Agreement 2, including but not limited to copyrights,
trademarks, patents, technical secrets and knowhow, belong to the
WFOE 2. If a development is based on the intellectual properties
owned by Beijing Guangyao, Beijing Guangyao shall warrant and
guarantee that such intellectual properties are flawless and it shall
bear all damages and losses caused to the WFOE 2 by any flaw of
such intellectual properties. The WFOE 2 has the right to recover all
of its losses from Beijing Guangyao for liabilities to any third party.

The Master Exclusive Service Agreement 2 can be terminated by the
WFOE 2 at any time upon 30 days” written notice to Beijing Guangyao.
The Master Exclusive Service Agreement 2 shall also terminate upon
the transfer of all the shares of Beijing Guangyao to the WFOE 2 and/
or a third party designated by the WFOE 2 pursuant to the Exclusive
Option Agreement 2.
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Business Cooperation Agreement 2

Beijing Guangyao, the Registered Owner and the WFOE 2 entered into
a business cooperation agreement on 31 May 2018 (the "Business
Cooperation Agreement 2"). Under the Business Cooperation
Agreement 2, Beijing Guangyao and the Registered Owner, jointly and
severally, agreed and covenanted that, without obtaining the written
consent of the WFOE 2, Beijing Guangyao shall not, and the
Registered Owner shall cause Beijing Guangyao not to, engage in any
transaction which may materially affect Beijing Guangyao's asset,

bligation, right or operation, including without limitation:

. any activities not within its normal business scope, or operating
its business in a way that is inconsistent with its past practice;

. merger, reorganisation, acquisition or restructuring of its
principal business or assets, or acquisition or investment in any

other form;

o offering any loan to any third party, incurring any debt from any
third party, or assuming any debt other than in the ordinary

course of business;

. engaging, changing or dismissing any director or any senior
management officer;

o selling to or acquiring from any third party, mortgaging,
licensing or disposing of in other ways tangible or intangible

assets, other than in the ordinary course of business;

. incurring, inheriting, assuming or guaranteeing any debt that
are not incurred during the ordinary course of business, using
its assets to provide security or other forms of guarantees to
any third party, or setting up any other encumbrances over its

assets;

J making any supplement, amendment or alternation to its
articles of association and by-laws, increasing or decreasing of
its registered capital or changing the structure of its registered

capital in other manners;

J making a distribution of a dividend, or share interest or
sponsorship interest in any way, provided that upon the written
request of the WFOE 2, Beijing Guangyao shall immediately
distribute part or all of its distributable profits to its
shareholder(s) who shall in turn immediately and
unconditionally pay or transfer to the WFOE 2 any such
distribution;
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o executing any material contract, except contracts executed in
the ordinary course of business (for purpose of this subsection,
the WFOE 2 may define a material contract at its sole
discretion);

o selling, transferring, mortgaging or disposing of in any manner
any legal or beneficial interest in its business or revenues, or

allowing the encumbrance thereon of any security interest;

J dissolution or liquidation and distribution of residual assets; or

o causing any of its branches or subsidiaries to engage in any of
the foregoing or enter into any contract, agreement or other
legal documents which may lead to or result in any of the
foregoing.

In addition, Beijing Guangyao agreed and covenanted to the WFOE 2

that Beijing Guangyao shall, and the shareholders of Beijing Guangyao

shall cause Beijing Guangyao to:

. accept suggestions raised by the WFOE 2 over the engagement
and replacement of employees, daily operations, dividend
distribution and financial management systems of Beijing
Guangyao, and Beijing Guangyao shall strictly abide by and

perform accordingly;

. maintain Beijing Guangyao's corporate existence in accordance
with good financial and business standards and practices by
prudently and effectively operating its business and handling its

affairs;

o conduct Beijing Guangyao’s businesses in the ordinary course
of business to maintain the asset value of Beijing Guangyao and
refrain from any act or omission that may adversely affect
Beijing Guangyao’s operating status and asset value;

o provide the WFOE 2 with information on Beijing Guangyao’'s
business operations and financial condition at the request of
the WFOE 2;

o if requested by the WFOE 2, procure and maintain insurance in
respect of Beijing Guangyao's assets and business from an
insurance carrier acceptable to the WFOE 2, at an amount and
type of coverage typical for companies that operate similar
businesses;
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° immediately notify the WFOE 2 of the occurrence or possible
occurrence of any litigation, arbitration or administrative
proceedings relating to Beijing Guangyao’s assets, business or
revenue; and

. execute all necessary or appropriate documents, take all
necessary or appropriate actions and file all necessary or
appropriate complaints or raise necessary and appropriate
defences against all claims so as to maintain the ownership by
Beijing Guangyao of all of its assets.

According to the Business Cooperation Agreement 2, the Registered
Owner and the Nominee Shareholder shall only appoint persons
designated by the WFOE 2 as directors, the general manager, the
chief financial officer and other senior management members of
Beijing Guangyao, and the Registered Owner and the Nominee
Shareholder shall dismiss any such directors or senior management
members upon the request of the WFOE 2. Beijing Guangyao and the
Registered Owner and the Nominee Shareholder also jointly and
severally covenanted that Beijing Guangyao shall seek appropriate
approval from the WFOE 2 prior to entering in to any material
contract.

Furthermore, the Registered Owner and the Nominee Shareholder
agreed that, unless required by the WFOE 2, they shall not put
forward, or vote in favour of, any shareholder’s resolution to, or
otherwise request Beijing Guangyao to, distribute profits, funds,
assets or property to the Registered Owner and the Nominee
Shareholder, or to issue any dividends or other distributions with
respect to the shares of Beijing Guangyao held by the Registered
Owner and the Nominee Shareholder.

The Business Cooperation Agreement 2 shall remain effective as long
as Beijing Guangyao exists, unless the WFOE 2 terminates it upon 30
days” advance written notice or upon the transfer of all the shares in
Beijing Guangyao held by the Registered Owner and the Nominee
Shareholder to the WFOE 2 and/or a third party designated by the

WFOE 2.
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Exclusive Option Agreement 2

Beijing Guangyao and the Registered Owner and the Nominee
Shareholder entered into an exclusive option agreement with the
WFOE 2 on 31 May 2018 (the "Exclusive Option Agreement 27},
pursuant to which the WFOE 2 has a right to require the Registered
Owner and the Nominee Shareholder to transfer any or all the shares
of Beijing Guangyao they hold to the WFOE 2 and/or a third party
designated by it, in whole or in part at any time and from time to time,
at the lowest price allowable under PRC laws and administration

regulations at the time of transfer.

Beijing Guangyao, the Registered Owner and the Nominee
Shareholder, among other things, have covenanted that:

o without the prior written consent of the WFOE 2, they shall not
in any manner supplement, change or amend the articles of
association and bylaws of Beijing Guangyao, increase or
decrease its registered capital, or change the structure of its
registered capital in other manners;

o they shall maintain Beijing Guangyao’s corporate existence in
accordance with good financial and business standards and
practices by prudently and effectively operating its business and
handling its affairs;

o without the prior written consent of the WFOE 2, they shall not
sell, transfer, mortgage or dispose of in any manner any assets
of Beijing Guangyao (except in the ordinary course of business),
or legal or beneficial interest in the business or revenues of
Beijing Guangyao, or allow the encumbrance thereon of any
security interest;

o without the prior written consent of the WFOE 2, they shall not
incur, inherit, guarantee or assume any debt, except for debts
incurred in the ordinary course of business;

o they shall always operate all of Beijing Guangyao’'s businesses
during the ordinary course of business to maintain the asset
value of Beijing Guangyao and refrain from any action/omission
that may adversely affect Beijing Guangyao's operating status
and asset value;

o without the prior written consent of the WFOE 2, they shall not
cause Beijing Guangyao to execute any material contract (as
defined by the WFOE 2 at its sole discretion], except the
contracts executed in the ordinary course of business;
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without the prior written consent of the WFOE 2, they shall not
cause Beijing Guangyao to provide any person with any loan or

credit other than in the course of ordinary business;

they shall provide the WFOE 2 with information on Beijing
Guangyao’s business operations and financial condition at the
request of the WFOE 2;

if requested by the WFOE 2, they shall procure and maintain
insurance in respect of Beijing Guangyao’s assets and business
from an insurance carrier acceptable to the WFOE 2, at an
amount and type of coverage typical for companies that operate

similar businesses;

without the prior written consent of the WFOE 2, they shall not
cause or permit Beijing Guangyao to merge, consolidate with,

acquire or invest in any person;

they shall immediately notify the WFOE 2 of the occurrence or
possible occurrence of any litigation, arbitration or
administrative proceedings relating to Beijing Guangyao's

assets, business or revenue;

to maintain the ownership by Beijing Guangyao of all of its
assets, they shall execute all necessary or appropriate
documents, take all necessary or appropriate actions and file
all necessary or appropriate complaints or raise necessary and
appropriate defences against all claims;

they shall ensure that Beijing Guangyao shall not, without the
prior written consent of the WFOE 2, in any manner distribute
dividends to its shareholder(s], provided that upon the written
request of the WFOE 2, Beijing Guangyao shall immediately
distribute part or all of its distributable profits to its
shareholder(s) who shall in turn immediately and
unconditionally pay or transfer to the WFOE 2 any such
distribution;

at the request of the WFOE 2, they shall appoint any persons
designated by the WFOE 2 as the directors and/or executive

directors of Beijing Guangyao;
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o they shall cause the meeting of shareholders and the board of
directors of Beijing Guangyao to pass shareholders’ resolutions
and board resolutions in accordance with the instruction of the
WFOE 2; and

. unless otherwise mandatorily required by PRC laws, Beijing
Guangyao shall not be dissolved or liquidated without prior
written consent by the WFOE 2.

The Exclusive Option Agreement 2 shall remain effective as long as
Beijing Guangyao exists, and cannot be terminated by either Beijing
Guangyao or the Registered Owner. The Exclusive Option Agreement
2 can be terminated (i) by the WFOE 2 at any time upon 30 days’
advance written notice to Beijing Guangyao or the Registered Owner;
or (i) upon the transfer of all the shares held by the shareholders to
the WFOE 2 and/or a third party designated by the WFOE 2.

Share Pledge Agreement 2

The Registered Owner and the Nominee Shareholder entered into an
share pledge agreement with the WFOE 2 on 31 May 2018 (the "Share
Pledge Agreement 2°). Under the Share Pledge Agreement 2, the
Registered Owner and the Nominee Shareholder unconditionally and
irrevocably agreed to pledge all of the shares of Beijing Guangyao that
they own, including any interest or dividend paid for such shares, to
WFOE 2 as a security for the performance of the obligations by Beijing
Guangyao, the Registered Owner and the Nominee Shareholder under
the Master Exclusive Service Agreement 2, the Business Cooperation
Agreement 2, the Exclusive Option Agreement 2 and other
agreements to be executed among Beijing Guangyao, the Registered
Owner, the Nominee Shareholder and the WFOE 2 from time to time
(collectively the “Principal Agreements 2").

The pledge shall remain valid until all parties have agreed to
terminate the Share Pledge Agreement 2, the Principal Agreements 2
have been fulfilled to the satisfaction of the WFOE 2 or all of the
Principal Agreements 2 have expired or been terminated.
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Proxy Agreement 2 and Power of Attorney 2

Beijing Guangyao, the Registered Owner and the Nominee
Shareholder entered into a proxy agreement and power of attorney
with the WFOE 2 on 31 May 2018 (the "Proxy Agreement 2 and Power
of Attorney 2"). Under the Proxy Agreement 2 and Power of Attorney 2,
the Registered Owner and the Nominee Shareholder irrevocably
agreed to appoint the WFOE 2 (as well as its successors, including a
liquidator, if any, replacing the WFOE 2] as their attorney-in-fact to
exercise on their behalf, and agreed and undertook not to exercise
without such attorney-in-fact’s prior written consent, any and all right
that they have in respect of its shares in Beijing Guangyao, including
without limitation:

o to call and attend shareholders” meetings of Beijing Guangyao,
and receive notices and materials with respect to the

shareholders’ meeting;

o to execute and deliver any and all written resolutions and
meeting minutes in the name and on behalf of such
shareholder;

o to vote by itself or by proxy on any matters discussed on

shareholders’ meetings of Beijing Guangyao, including without
limitation, the sale, transfer, mortgage, pledge or disposal of
any or all of the assets of Beijing Guangyao;

o to sell, transfer, pledge or dispose of any or all of the shares in
Beijing Guangyao;

J to nominate, appoint or remove the directors, supervisors and

senior management of Beijing Guangyao when necessary;

o to oversee the economic performance of Beijing Guangyao;

. to have full access to the financial information of Beijing
Guangyao at any time;

o to file any shareholder lawsuits or take other legal actions
against Beijing Guangyao's directors or senior management
members when such directors or members are acting to the

detriment of the interest of Beijing Guangyao or its
shareholder(s];
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o to approve annual budgets or declare dividends;
o to manage and dispose of the assets of Beijing Guangyao;
. to have the full rights to control and manage Beijing Guangyao’s

finance, accounting and daily operation (including but not
limited to signing and execution of contracts and payment of
government taxes and duties);

o to approve the filing of any documents with the relevant

governmental authorities or regulatory bodies; and

. any other rights conferred by the articles of association of
Beijing Guangyao and/or the relevant laws and regulations on
the shareholders.

In addition, if any share transfer is contemplated under the Exclusive
Option Agreement 2 and the Share Pledge Agreement 2 that the
Registered Owner or the Nominee Shareholder enters into for the
benefits of the WFOE 2 or its affiliate, the WFOE 2 shall have the right
to sign the share transfer agreement and other relevant agreements
and to perform the Exclusive Option Agreement 2 and the Share
Pledge Agreement 2.

The Proxy Agreement 2 and Power of Attorney 2 will remain effective
so long as Beijing Guangyao exists. Beijing Guangyao’s shareholders
will not have the right to terminate the Proxy Agreement 2 and Power
of Attorney 2 or to revoke the appointment of the attorney-in-fact
without the prior written consent of the WFOE 2.
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Revenue and Assets subject to the Contractual
Arrangements 2

The revenue, loss for the year and total assets subject to the
Contractual Arrangements 2 are set out as follows:

GRRZI2ETHRAREE

BRRP2ATHERRA  BELREE
EFHWT

Year ended Year ended

31 December 2020 31 December 2019

BE-Z-%2F BE_T-NF

TZA=+—HLEE +TZA=+—HLEFE

RMB’000 RMB'000

AR®BT T ARBTT

Revenue A — 10,075

Loss for the year FRNEE (6,373) (108,840)
As at As at

31 December 2020 31 December 2019

R-ZBZZF W-ZE—H4F

+t=A=+-—AH +=ZA=+—H

RMB’000 RMB'000

AR¥ET T AR®BFT

Total assets 4aE E 67,849 106,726
For the year ended 31 December 2020, the revenue and loss for the HE-_ZE-_ZEF+_A=1+—HItHF
year subject to the Contractual Arrangements 2 amounted to B ANTH2ATHERKANEIE
approximately 0% (2019: 7.0%) and 1.6% (2019: 23.9%) of the revenue DAMEAREBFERNRARBEL% (=
and loss for the year of the Group respectively. T—NEF:70%) R1.6%(ZF— N F:

As at 31 December 2020, the total assets subject to the Contractual
Arrangements 2 amounted to approximately 9.2% (2019: 10.9%) of the
total assets of the Group.

In the opinion of our PRC Legal Advisor dated 31 May 2018, the
Contractual Arrangements 2 are valid, binding and are in compliance
with and enforceable under the applicable PRC laws and regulations,
except that the Contractual Arrangements 2 provide that the arbitral
tribunal or the arbitrators may award remedies over the shares or
land assets of Beijing Guangyao, relief or winding up of Beijing
Guangyao, and that courts of competent jurisdictions are empowered
to grant interim injunctive relief or other interim relief in support of
the arbitration when formation of the arbitral tribunal is pending or
under appropriate circumstances, while under PRC laws, an arbitral
tribunal or the arbitrators has no power to grant injunctive relief or
provisional or final liquidation order to preserve the assets or any
shares of Beijing Guangyao in case of dispute.
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Confirmation from Independent Non-Executive
Directors

The independent non-executive Directors reviewed the Contractual
Arrangements 1 and the Contractual Arrangements 2 (the “Continuing
Connected Transactions”) and the independent auditor’s report, and
confirmed that the Continuing Connected Transactions have been
entered into (i) in the ordinary and usual course of business of the
Group, (i) on normal commercial terms or better, and (i) according
to the relevant agreements governing each of the Continuing
Connected Transactions on terms that are fair and reasonable and in
the interests of the Shareholders as a whole.

The Directors also confirmed that no dividends or other distributions
have been made by Beijing Lianzhong and Beijing Guangyao to the
holders of its equity interests which are not otherwise subsequently
assigned or transferred to the Group.

Confirmations from the Company’s Independent
Auditor

The Company’s auditor was engaged to report on the Group's
Continuing Connected Transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has confirmed in a letter to the Board that
with respect to the Continuing Connected Transactions entered into in
the year ended 31 December 2020:

(al  nothing has come to their attention that causes the auditor to
believe that the Continuing Connected Transactions have not
been approved by the Board; and

(b)  nothing has come to their attention that causes the auditor to
believe that the transactions were not entered into, in all
material respects, in accordance with the relevant agreements
under the Continuing Connected Transactions governing such
transactions.

A copy of the auditor's letter on the Continuing Connected
Transactions of the Group for the year ended 31 December 2020 has

been provided by the Company to the Stock Exchange.
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We believe that there are certain risks involved in our operations,
some of which are beyond our control. The principal risks and
uncertainties the Group is facing are as follows:

Risks Relating to the Business and Industry of the
Company

If the Group fails to continuously strengthen its existing games and
launch new games, or if its games lose their popularity, the Group
may not be able to retain existing players and attract new players,
which will adversely affect the business and results of the operation
of the Group. The Group relies on third-party channels to distribute a
substantial number of our games, and our business and results of
operations may be adversely affected if these third-party channels
breach their obligations to us, or if we fail to maintain relationships
with a sufficient number of channels, or if our commercial
arrangements with these third-party channels become less favorable
to us, or if these channels lose popularity among internet users.

During 2018, the Company encountered intensified competition and
challenges in its China domestic card and board games business,
both from intense competition from new apps that provide online
game room functions, as well as adverse payment policy changes in
the Company’'s main mobile carrier payment partners. The negative
impact on both PC and mobile China domestic card and board game
businesses of the Company, particularly in the beginning of 2018,
consequently caused a fairly substantial downturn on revenue and
profitability of the Company. During the year ended 31 December
2020, given the regulatory environment and market conditions within
China, the Group’s online card and board games business in China
continued to face the highly challenging conditions together with
unexpected and regulatory headwinds in the same business, and
given the continuous spread of COVID-19 pandemic overseas, the
Group’'s events at eSports venues outside China and the offline
tournaments were under restrictions, which has an impact on our
revenue to a certain extent.
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Risks and Uncertainties Related to Various PRC
Laws and Regulations

We face risks and uncertainties relating to the applicability of certain
PRC laws and regulations to our card and board games, and we
cannot assure that such laws and regulations will not be interrupted
in ways unfavorable to us. As electronic publications that provide
telecommunication services and Internet culture services, online
games are subject to various PRC laws and regulations of multiple
government authorities including the Ministry of Industry and
Information Technology of the PRC, the PRC State Administration of
Press, Publication, Radio, Film and Television, the National Copyright
Administration and the Ministry of Culture of the PRC. There is no
assurance that our online games will not further be deemed to violate
any applicable PRC laws in the future. Similarly, there is no assurance
that our game business will not be challenged or subject to any
regulatory actions in the PRC. If we are forced to discontinue any of
our existing games or if we are unable to offer any new games in the
PRC due to regulatory restrictions, our business and growth

prospects may be materially and adversely affected.

In addition, our operation may be affected due to inappropriate
personal behavior by our players and employees. We have adopted
policies and implemented measures to comply with applicable laws
and regulate players’ and employees’ behaviors. Our virtual game
points and virtual goods can only be used in our games and have no
monetary value outside our games. We prohibit players or employees
from engaging in transfers of virtual currency between themselves.
We actively monitor such transfers and other offensive player
behavior on our online game platform. However, we cannot assure
you that all our players or employees will comply with applicable laws

and our policies or that we will not be held liable for their violations.
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Risks Relating to Preferential Tax Treatment

Under the Enterprise Income Tax Law, the current statutory
enterprise income tax rate is 25%. Our PRC operating entity, Beijing
Lianzhong, has been qualified as a High and New Technology
Enterprise since 2008. Under the relevant PRC tax regulations, as a
High and New Technology Enterprise, Beijing Lianzhong is entitled to
a preferential tax rate of 15%. Beijing Lianzhong renewed this
qualification in August 2020 for a three-year period commencing from
December 2020. In addition, Beijing Lianzhong was respectively
accredited by the National Development and Reform Commission, the
Ministry of Industry and Information Technology of the PRC, the
Ministry of Finance, the Ministry of Commerce of the PRC and the
State of Taxation as a Key Software Enterprise within National
Planning Layout for the Years 2013 to 2017. As a result, Beijing
Lianzhong is entitled to a preferential income tax rate of 10% for the
year ended 31 December 2017. As Beijing Lianzhong recorded a loss
for the years 2018, 2019 and 2020, we were unable to apply for the
renewal the recognition for the Key Software Enterprise within
National Planning Layout for the Years 2018, 2019 and 2020. If Beijing
Lianzhong continues to record loss in future, it will still fail to renew
the qualification as a Key Software Enterprise within National
Planning Layout, its applicable enterprise income tax rate will be 15%
when its qualification as a High and New Technology Enterprise
remains valid.

Risks Relating to our Corporate Structure

We rely on our contractual arrangements to control and obtain
economic benefits from the PRC operating entities, Beijing Lianzhong
and Beijing Guangyao, which may not be as effective in providing
operational control as equity ownership. Meanwhile, the shareholders
of Beijing Lianzhong and Beijing Guangyao may have conflicts of
interest with us, which may materially and adversely affect our
business and financial condition. Furthermore, if the PRC government
finds that the contractual arrangements that established the
structure for operating our business in China do not comply with
applicable PRC laws and regulations, or if these laws and regulations
or their interpretations change in the future, we could be subject to
severe penalties and our business may be materially and adversely

affected.
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Exclusive Operation Agreement

On 15 August 2018, Beijing Lianzhong and Beijing Maipu Taigi
Technology Co., Ltd. ("Beijing MPTQ"] entered into the Exclusive
Operation Agreement, pursuant to which Beijing Lianzhong entrusted,
exclusively, Beijing MPTQ with all of Beijing Lianzhong's rights
relating to the Divested Businesses starting from the date of the
Exclusive Operation Agreement. During such period, Beijing MPTQ
assumed all costs of the operation of the Divested Businesses and
was entitled to half of the distributable income generated by the
Divested Businesses.

On 10 May 2019, Beijing Lianzhong and Beijing MPTQ entered into a
second supplemental agreement to the Exclusive Operation
Agreement (the "Second Supplemental Agreement”), pursuant to
which Beijing Lianzhong and Beijing MPTQ agreed to, among other
things, extend the term of the arrangement to 31 December 2023. As
consideration for the entrustment of operating rights of the Divested
Businesses, pursuant to the Second Supplement Agreement, Beijing
Lianzhong shall be entitled to 40% of annual distributable income
from the Divested Businesses in excess of RMB14.4 million and 60%
of annual distributable income from the Divested Businesses in
excess of RMB30 million. The distributable income shall be calculated
as users’ prepayments from the Divested Business less pre-share
costs less share of combined operation costs less tax paid. Save for
the aforesaid amendments and other minor consequential
amendments and supplements, all other terms of the Exclusive
Operation Agreement remain unchanged and continue in full force

and effect.

Further details of the Exclusive Operation Agreement and the Second
Supplement Agreement are set out in the announcements of the
Company dated 15 August 2018, 31 October 2018 and 10 May 2019.

On 28 December 2020, Beijing Lianzhong and Beijing MPTQ entered
into a termination agreement to the Exclusive Operation Agreement
and the Second Supplemental Agreement, pursuant to which Beijing
Lianzhong and Beijing MPTQ agreed to terminate the above
agreements on 1 January 2021. On the same day, Beijing Lianzhong
outsourced the Divested Businesses to a non-wholly-owned

subsidiary of the Group.
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For PRC, the ultimate customers are individual players paying
through payment channels. As such, our Directors consider that it is
not practicable to identify the five largest customers for the year
ended 31 December 2020 and we did not rely on any single customer
during the year. For instance, none of our customers accounted for 5%
or more of our revenue for the year ended 31 December 2020. For
AESE, the five largest customers accounted for approximately 64.76%
of the AESE's revenue and the largest customer accounted for
approximately 41.03% of the AESE’s revenues for the year ended 31
December 2020.

During the year ended 31 December 2020, the purchases from the
Group's five largest suppliers accounted for a total of approximately
54% of the Group's total purchases from all of the suppliers. The
purchases from our top supplier in 2020 accounted for approximately
34% of the Group’s total purchases.

None of the Directors, their close associates or any Shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s Shares] had an interest in any of the major customers or

suppliers noted above.

The audit committee of the Company (the “Audit Committee’] has
reviewed the accounting principles and policies adopted by the Group
and discussed the Group's internal controls and financial reporting
matters with the management. The Audit Committee has reviewed
the audited consolidated financial statements of the Group for the
year ended 31 December 2020.

There is no provision for pre-emptive rights under the Articles of
Association, although there are no restrictions against such rights
under the laws in the Cayman Islands.
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As at 31 December 2020, the Group had 148 employees, 32 of which
were responsible for games development and operation or general
administration in the PRC (including Hong Kongl, and 116 of which
are responsible for the operation of AESE (including 47 for the
operation of WPT]. The total remuneration expenses (including
employee related share-based compensation expense] for the year
ended 31 December 2020 were RMB65.8 million, representing an
increase of 27.9% as compared to the year of 2019.

We provide various employee benefits and social insurance to our
employees. We also provide share options and Shares under the
Share Award Scheme to better motivate our employees.

Based on information that is publicly available to the Company and
within the knowledge of its Directors as at the latest practicable date
prior to the issue of this annual report, the Directors confirm that the
Company has maintained the amount of public float as required under
the Listing Rules during the year ended 31 December 2020.

The consolidated financial statements have been audited by Grant
Thornton Hong Kong Limited. A resolution for its re-appointment as
auditor of the Company for the coming year will be proposed at the
AGM.

There have been no change of the auditor for the preceding three
years.

The Directors are not aware of any tax relief and exemption available
to the Shareholders by reason of their holding of the Company’s
securities.

On behalf of the Board
Li Yangyang
Chairman and Executive Director

31 March 2021
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EXEERS

The Board of Directors is hereby to present the corporate governance report
of the Company for the year ended 31 December 2020.

The Company is committed to maintaining and promoting stringent
corporate governance policies. The principle of the Company’s corporate
governance is to promote effective internal control measures and to
enhance the transparency and accountability of the Board to all
Shareholders.

Compliance with the Corporate Governance Code

During the year ended 31 December 2020 and up to the date of this annual
report, the Company has complied with the code provisions set out in the
Corporate Governance Code and Corporate Governance Report (the
“Corporate Governance Code”) contained in Appendix 14 to the Listing
Rules, except for a deviation from code provision A.2.1T which requires that
the roles of chairman and chief executive should be separate and should
not be performed by the same individual, and also a deviation from code
provision E.1.2 which requires that the chairman of the board and the
chairmen of the audit, remuneration and nomination committees (or
another member of the committee in their absence) should attend the

annual general meeting.

The Board will continue to review and monitor the practices of the Company
for the purpose of complying with the Corporate Governance Code and
maintaining a high standard of corporate governance practices of the

Company.

Model Code

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules to govern securities transactions by its Directors. Having
made specific enquiry of all Directors, all Directors have confirmed that they
have strictly complied with the required standards as set out in the Model
Code during the year ended 31 December 2020 and up to the date of this
annual report.

The Board currently comprises two executive Directors, three non-executive
Directors and three independent non-executive Directors.
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The composition of the Board during the year ended 31 December 2020 and
up to the date of this annual report is as follows:

Executive Directors

Mr. Li Yangyang (Chairman and Acting Chief Executive Officer)"
@

Mr. Gao Hong
Mr. Yang Eric Qing (ex-Chairman and Chief Executive Officer) "

Non-Executive Directors

Mr. Liu Jiang
Ms. Fu Qiang
Mr. Chen Xian®
Mr. Hu Wen

Independent Non-Executive Directors

Professor Huang Yong

Mr. Ma Shaohua"

Mr. Lu Jingsheng®

Mr. Lu Zhong'"

Dr. Tyen Kan Hee Anthony"”

Notes:

(1) Mr. Li Yangyang was appointed as Chairman of the Board, the acting Chief
Executive Officer of the Company and an executive Director with effect from 30
June 2020. Mr. YANG Eric Qing resigned as Chairman of the Board, the Chief
Executive Officer of the Company and an executive Director with effect from 30

June 2020.

(2) Mr. Gao Hong was appointed as an executive Director with effect from 30 June
2020.

(3) Mr. Chen Xian resigned as a non-executive Director with effect from 5 February
2021.

(4) Mr. Ma Shaohua was appointed as an independent non-executive Director with

effect from 30 June 2020.

(5) Mr. Lu Jingsheng was appointed as an independent non-executive Director
with effect from 30 June 2020.

(6) Mr. Lu Zhong retired as an independent non-executive Director with effect from
30 June 2020.

(7) Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent
non-executive Director with effect from 30 June 2020.
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The biographical details of the Directors are set out in the section headed
“Directors” on pages 35 to 37 of this annual report. During the year ended
31 December 2020, there was no relationship (including financial, business,
family or other material/relevant relationship(s]] between the Board

members under code provision I(h] of the Corporate Governance Code.

Chairman and Chief Executive Officer (“CEQ”)

Code provision A.2.1 of the Corporate Governance Code stipulates that the
roles of chairman and chief executive should be separate and should not be

performed by the same individual.

During the period from 1 January 2020 to 30 June 2020, Mr. Yang Eric Qing
was the Chairman and Chief Executive Officer of the Company. Upon the
resignation of Mr. Yang on 30 June 2020, Mr. Li Yangyang was appointed as
the Chairman and acting Chief Executive Officer of the Company. The Board
has commenced a process for identifying new Chief Executive Officer of the
Company. Mr. Li is responsible for general operation, investment and
strategy of the Company and is instrumental to the Company’s growth and
business expansion. The Board considers that vesting the roles of chairman
and chief executive officer in Mr. Yang (up to his resignation on 30 June
2020) and subsequently the roles of Chairman and acting Chief Executive
Officer in Mr. Li is beneficial to the management of the Group. The balance
of power and authority is ensured by the operation of senior management
and the Board, which comprises experienced and high-calibre individuals.
As at the date of this annual report, the Board currently comprises two
executive Directors (including Mr. Li), three non-executive Directors and
three independent non-executive Directors and therefore has a fairly strong
independence element in its composition.
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Board Meetings and General Meetings Held in 2020
RIERERKRE

During the year ended 31 December 2020, the Board convened nine

meetings. A summary of the attendance record of the Directors is setoutin N EES@ZBHAILAEH -

the table below EHINRTE
Number of meetings
attended/eligible to attend
during the year ended

Name of Directors 31 December 2020

R_E_SFETNESSEH

RBEE-_Z-_ZEF+_A=+—HLEFE
BEELFaaM

Attendance rate

RBE-Z-FF

+TZA=+—-BLEFE
Espng HE AHEGEBERK HE=
Executive Directors HITES
Mr. Yang Eric Qing" B E 6/6 100%
Mr. Li Yangyang” FHEEEY 3/3 100%
Mr. Gao Hong" SF ot 3/3 100%
Non-executive Directors FHITES
Mr. Liu Jiang 25T k& 7/9 78%
Ms. Fu Qiang Hmog =+ 9/9 100%
Mr. Chen Xian" PR 5% S 4 8/9 89%
Mr. Hu Wen DY 8/9 89%
Independent Non-executive Directors BUFHTES
Professor Huang Yong =B HE 6/9 66%
Mr. Lu Zhong" BREeal 5/6 83%
Dr. Tyen Kan Hee Anthony B =g+ 6/6 100%
Mr. Ma Shaohua'” BlgEggl 3/3 100%
Mr. Lu Jingsheng® (G e 3/3 100%

(1) Mr. Yang Eric Qing resigned as an executive Director, Chairman of the Board (1) T%F% EEEHERTES EFSIFERAE

and the Chief Executive Officer of the Company with effect from 30 June 2020. NAEIITHRER 8=

AR e

ZoRFERNAZTHRE

(2 Mr. LiYangyang was appointed as an executive Director, Chairman of the Board (2] ZHBE4+RETARTEES EFSXF

and the acting Chief Executive Officer of the Company with effect from 30 June

2020. =+tHBE®R-

EARDRIRETBEH B _FFX A

(3) Mr. Gao Hong was appointed as an executive Director with effect from 30 June (3] BAREEBREARNTES BE_T_TF

2020. NAZtTBBAER-

(4) Mr. Chen Xian resigned as a non-executive Director with effect from 5 February (4) RoZ A ECBIEIERITES B T -—F

2021. “AEHBER-

(5) Mr. Lu Zhong retired as an independent non-executive Director with effect from (5) BREEREEBIIERTEE B2 =

30 June 2020.

ZERA=ZTHEREN -

_S_RFER
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(6) Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent
non-executive Director with effect from 30 June 2020.

(7) Mr. Ma Shaohua was appointed as an independent non-executive Director with
effect from 30 June 2020.

(8] Mr. Lu Jingsheng was appointed as an independent non-executive Director
with effect from 30 June 2020.

During the year ended 31 December 2020, the Company convened one
extraordinary general meeting on 18 March 2020 (the "2020 EGM"), and one
annual general meeting on 30 June 2020 (the "2020 AGM").

Code provision E.1.2 of the Corporate Governance Code requires that the
chairman of the board and the chairmen of the audit, remuneration and
nomination committees [(or another member of the committee in their

absence) should attend the annual general meeting.

Mr. Yang Eric Qing, the then Chairman of the Board and the chairman of the
Nomination and Corporate Governance Committee who resigned as an
executive Director with effect from 30 June 2020, attended the 2020 AGM
and Dr. Tyen Kan Hee Anthony, the then chairman of the Audit Committee
who has agreed to leave the Board with effect from 30 June 2020, attended
the 2020 EGM. Apart from them, all other Directors did not attend the 2020
AGM and 2020 EGM due to pre-arranged business commitments. The
Company will strive to optimize the planning and procedures of annual
general meetings, give adequate time to all Directors to accommodate their
work arrangement and provide all necessary support for their presence at
and participation in the general meetings so that all Directors will be able to
attend future annual general meetings of the Company. The Board will
continue to review and monitor the practices of the Company for the
purpose of complying with the Corporate Governance Code and maintaining
a high standard of corporate governance practices of the Company.
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The Board has received from each of the independent non-executive
Directors a written annual confirmation of independence pursuant to Rule 3.13
of the Listing Rules and considers each of them to be independent.

The term of office of our independent non-executive Directors is three years
with effect from the date of their letters of appointment or until the third
annual general meeting of the Company since the date of their letters of
appointment (whichever is sooner) and subject to the terms and conditions
specified therein. Professor Huang Yong has been appointed as an
independent non-executive Director commencing from 17 December 2019.
Mr. Ma Shaohua and Mr. Lu Jingsheng have been appointed as independent
non-executive Directors commencing from 30 June 2020. Each of them is
subject to retirement by rotation and re-election at the annual general
meeting of the Company at least once every three years in accordance with

the Articles of Association.

Each of the non-executive Directors has separately been appointed for a
term of three years with effect from the date of their letters of appointment
or until the third annual general meeting of the Company since the date of
their letters of appointment (whichever is sooner) and subject to the terms
and conditions specified therein. Ms. Fu Qiang has entered into a letter of
appointment with the Company commencing from 23 June 2017. Mr. Hu
Wen has entered into a letter of appointment with the Company
commencing from 29 June 2019. Mr. Liu Jiang has entered into a letter of
appointment with the Company commencing from 27 March 2015. Each of
them is subject to retirement by rotation and re-election at the annual
general meeting of the Company at least once every three years in
accordance with the Articles of Association.
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The Board is the primary decision making body of the Company and is
responsible for overseeing the Group's businesses, strategic decisions and
performance and is collectively responsible for promoting the success of
the Company by directing and supervising its affairs. The Board makes

decisions objectively in the interests of the Company.

All Directors,
executive Directors, have brought a wide spectrum of valuable business

including non-executive Directors and independent non-

experience, knowledge and professionalism to the Board for its efficient and
effective functioning.

During the year ended 31 December 2020, the Board has developed
measures for implementing good corporate governance policies and
practices and has delegated to the Board committees various
responsibilities as set out in their respective terms of references.

Our senior management is responsible for the day-to-day management of
our business and is responsible for overseeing the general operation,

business development, finance and marketing.

Each newly appointed Director shall receive formal, comprehensive and
tailored induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the Company
and full awareness of director’s responsibilities and obligations under the
Listing Rules and relevant statutory requirements.

Directors will be continuously updated on the statutory and regulatory
regime and the business environment to facilitate the discharge of their
responsibilities. Directors are also encouraged to participate in continuous
professional development to develop and refresh their knowledge and skills.
Company secretary of the Company updates the Directors on the latest
developments regarding the Listing Rules and other applicable regulatory
requirements from time to time, to ensure compliance and enhance their

awareness of good corporate governance practices.
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During the year ended 31 December 2020, all Directors, namely Mr. Yang
Eric Qing", Mr. Li Yangyang®, Mr. Gao Hong"”, Mr. Liu Jiang, Ms. Fu Qiang,
Mr. Chen Xian¥, Mr. Hu Wen, Mr. Lu Zhong®, Dr. Tyen Kan Hee Anthony",

7

Professor Huang Yong, Mr. Ma Shachua” and Mr. Lu Jingsheng® have
participated in continuous professional training to develop and refresh their

knowledge and skills in relation to their contribution to the Board.

Directors” knowledge and skills are continuously developed and refreshed

by, inter alia, the following means:

(1) participation in continuous professional training seminars and/or
conferences and/or courses and/or workshops on subjects relating
to, inter alia, corporate governance, directors’ duties and legal and
regulatory changes organised and/or arranged by the Company and/

or professional bodies and/or lawyers;

REBEEZZ-_TF+A=1+T—HLEFE"
2REZAGEEELEY - ZTHBEBLEEY B8R
FTED BT HRAE - Boggt - RZEEY  #
XHhE-BRELEY AMHEELY EEH

1% -

FLEEETRERELENHEL2ER

BEXERI NBEREEFRER/REZSHE
R A 0 R B o

EEEBEPBEIUNTIAFEERRE
IR 958531

(1)

(2] reading materials provided from time to time by the Company to (2]
Directors regarding legal and regulatory changes and matters of
relevance to the Directors in the discharge of their duties; and

(3) reading news, journals, magazines and/or other reading materials (3)

regarding legal and regulatory changes and matters of relevance to

the Directors in the discharge of their duties.

Name of Directors

SEARNB R/ REERBRLEM
B/ ALK EBETEELEE
ACBFERERAZEREEINTE
HEEIBERAHITERHRE
/ST eSS

AR AVRES B F R GE AR R E
28 LREFEIEBANRBESR
MBIEER R

MEEMERLRERD URESE
TERERBEEENNE 87 E%
R/ E MBI EM K -

Training received

EEnR 4 32 5% 5
Executive Directors HITES

Mr. Yang Eric Qing'"! B g (1), (2), (1)
Mr. Li Yangyang? FHBEEY (2, (3]
Mr. Gao Hong" =B EED (1), (2), (3)
Non-executive Directors FHITES

Mr. Liu Jiang 2Tk (1), (2, (3)
Ms. Fu Qiang g+ (1], (2], (3)
Mr. Chen Xian" PR o e (2, (3]
Mr. Hu Wen A (2], (3]
Independent Non-executive Directors BIYFHITES

Mr. Lu Zhong" BRELE" (2), (3)
Dr. Tyen Kan Hee Anthony" H#EELY (1], (2], (3)
Professor Huang Yong BEEHK (1), (2), (1)
Mr. Ma Shaohua"” BhERE! (2], (3]
Mr. Lu Jingsheng® BE R A (2, (3)

_BIREER
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Mr. Yang Eric Qing resigned as an executive Director, Chairman of the Board
and the Chief Executive Officer of the Company with effect from 30 June 2020.

@ Mr. Li Yangyang was appointed as an executive Director, Chairman of the Board

and the acting Chief Executive Officer of the Company with effect from 30 June
2020.

@ Mr. Gao Hong was appointed as an executive Director with effect from 30 June

2020.

“ Mr. Chen Xian resigned as a non-executive Director with effect from 5 February

2021.

© Mr. Lu Zhong retired as an independent non-executive Director with effect from

30 June 2020.

2 Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent

non-executive Director with effect from 30 June 2020.

[7] Mr. Ma Shaohua was appointed as an independent non-executive Director with

effect from 30 June 2020.

@ Mr. Lu Jingsheng was appointed as an independent non-executive Director

with effect from 30 June 2020.

The Board has established four committees, namely, the Audit Committee,
the Remuneration Committee, the Nomination and Corporate Governance
Committee, and the Risk Prevention and Digital Assets Management
Committee (formerly known as the Risk Management Committee), for
overseeing particular aspects of the Company's affairs. Each of these
committees is established with defined written terms of reference. The
terms of reference of the Board committees are available on the websites

of the Company and the Stock Exchange.

Audit Committee

The Company has established the Audit Committee in compliance with Rule
3.21 of the Listing Rules and the Corporate Governance Code. The primary
duties of the Audit Committee are to review and supervise the financial
reporting process and internal control system of the Group, review and
approve connected transactions and provide advice and comments to the
Board.

As at 31 December 2020, the Audit Committee consisted of three members:
Mr. Lu Jingsheng, Mr. Ma Shaohua and Mr. Hu Wen. Mr. Lu Jingsheng and
Mr. Ma Shaohua are independent non-executive Directors, and Mr. Hu Wen
is a non-executive Director. Mr. Lu Jingsheng is the chairman of the Audit

Committee.
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During the year ended 31 December 2020, the Audit Committee held two
meetings. The attendance record of the Audit Committee members is set
out in the table below:

Name of Committee Member

REBEE_Z_FTFF+_A=FT—HILFE"
ERLZECSERITMNATHR BERLZE K
ENgRLFELHIENTE:

Number of meetings
attended/eligible to attend
during the year ended

31 December 2020 Attendance rate

RBE=-ZF=-%F

+t=A=t-ALEE
ZEERERS HE/ THESRRE HE=Z
Dr. Tyen Kan Hee Anthony"” M= 11 100%
Mr. Lu Zhong?” BR g gD 11 100%
Mr. Hu Wen A e A 2/2 100%
Mr. Lu Jingsheng™ BE R A D 1/1 100%
Mr. Ma Shaohua B EEL AW 11 100%

Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent
non-executive Director and the chairman of the Audit Committee with effect
from 30 June 2020.

2 Mr. Lu Zhong retired as an independent non-executive Director and a member

of the Audit Committee with effect from 30 June 2020.

© Mr. Lu Jingsheng was appointed as an independent non-executive Director and

chairman of the Audit Committee with effect from 30 June 2020.

“ Mr. Ma Shaohua was appointed as an independent non-executive Director and

a member of the Audit Committee with effect from 30 June 2020.

During the meetings, the Audit Committee met with the external auditor and
reviewed the financial results and reports of the Company for the year
ended 31 December 2019 and the six months ended 30 June 2020.

Remuneration Committee

The Company has established a Remuneration Committee in compliance
with Rule 3.25 of the Listing Rules and the Corporate Governance Code. The
primary duties of the Remuneration Committee are to review and make
recommendations to the Board on the terms of remuneration packages,
bonuses and other compensation payable to our Directors and other senior
management.

As at 31 December 2020, the Remuneration Committee consisted of five
members: Professor Huang Yong, Mr. Gao Hong, Ms. Fu Qiang, Mr. Ma
Shaohua and Mr. Lu Jingsheng. Professor Huang Yong, Mr. Ma Shaohua
and Mr. Lu Jingsheng are independent non-executive Directors. Mr. Gao
Hong is an executive Director. Ms. Fu Qiang is a non-executive Director.
Professor Huang Yong is the chairman of the Remuneration Committee.
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Mr. Lu Zhong retired as an independent non-executive Director and a
member of the Remuneration Committee with effect from 30 June 2020. Dr.
Tyen Kan Hee Anthony has agreed to leave the Board as an independent
non-executive Director and a member of the Remuneration Committee with
effect from 30 June 2020. Professor Huang Yong was appointed as the
chairman of the Remuneration Committee with effect from 30 June 2020.
Mr. Gao Hong, Ms. Fu Qiang, Mr. Ma Shaohua and Mr. Lu Jingsheng were
appointed as members of the Remuneration Committee with effect from 30
June 2020.

During the year ended 31 December 2020, as there was no change to the
remuneration policy and structure of the Directors and senior management,

the Remuneration Committee did not convene any meeting.

Nomination and Corporate Governance Committee

The Company has established a Nomination and Corporate Governance
Committee in compliance with the Corporate Governance Code. The primary
duties of the Nomination and Corporate Governance Committee are to make
recommendations to the Board on the appointment of Directors and
management of Board succession.

As at 31 December 2020,

Committee consisted of four members: Mr. Li Yangyang, Professor Huang

the Nomination and Corporate Governance

Yong, Mr. Ma Shaohua and Mr. Lu Jingsheng. Mr. Li Yangyang is an
executive Director, Professor Huang Yong, Mr. Ma Shaohua and Mr. Lu
Jingsheng are independent non-executive Directors. Mr. Li Yangyang is the
chairman of the Nomination and Corporate Governance Committee.
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During the year ended 31 December 2020, the Nomination and Corporate REZ_Z_FTF+_A=+—HIFE "
Governance Committee held one meeting. The attendance record of the 1RAKRTEEARAZESDEIT RN EE - 17
Nomination and Corporate Governance Committee members is set outin B R GCEERZESHRENZZ LB E

the table below: RTE&:

Number of meetings
attended/eligible to attend
during the year ended

Name of Committee Member 31 December 2020 Attendance rate

BE-F=-%F

+TZA=+—-BLFE
ZEEREN®S HE ATHESEBERK o FE &
Mr. Li Yangyang'"! =HEHEE" N/A 3 3 N/A 738 A
Mr. Chen Xian" PR 5% o A P 1/1 100%
Professor Huang Yong =EBHE 1/1 100%
Mr. Ma Shaohua® Bk LD N/A 73 A N/A 73 F
Mr. Lu Jingsheng" BE R A S N/A A~ N/A N iE
Mr. Yang Eric Qing" BB AT 1/1 100%
Mr. Lu Zhong" BB &AL 1/ 100%
Dr. Tyen Kan Hee Anthony"” H#=EiE £ 1/1 100%
o Mr. Li Yangyang was appointed as Chairman of the Board, an executive Director " FPHLLEERZEERESFCER HITES
and the chairman of the Nomination and Corporate Governance Committee iRERhtxELRZEEXTR BT =%

with effect from 30 June 2020. FRA=ZTHRER -

@ Mr. Chen Xian resigned as a non-executive Director and a member of the 2 RZEECBHTHFNITEETRIREREEE
Nomination and Corporate Governance Committee with effect from 5 February RELBEHME B-_E-_—F_AREBE4LE
2021. B o

© Mr. Ma Shaohua was appointed as an independent non-executive Director and BLERGEREZERBIFANTEETRRSR

a member of the Nomination and Corporate Governance Committee with effect Lo ¥ERZBEERE BT _ZTF A

from 30 June 2020. =tHBEH

“ Mr. Lu Jingsheng was appointed as an independent non-executive Director and Bi?i%i%?ﬁ??%ﬁi#iﬂ 1 %%&%%
a member of the Nomination and Corporate Governance Committee with effect Li¥ERZEBEEHE B _ZF XA
from 30 June 2020. =+BREK-

2 Mr. Yang Eric Qing resigned as an executive Director and the chairman of the BELAEERHANTEETRREREEE

Nomination and Corporate Governance Committee with effect from 30 June ZEeFRF B-_ZE_ZTEFARA=T+H tEE

2020. B o

8 Mr. Lu Zhong retired as an independent non-executive Director and a member ¥ BREEDRME ﬁiiFiﬂ i%&ﬁ% R4

of the Nomination and Corporate Governance Committee with effect from 30 XEREZEEHNE B_ZT_TFRA=+

June 2020. R -

7 Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent ) H#HERLIEREREESTS  THEMLSH

non-executive Director and a member of the Nomination and Corporate UEBTESRRERLEERZEGK

Governance Committee with effect from 30 June 2020. B BZTZTFNA=-tAHBER -

_S_RFER
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Risk Prevention and Digital Assets Management
Committee

The Company has established a Risk Prevention and Digital Assets
Management Committee (formerly known as the Risk Management
Committee). The primary duties of the Risk Prevention and Digital Assets
Management Committee are to assist the Board in providing leadership,
direction, and oversight with regard to the Group’s overall risk appetite and
tolerance and risk management framework, including risk policies and
process and controls, and in managing and supervising the Group’s digital
assets [(including but not limited to all digital IT tangible and intangible
assets developed and used by the Group, such as product backends, IT

intangible assets, data assets, information databases, and digital
currencies).
As at 31 December 2020, the Risk Prevention and Digital Assets

Management Committee consisted of five members: Mr. Gao Hong, Mr. Ma
Shaohua, Ms. Fu Qiang, Mr. Liu Jiang and Mr. Lu Jingsheng. Mr. Gao Hong
is the chairman of the Risk Prevention and Digital Assets Management

Committee.

During the year ended 31 December 2020, the Risk Prevention and Digital
Assets Management Committee held two meetings. The attendance record
of the Risk Prevention and Digital Assets Management Committee members
is set out in the table below:

Name of Committee Member

ERHERBTEEECEZES

ARBERIBBRHERBFEEEELZS
g(AEERERZESR) HTEBRERHEY
EEeRE KEREBASENEREAR
TF&?EEEK%@WJ‘FH%& R (B R R IK

BERIEFARESN) YAEENHFEER
BETRRERERS TELEE BEERE
E BlBBERBRFEBSAEEGER
RO —UBFTNAERRETLEE)ETE

BEE-

R-ZF_FF+_A=+—8 ARHZER
BFrEEEHZESHRAEREAK &R
5‘E$~%¢¥5‘E$*1§%§ﬁt~§ﬂl§‘ﬁi&ﬁ§
REEE RERERABHERBFTEE

EEZEELIR -

%Zi* “EET_A=t+—BHIEFE-
B ERBFEEERZEGCETMA

%a&"ﬂﬁﬁiﬁﬁh&%%ﬁ?% BLZEEXE

WEELELHEHN TR

Number of meetings
attended/eligible to attend
during the year ended

31 December 2020
BE-ZT-%F%
t=A=t-ALEE

Attendance rate

ZEERENE HE AHEEBERE HE =
Mr. Gao Hong" S ot 2/2 100%
Mr. Ma Shaohua” B EE g AR 2/2 100%
Ms. Fu Qiang @} 82+ 2/2 100%
Mr. Liu Jiang" 25T e 2/2 100%
Mr. Lu Jingsheng" B R A S AV 2/2 100%
Dr. Tyen Kan Hee Anthony® H#EELY N/A T~ iE N/A TiE M
Mr. Lu Zhong"! BRELEY N/A A5 A N/A 3
o Mr. Gao Hong was appointed as an executive Director and the chairman of the ! [S¥ i%i E?‘%%ﬂﬁ%% &)—L ﬁ ﬁjﬁ = &%{
Risk Prevention and Digital Assets Management Committee with effect from 30 FEEERZEBSXEFE BT _ZTF XA
June 2020. E‘f’Ehi@Exﬁ

2 Mr. Ma Shaohua was appointed as an independent non-executive Director and

a vice chairman of the Risk Prevention and Digital Assets Management
Committee with effect from 30 June 2020.
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Mr. Liu Jiang was appointed as a member of the Risk Prevention and Digital
Assets Management Committee with effect from 30 June 2020.

@ Mr. Lu Jingsheng was appointed as an independent non-executive Director and

a member of the Risk Prevention and Digital Assets Management Committee
with effect from 30 June 2020.

© Dr. Tyen Kan Hee Anthony has agreed to leave the Board as an independent

non-executive Director and a member of the Risk Management Committee (now
known as the Risk Prevention and Digital Assets Management Committee) with
effect from 30 June 2020.

2 Mr. Lu Zhong retired as an independent non-executive Director and a member

of the Risk Management Committee (now known as the Risk Prevention and
Digital Assets Management Committee] with effect from 30 June 2020.

Code provision A.5.6 of the Corporate Governance Code stipulates that a
policy concerning diversity of board members should be adopted. The
Company adopted the Board diversity policy (the “Board Diversity Policy”
on 27 March 2015. The Nomination and Corporate Governance Committee
also reviewed and agreed on measurable objectives for implementing
diversity on the Board. The Company seeks to achieve Board diversity
through the consideration of a number of factors, including but not limited
to gender, age, cultural and educational background, ethnicity, professional
experience, skills and knowledge. The measurable objectives identified by
the Nomination and Corporate Governance Committee include: a material
number of Board members should have served as senior management with
companies; certain Board members should have experience with listed
companies; and certain Board members should have experience with
conducting businesses in the telecommunications industry. The Nomination
and Corporate Governance Committee is satisfied that the composition of
the Board is sufficiently diverse.
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Corporate Governance Report (Continued)

EXEERS (8)

As at the date of this annual report, the Board's composition under

diversified perspectives was summarized as follows:

Educational background
BEER

Gender

MR

Age Group

FheaR

Industry background
TEER

Position background
AL A5 R

Experience with listed company

ERRRER

Notes:

PhD : Doctor of Philosophy
Master : Master’s Degree
Bachelor : Bachelor’s Degree

RAFEHAY EFFEZ AR THNA

BCBL A AT
Bachelor 21 Master B+ PhD 1§+
Male 55 Female &Z
41-50 51-60
Telecom Industry T Others At
Senior Executive mARTTEIA B Professor %
Yes B No &
1 1 1 1 1 1 J
2 3 4 5 6 7 8
Number of Directors
ELIN
P 5E -
Bt B2
R 1= ng= - v
B4 B A

The Board is responsible for performing the following corporate governance

duties as required under the Corporate Governance Code:

o to develop and review the Company’s policies and practice on

corporate governance;

U to review and monitor the training and continuous professional

development of Directors and senior management;

o to review and monitor the Company's policies and practices on

compliance with legal and regulatory requirements;

U to develop, review and monitor the code of conduct and compliance

manual applicable to employees and Directors; and

o to review the Company’'s compliance with the Corporate Governance

Code and disclosure in the Corporate Governance Report.

Ourgame International Holdings Limited Annual Report 2020
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During the year, the Nomination and Corporate Governance Committee
reviewed and discussed the following nomination and corporate governance

matters:

. the re-appointment of Directors;

o the appointment of new Directors;

o the composition of the Board;

o the assessment of the independence of independent non-executive

Directors; and

o the draft reports of the Environmental, Social and Governance Report
and the Corporate Governance Report of the Group for the year ended
31 December 2019.

Code provision L.[d](ii] of the Corporate Governance Code stipulates that a
nomination policy should be formulated and adopted, and the Company
adopted a nomination policy accordingly on 29 March 2019. The main
contents of the nomination policy are set out below

Selection Criteria

In evaluating and selecting any candidate for directorship, the following

criteria (among other things) should be considered:
(al  Character and integrity.

(b)  Qualifications including professional qualifications, skills, knowledge
and experience and diversity aspects under the Board Diversity Policy

that are relevant to the Company’s business and corporate strategy.

(c)  Any measurable objectives adopted for achieving diversity on the
Board.

(d)  Requirement for the Board to have independent Directors in
accordance with the Listing Rules, and whether the candidate would
be considered independent with reference to the independence

guidelines set out in the Listing Rules

(e} Any potential contributions the candidate can bring to the Board in
terms of qualifications, skills, experience, independence and gender

diversity.

FR-REAREXEARZEGERA LW
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(ff  Willingness and ability to devote adequate time to discharge duties as

a member of the Board and/or Board committee(s) of the Company.

(g}  Such other perspectives that are appropriate to the Company’'s

business and succession plan and where applicable, may be adopted

and/or amended by the Board and/or the Nomination and Corporate

Governance Committee from time to time for nomination of Directors

and succession planning.

Nomination Procedures

(a) Appointment of New Director

(i)

(ii)

(iii)

(iv)

Where appropriate,

The Nomination and Corporate Governance Committee and/or
the Board should, upon receipt of the proposal on appointment
of new Director and the biographical information (or relevant
details) of the candidate, evaluate such candidate with reference
to the criteria as set out above to determine whether such

candidate is qualified for directorship;

If the process yields one or more desirable candidates, the
Nomination and Corporate Governance Committee and/or the
Board should rank them by order of preference based on the
needs of the Company and reference check of each candidate

(where applicable];

The Nomination and Corporate Governance Committee should
then recommend to the Board to appoint the appropriate
candidate for directorship, as applicable;

For any person that is nominated by a Shareholder for election
as a Director at the general meeting of the Company, the
Nomination and Corporate Governance Committee and/or the
Board should evaluate such candidate with reference to the
criteria as set out above to determine whether such candidate

is qualified for directorship.

the Nomination and Corporate Governance

Committee and/or the Board should make recommendation to

Shareholders in respect of the proposed election of Director at the

general meeting.

Annual Report 2020
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(b) Re-election of Director at General Meeting
(i]  The Nomination and Corporate Governance Committee and/or
the Board should review the overall contribution and service to
the Company of the retiring Director and the level of
participation and performance on the Board;

(il The Nomination and Corporate Governance Committee and/or
the Board should also review and determine whether the

retiring Director continues to meet the criteria as set out above;

(i) The Nomination and Corporate Governance Committee and/or
the Board should then make recommendation to Shareholders
in respect of the proposed re-election of Director at the general

meeting.

Where the Board proposes a resolution to elect or re-elect a candidate as
Director at the general meeting, the relevant information of the candidate
will be disclosed in the circular to Shareholders and/or explanatory
statement accompanying the notice of the relevant general meeting in

accordance with the Listing Rules and/or applicable laws and regulations.

The Nomination and Corporate Governance Committee will conduct regular
review on the structure, size and composition of the Board and this policy
and where appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy and business needs.

The Directors acknowledge their responsibility for preparing the financial

statements of the Company for the year ended 31 December 2020.

The Directors are not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern.
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The Company appointed Grant Thornton Hong Kong Limited ("Grant
Thornton”) as the external auditor for the year ended 31 December 2020. A
statement by Grant Thornton about their reporting responsibilities for the
financial statements is included in the Independent Auditor's Report on
pages 109 to 115 of this annual report.

The remuneration paid/payable to Grant Thornton in respect of audit
services and non-audit services for the year ended 31 December 2020
amounted to RMB1.5 million and RMBO0.2 million, respectively. The non-
audit services mainly include the review of the interim financial statements
of the Company, reporting accountant's work on the Group’s acquisitions

and tax compliance services.

The Board acknowledges that it is responsible for the risk management and
internal control systems and reviewing their effectiveness. Such systems
are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Company has established internal control policies and documents in
respect of information and communication, monitoring, anti-cheating
programs, revenue and receivables, purchase and payables, information
security and intellectual property rights, financial management, financial
reports, fixed and intangible assets, human resources, taxation, investment,
legal management and research and development. The Board considered
the resources, staff qualifications and experience, training programs and
budget of the Company’s accounting, internal audit and financial reporting

functions are adequate.

The Group's internal control system includes a well-established
organizational structure with clearly defined lines of responsibilities and
authority. On 30 June 2020, the Risk Management Committee was renamed
as the Risk Prevention and Digital Assets Management Committee to review
and manage the assets of the Company, assist the Board in providing
leadership, direction, and oversight with regard to the Group’s overall risk
appetite and tolerance and risk management framework. Thereafter, an in-
house asset management department was also formed in order to assist
the Risk Prevention and Digital Assets Management Committee in reviewing
and managing debts and assets of the Company.

Annual Report 2020
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The Company also has an Internal Audit Department (the “IA Department”)
which primarily performed internal audit and reviewed the internal control
system of the Group to ensure the effectiveness of internal control
procedures and strict compliance with different standards and policies
across different businesses and operations of the Group during the year
ended 31 December 2020.

To manage the risks regarding inside information, we have adopted the
Model Code as the Company's own code of conduct for dealing in securities
of the Company by the Directors. Having made specific enquiry of all
Directors, the Company confirmed that all members of the Board complied
with the Model Code during the year ended 31 December 2020. Senior
management, executives and staff who, because of their offices in the
Company are likely to possess inside information, have also been requested
to comply with the Model Code for securities transactions. No incident of
non-compliance with the Model Code by such employees was noted by the
Company during the year ended 31 December 2020.

The Directors are of the view that procedures, systems and controls should
be strengthened and improved to make a proper assessment of the financial
conditions and prospects of the Group on an ongoing basis.

Ms. Ng Sau Mei, an associate director of TMF Hong Kong Limited (a
company secretarial services provider), serves as the company secretary of
the Company. Her primary contact person at the Company is Ms. Xiao

Yundan, head of the legal department of the Company.

During the year ended 31 December 2020, Ms. Ng Sau Mei has undertaken
not less than 15 hours of relevant professional training in compliance with
Rule 3.29 of the Listing Rules.
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Convening of Extraordinary General Meetings by
Shareholders

Pursuant to article 12.3 of the Articles of Association, the Board may,
whenever it thinks fit, convene extraordinary general meetings. General
meetings shall also be convened on the written requisition of any two or
more Shareholders deposited at the principal office of the Company in Hong
Kong or, in the event the Company ceases to have such a principal office,
the registered office specifying the objects of the meeting and signed by the
requisitionists, provided that such requisitionists held as at the date of
deposit of the requisition not less than one-tenth of the paid up capital of
the Company which carries the right of voting at general meetings of the
Company.

General meetings may also be convened on the written requisition of a
Shareholder which is a recognised clearing house (or its nominee(s))
deposited at the principal office of the Company in Hong Kong or, in the
event the Company ceases to have such a principal office, the registered
office specifying the objects of the meeting and signed by the requisitionist,
provided that such requisitionist held as at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company

which carries the right of voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting to be held within a further
21 days, the requisitionist(s) themselves or any of them representing more
than one-half of the total voting rights of all of them, may convene the
general meeting in the same manner, as nearly as possible, as that in which
meetings may be convened by the Board provided that any meeting so
convened shall not be held after the expiration of three months from the
date of deposit of the requisition, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be

reimbursed to them by the Company.
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Putting Forward Enquiries to the Board and Contact
Details

For putting forward any enquiries to the Board, Shareholders may send
written enquiries to the Company. The Company will not normally deal with

verbal or anonymous enquiries.

Shareholders may send their enquiries or requests as mentioned above to
the following:

Address: 10/F, Tower B Fairmont, No. 1 Building, 33# Community,
Guangshun North Street, Chaoyang District, Beijing
For the attention of the Board of Directors

Fax: +86 10 8472 5350

Email: ir@ourgame.com

The Company considers that effective communication with Shareholders is
essential for enhancing investor relations and investor understanding of the
Group's business performance and strategies. The Company endeavours to
maintain an ongoing dialogue with Shareholders and in particular, through
annual general meetings and other general meetings. At the AGM, Directors
(or their delegates as appropriate) will be available to meet Shareholders

and answer their enquiries.

Code provision E.1.5 of the Corporate Governance Code stipulates that a
dividend policy should be formulated and adopted, and the Company
adopted a dividend policy accordingly. The main principles and guidelines of
the dividend policy are set out below

(a)  The Company does not have any pre-determined dividend payout

ratio.

(b)  The Board has the discretion to declare and distribute dividends to
the shareholders of the Company subject to the requirements of the
Articles of the Association, Cayman Islands law and other applicable

laws and regulations and the dividend policy.
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(c)]  The Board shall have regard to the factors of the Group, including
past financial results, past and forecasted cash flows, business
conditions and strategies, future operations and earnings, capital
requirements and expenditure plans, interests of shareholders, any
restrictions on payment of dividends (including contractual
restrictions, i.e. from financing-related agreements] and any other
factors that the Board may consider relevant, when considering the
declaration and payment of dividends.

(d)  Depending on the financial conditions of the Company and the Group
and the principles and factors set out herein, dividends may be
proposed and/or declared by the Board for a financial year or period
in the form of an interim dividend, a final dividend, a special dividend
and/or any distribution of net profits that the Board may deem
appropriate. Any final dividend for a financial year will be subject to
shareholders” approval. The Company may declare and pay dividends
by way of cash or scrip or by other means that the Board considers
appropriate.

(e} Any dividend unclaimed shall be forfeited and shall revert to the

Company in accordance with the Articles of Association.

(f) Any final dividend for a financial year will be subject to shareholders’

approval.

(g} The Company may declare and pay dividends by way of cash or scrip
or by other means that the Board considers appropriate.

For the avoidance of doubt, there is no assurance that dividends will be paid
in any particular amount for any given period notwithstanding the adoption
of this policy. If the Board decides to recommend, declare or pay dividends,
the form, frequency and amount will depend upon the situation and
applicable factors at the relevant time. The Board will review this policy as

appropriate from time to time.

During the year ended 31 December 2020, the Company did not make any
significant changes to its constitutional documents. The latest version of the
Company’'s Memorandum and Articles of Association is available on the

websites of the Company and the Stock Exchange.
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Independent Auditor’s Report
BIREEIRS

Grant Thornton
2 [=]

To the members of Ourgame International Holdings Limited
(incorporated in the Cayman Islands with limited liability]

OPINION

We have audited the consolidated financial statements of Ourgame
International Holdings Limited [the “Company”) and its subsidiaries (together,
the “Group”] set out on pages 116 to 280, which comprise the consolidated
December 2020, and the
consolidated statement of profit or loss and other comprehensive income,

statement of financial position as at 31

the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant

accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion on
these matters.
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Independent Auditor’s Report (Continued)
BUKBERS (8)

Key audit matters identified in our audit are summarised as follows: HRBEENERSFEMMANT
Impairment assessment of properties, plant and ME RBERRERIEREESE
equipment and right-of-use assets B9 3k 18 5% 1

Refer to notes 2.6, 2.14, 2.20, 4.1(c), 11, 17, and 18 to the consolidated financial statements.

R A EHmREARM E2.6 214220 4.1(c) ~ 1117518 °
Key Audit Matter
BRENSEE

How the matter was addressed in our audit

FERETRNNEERESE

As at 31 December 2020, the Group has property, plant and equipment
of RMB48,723,000 (net of impairment loss of RMB51,318,000) and right-
of-use assets of RMB12,196,000 (net of impairment loss of
RMB27,981,000).

Impairment indication was noted as at 31 December 2020. The
management performed impairment assessment by measuring the
recoverable amount of cash generating units ("CGUs") to which the
property, plant and equipment and right-of-use assets belongs, based
on value-in-use of the CGUs supported by future discounted cash flows.

We identified the impairment assessment of property, plant and
equipment and right-of-use assets as key audit matter because of their
significance to the consolidated financial statements and the level of
subjectivity associated with the assumptions used in estimating the
recoverable amount of the CGUs, including cash flows forecast, growth
rate used to extrapolate the cash flows and the rate at which they are
discounted.

RZZT-_ZTF+_A=+—H BEEEEDE BMEERIBA
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Our audit procedures in relation to the
impairment assessment of CGUs to which the
property, plant and equipment and right-of-use
assets belong included:

— reviewing the cash flow forecast of the
CGUs prepared by the management and
comments provided by client’s finance
advisors after reviewing of the cash flow
forecast prepared by the management;

— assessing the reasonableness of key
assumptions (including operating margins,
long-term growth rates and discount rates)
based on our knowledge of the business
and industry and taking into account of the
accuracy of previous forecasts and
historical information; and

— testing the management’s sensitivity
calculations by applying our own sensitivity
analysis to the cash flows forecast, long-
term growth rates and discount rates to
ascertain the extent to which reasonable
adverse changes would, either individually
or in aggregate require an impairment of
either the property, plant and equipment
and right-of-use assets.
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Independent Auditor’s Report (Continued)

BUZHENRS (&)

Provision for expected credit losses (“ECL”) of financial

assets

Refer to notes 2.10, 4.1(a),
RIRE MG R M E2.10 -4.1(a)
Key Audit Matter

BEENSEE

11826

EHMEENRBPEEER([AH
BEEIR]) &iE

11 and 26 to the consolidated financial statements.

How the matter was addressed in our audit

EEEBHRNAEEEEEE

For the year ended 31 December 2020, the
Group recognised ECL on financial assets
(including trade and other receivables and
non-current prepayment) amounting to
RMBA47,084,000.

ECL are based on management’s estimation
by taking into account the credit loss
experience, ageing of overdue receivables,
debtors’ repayment history and debtors’
financial position and an assessment of both
the current and forecast general economic
conditions, all of which involve a significant

degree of management judgments.

We identified the ECL assessment of
financial assets as a key audit matter
because the assessing ECL of financial
assets is a subjective area because it
requires the management’s judgement and

uses of estimates.
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Our audit procedures in relation to the ECL on financial assets included:

— reviewing and assessing the application of the Group’s policy for
calculating the ECL;

— evaluating techniques and methodology in the ECL model against the

requirements of IFRS 9;

— assessing the reasonableness of management’s loss allowance
estimates by examining the information used by management to form
such judgements,
default data,

appropriately adjusted based on current economic conditions and

including testing the accuracy of the historical
evaluating whether the historical loss rates are

forward-looking information and examining the actual losses recorded
during the current financial year and assessing whether there was an

indication of management bias when recognising loss allowances; and

— evaluating the design, implementation and operating effectiveness of
key internal controls which govern credit control, debt collection and

estimation of ECL.
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Independent Auditor’s Report (Continued)
BUKBERS (8)

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the 2020 annual report of the
Company, but does not include the consolidated financial statements and
our auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with IFRSs
issued by the IASB and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

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

The directors assisted by the audit committee are responsible for

overseeing the Group's financial reporting process.

@ Ourgame International Holdings Limited Annual Report 2020
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Independent Auditor’s Report (Continued)
BUKBERS (8)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.

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

taken on the basis of these consolidated financial statements.

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

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

omissions, misrepresentations, or the override of internal control.

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

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures

made by the directors.
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Independent Auditor’s Report (Continued)
BUKBERS (8)

o Conclude on the appropriateness of the directors” use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with the audit committee regarding, among other matters,
the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify
during our audit.

We also provide the audit committee with a statement that we have
complied with relevant ethical requirements regarding independence, and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable
actions taken to eliminate threats or safeguards applied.

@ Ourgame International Holdings Limited Annual Report 2020
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Independent Auditor’s Report (Continued)
BUKBERS (8)

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

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

21 April 2021

Tong Kin Keung
Practising Certificate No.: P07190
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
ﬁ%iﬁé&ﬁf@%ﬁﬂiéi‘%

Fortheyear ended 31 December2020 HE T —_ZTF+-_A=+—HILFE
2020 2019
—EZEF —ZE-hEF
Notes RMB’000 RMB'000
i3 ARBT T ARBT T
(Restated)
(&5
CONTINUING OPERATIONS: BEREER:
Revenue A b 110,407 144,661
Cost of revenue S ONTEN (85,745) (92,763)
Gross profit ER 24,662 51,898
Other income H b e 7 7,640 3,586
Selling and marketing expenses HERMSHERER (4,192) (31,024)
Administrative expenses TR (170,345) (172,867)
Share-based compensation expense PARR 17 73 BB B9 Bl 2 A =2 37 (25,978) (2,992)
Research and development expenses MEER (155) (393)
Finance costs Eﬂiéfﬁm& 8 (42,271) (13,265)
Share of profits/(losses) of associates, net 2t B & 2 8% 1,/ (B 18)
F R 20 3,813 (2,273)
Fair value changes of financial assets at BAnBE \BRZemEE
fair value through profit or loss ZRREEE 42[g) (13,373) (28,668
Fair value changes of convertible notes MRRBE AR EE 31 (6,902) -
Gain/[Loss) on deregistration/disposal/ BUBFEM LS BN E A R
rescission of subsidiaries Z W= (E18) 4,682 (56,025)
Loss on disposal of associates HEBE AR BB - (12,213]
Loss on disposal of financial assets at fair ~ HEXR A A EFABEZ S/
value through profit or loss BECZER = (672)
Loss on conversion of convertible notes EMATRR R 2 BB 31 (47,711) —
Impairment of assets BERME " (126,383) (175,474)
Loss before income tax from continuing BESEER ZRAERA
operations BB (396,513) (440,382)
Income tax (expensel/credit FER (Fx) & 9 (152) 687
Loss for the year from continuing REFESEEEZERER
operations 10 (396,665) (439,695)
DISCONTINUED OPERATIONS: DRIEREER:
Loss after tax for the year from discontinued & PR3 B B 48 1F 48 & 2 7% 1 B
operations MiIgEE 44 (5,923) (16,570)
Loss for the year FREE (402,588) (456,265)
Other comprehensive loss for the year FREMZEEFE
ltem that may be subsequently reclassified E#Z A EHHEZETNEE ¢
to profit or loss:
Currency translation differences EHBEER (26,129) (8,938)
Total comprehensive loss for the year FRAEXEEEAEH (428,717) (465,203)
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Consolidated Statement of Profit or Loss and

Other Comprehensive Income (Continued)

REBDRAMEENSR (&)

Fortheyear ended 31 December2020 & EZ T - F

FH-_A=+t—HILFE

2020 2019
—E-2F —E-NF
Notes RMB’000 RMB'000
i3 ARBT ARETTT
(Restated]
(E71)
Loss for the year attributable to: THATEEFRNESE:
Equity holders of the Company KAGERFEAA
— Continuing operations —RBELEER (180,806) (410,646)
— Discontinued operations —BERIEREER (5,586) (8,567)
Non-controlling interests FEPE AR
— Continuing operations —RBELEER (215,859) (29,049]
— Discontinued operations —DRIEREET (337) (8,003)
(402,588) (456,265)
Total comprehensive loss for the year TIHATEEFEFRZEER
attributable to: A
Equity holders of the Company RAGIERFEBA
— Continuing operations —RBELEER (179,881 (403,593)
— Discontinued operations —DRIEREET (14,637) (12,957)
Non-controlling interests ik ER
— Continuing operations —RBELEED (213,811) (36,549)
— Discontinued operations —ERIEREER (20,388) (12,104)
(428,717) (465,203)
Loss per share BRER
(expressed in RMB cents per share) (AEBRARESH|TR) 13
Basic loss per share BREXRERE
— From continuing operations —RERBEEEER (17.12) (37.92)
— From discontinued operations —REERIEREER (0.53) (0.80]
(17.65) (38.72)
Diluted loss per share BhEEER
— From continuing operations —RERBEREER (17.12) (37.92)
— From discontinued operations - REERIEEEER (0.53) (0.80]
(17.65) (38.72)

The notes on pages 124 to 280 form part of these consolidated financial

statements.
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Consolidated Statement of Financial Position

fm S B RRE

Asat31December2020 R—ZE—_ZTHE+_-A=+—H

2020 2019
—EEF —ZE—NF
Notes RMB’000 RMB'000
B 2 AR®ET T ARET T
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment Y- BERERE 17 48,723 145,260
Right-of-use assets REEE 18 12,196 89,732
Interests in associates YR E/NE R O e 20 4,250 437
Goodwill SES 21 — 101,249
Intangible assets BEAE 22 1,253 281,455
Loans to third parties KYE=ZFZERX 23 - 6,443
Financial assets at fair value through BEAnE AEBmzER®
profit or loss BE 24 69,683 63,414
Non-current prepayments IEM B TE N RRIA 25 = 24,617
136,105 712,407
Current assets RBEE
Inventories T8 464 504
Trade and other receivables f’f%&ﬁ{ﬁ}?@iﬂﬁl%ﬁlﬁ 26 51,906 50,512
Loans to third parties BTE=ZFZER 23 - 4,068
Restricted bank balances SR EIIRITA 27 32,622 25,463
Bank balances and cash IRITHEHRNIRS 28 79,417 185,848
164,409 266,395
Assets of disposal group classified as DERBEHENLE
held for sale HRE E 7 434,853 —
599,262 266,395
Current liabilities REBEE
Trade and other payables B 5 K EMENRE 29 52,228 87,453
Deferred revenue PR FEH A 30 13,493 40,741
Convertible notes R E R 31 13,610 96,506
Lease liabilities HEAaE 32 6,231 7,674
Loans payable BB 33 12,789 —
Income tax liabilities FrEfiatE 1,940 1,264
100,291 233,638
Liabilities of disposal group classified as held ~ #iEAIFEHENLE
for sale HelaE 4y 90,111 —
190,402 233,638
Net current assets REBEEFE 408,860 32,757
Total assets less current liabilities BEERRTSHERE 544,965 745,164
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Consolidated Statement of Financial Position (Continued)
e BERRE (B)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

2020 2019
—g-®¥F  -—T-AF
Notes RMB’000 RMB'000

B aE ARET T ARETT

Non-current liabilities kRBEE
Convertible notes Al N R 31 9,734 —
Lease liabilities HEard 32 44,944 85,530
Loans payable BB 33 2,401 —
Deferred tax liabilities FEERIEE & 34 — 2,415
57,079 87,945
Net assets EEFE 487,886 657,219
EQUITY B
Share capital [i& 7 35 335 340
Reserves & 36 240,615 418,371
Equity attributable to equity holders of RAREREE ARG
the Company Em 240,950 418,711
Non-controlling interests R R 246,936 238,508
Total equity ERER 487,886 657,219
Li Yangyang Gao Hong
=55 P
Director Director
e e

The notes on pages 124 to 280 form part of these consolidated financial 1242280 B M A AR E W ME — 5D ©
statements.
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Consolidated Statement of Changes in Equity
mOERBER

Fortheyearended 31 December2020 HEZE =T —_TF + A=+ —HIFE

Equity attributable to equity holders of the Company

ARARERAAEG RS
Shares held
under the Non-
Share Share  Statutory  Translation  Share option Other Share Award Retained controlling Total
capital premium reserve reserve reserve reserve Scheme earnings Sub-total interests equity
RERHZD
BA ROEE AEHA AERE BREEE  EZ0BE SESELRD 227 N FERER s
RMB'000 RMB'000 ~ RMB00  RMB000 RMB'000 RMB'000 RMB000 RMB000 RMB000 RMB'000 RMB'000
ARBTR ARETR ARBTT ARETR ARETT ARETR ARBTL ARETR ARETT ARETT ARETL
[Note 36)  (Note 38(al] ~ Note 3[b)) Note 36lcl)  [Note 36(d]) Note 37)
(Rtsk3e)  (Hskaelal)  (BrEaslol) (RizE36lc))  (RfzE36lal) (Ftzx37)
Balance at 1 January 2019 RZB-AE-F-R2
360 109509 38,025 35575 117,102 48,183 (12942 317,995) 963,382 16,592 979,974
Total comprehensive income/lloss) ~ §E2E K/ (#18) A%
for the year
Loss for the year EEEE - - - - - - - [E19.213) [(419.213) (37052 (456,265
Other comprehensive income for the £ EH 2 BN %
year
Currency translation differences EBEEEE - - - [9.441) - - - - (9.441) 503 (8,938
- - - 9,441) - - - (419.213) (428,654) (36,549) (465,203)
Transactions with owners REEARS
Share-based compensation IRHAERNHS
[Note 37(g)] (B3E3719)) - - - - 1,281 1914 - - 3195 - 3195
Transfer upon forfeiture of share RERBERERESR
options - - - - [2.369) - - 2369 - - -
Purchase of shares for Share Award  §tAR {3 513t 218 B R 13
Scheme (Note 37(d) (GEXY) - - - - - - (2300) - (2300) - (2300
Deem gain/loss) on Spin-off Blepfls/ (58) - - - - - (31 - - Men 284S 141,553
Total transactions with owners HEEAZAAE - - - - (1088 (116998 (2300 2369 (16017 258465 162,648
Balance at 31 December 2019 RZZ2-1§
tZR=1-B2EH 340 1,085,09% 38,025 2,134 118,014 [66,815) [1526)  (734839) 418711 238,508 887,219
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Consolidated Statement of Changes in Equity (Continued)
ROERBBR (B)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

Equity attributable to equity holders of the Company

RRARERAEARLER
Shares held
under the Non-
Share Share  Statutory Translation Share option Other Share Award Retained controlling Total
capital premium reserve reserve reserve reserve Scheme earnings  Sub-total interests equity
RERGEE
BRA  ROEE EERE RERE BRERE E4RE HHLSEZRH  REEA Nt FERER AgR
RMB'000 RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTRT ARMTR AR%TR AR%TR ARMTR AR®TT ARBTRT ARBTR ARMTR AR¥T:R
(Note 36)  (Note 36(al] ~ (Note 36(b)) (Note 38(c])  Note 36(d)) (Note 37)
(HHE36)  (Mt&E3elal) (HizE36(b)) (HFaE36lc))  (Ri&E36(d)) (HrE37)
Balance at 1 January 2020 RZB-BF-f-H2
33 340 1,055,09 38,025 26,134 116,014 (66,815) (15,242) (734,839) 418,711 238,508 657,219
Total comprehensive loss FE2EFRLR
for the year
Loss for the year FRER = = = = = - —  (186392)  (186,392)  (216,196)  (402,588)
Other comprehensive loss for EREMZEEE
the year
Currency translation differences ERREER - - - (8,126) - - - - 8,126) (18,003) (26,129)
- - - (8,126) - = = (186,392) (194,518) (234,199) (628,717)
Transactions with owners BEEARS
Share-based compensation IR RER MM S
[Note 37(d) and Note 37(g)) (P 3371 K2 i 52371g)) - - - - 27,202 533 - 21,135
Transfer upon forfeiture of share RRBERERER
options - - - - (79) - - il - - -
Cancellation of issuance of shares s #1717 (3£35)
[Note 35) (5) (31,531) = = = = = = (31,536) = (31,536)
Deemed gain on dilution of interestin 4R /E & HH B2 FliE# 2
subsidiaries fie: - - - - - 22,859 - - 22,859 242,627 265,486
Deregistration of subsidiaries BEERHEAR - - (1,188) - - - - 1,188 - - -
Purchase of shares for Share Award  3tiR {3 Bt 28R B IR 17
Scheme (Note 371d)) (8 3£371d) - - - - - - (2,301) - 2,301) — (2,301)
Total transactions with owners BEFARSLE (5) (31,531) (1,188) - (79) 50,061 (1,768) 1,267 16,757 242,627 259,384
Balance at 31 December 2020 RZBZEE
+ZR=t+-BzE&# 335 1,023,563 36,837 18,008 115,935 (16,754) (17,010) (919,964) 240,950 246,936 487,886

The notes on pages 124 to 280 form part of these consolidated financial ~F124E280E M RAGA P B RE —2 5 -
statements.

HREEZRERAT —E-SEER @



Consolidated Statement of Cash Flows
TOREMER

Fortheyear ended 31 December2020 HE T —_ZTF+-_A=+—HILFE
2020 2019
—E-EE —ET—hEF
Notes RMB’000 RMB'000
Bt AR®T ARETT
Cash flows from operating activities KRETEMBZRER
Loss before income tax R P 15 B Al B 18
— Continuing operations —RHEREER (396,513) (440,382
— Discontinued operations —BERIEEEER 44b) (6,707) (16,570
(403,220) (456,952)
Adjustments for: BT SEEL AR :
Depreciation of property, plant and equipment ME - BERZEBTE 32,767 34,499
Depreciation of right-of-use assets FREEENE 13,814 12,889
Amortisation of intangible assets mE A RSN 38,627 63,127
Interest expenses FERAX 45,035 14,873
Bank interest income ]RIT A B A (377) (606)
Interest income from loans to associates REMBEERRIREERZ
FE WA — (72)
Impairment of assets BERE 126,383 175,474
Loss on disposal of property, plant and equipment EEWE BERIXEEE 748 72
Gain on disposal of right-of-use assets HEFEREEERZ — (104)
(Gain)/Loss on deregistration/disposal/rescission of ~ HUH Eﬂﬂ/ﬂj &S B
subsidiaries ~E(WE) B8 (4,682) 56,025
Loss on disposal of associates HEBERNRZEE — 12,213
Loss on disposal of financial assets at fair value HEEAABFABRZ
through profit or loss TREECEIE = 672
Loss on a strategic initiative Th—IB BURE AR FZ%TE‘ 25,196 —
Fair value changes of financial assets at fair value BAnBEt ABERZE/
through profit or loss BEZAREEZD 13,373 28,668
Loss on conversion of convertible notes B RRRIR B8 47,711 -
Fair value changes of convertible notes AR EEZ AR ESE 6,902 —
Share of (profits)/losses of associates DiaEE N A CaFl), B (3,813) 2,273
Share-based compensation expense LARR 15 7% FE 5 69 BN < A <2 27,735 3,195
COVID-19 related rent concession received B WO 2w kS AE R 2 1
SEE (4,395) —
Exchange difference [E 5 =58 22,662 25,459
Operating loss before working capital changes LEASEYRI KLEEE (15,534) (28,295)
Decrease in inventories FER 40 229
(Increase)/Decrease in trade and other receivables B 5 REMERRE M,
D (53,240) 20,160
Increase in trade and other payables B 5 N H At & R IE 1 AN 66,857 178,304
(Decreasel/Increase in deferred revenue EIEW A R A),/35 hn (14,391) 1,840
Cash (used in)/generated from operations K& (R EEZRE (16,268) 172,238
Interest received B A E 377 606
Income tax refund/(paid) iR @/(Eﬁ) FriG % 524 (958)
Interest expenses FERAX (7,732) (7,404)
Net cash (used in)/generated from operating KESER (TR FEzES
activities FE (23,099) 164,482
Cash flows from investing activities RETEMBZHRERE
Increase in restricted bank balances PR i8R 17 45 &R 8 A0 (32,621) (25,463)
Payment in strategic investment agreement BB E BB K (10,355) —
Purchase of property, plant and equipment BEME  WE R&E (4,149) (23,737)
Purchase of intangible assets BERTLEE (43,986) (119,152)
Addition in development costs through internal i P AR B B 2 B B AN B N
development — (1,205)
Acquisition of subsidiary, net of cash acquired W BT B A A - R B EUS
RBe (24) —
Net cash outflows from rescission of a subsidiary }E&fﬁ—?ﬁ MBAR 2B ERE
S — (157)
Purchases of financial assets at fair value through ﬁ%)\} RREFAERZ R
profit or loss BE (19,725) (8,501)
Net cash inflow from disposal of subsidiaries HEMRBARZRE R AFR — 5
Proceeds from disposal of financial assets at fair value EZ AR BT ABmZ SR
through profit or loss BEMBHRE — 17,363
Addition of loans to third parties %%@s’ﬁ 72 B ERIEm - (9,150)
Repayment of loans to third parties BEBLTE=-FZEX 4,068 28,862
Net cash used in investing activities RETEHRMAZEESFE (106,792) (141,135)
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Consolidated Statement of Cash Flows (Continued)

mEeREAREBR(E)
Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE
2020 2019
=F=2F —FAF
Notes RMB’000 RMB'000
B 5 AR® T ARBTF T
Cash flows from financing activities MEITHMEBZRERE

Interest expenses ﬂ S X (5,294) —
Repayment of amount due to an associate B FE T — B 2 2 R 2 FRE — (840)
Proceeds from issuance of convertible notes BT R ERATSRE 62,129 26,479
Repayment in convertible notes BEABRER (48,322) -
Proceeds from loan payable J"gﬁ%??’\ 115 708 10,993 —

Proceeds from issuance of share capital —MH B R RS
of a subsidiary ,%ZIE 48,322 —
Payment of lease liabilities HEABEMNK (13,164) (9,416)
Purchase of shares under Share Award Scheme $ETFHXT%§§@J TEIBERMD (2,301) (2,300)
Net cash from financing activities RETHMEZRESEER 52,363 13,923

Net (decrease)/increase in cash and cash equivalents RERREZEY (R L)
8 0 R (77,528) 37,270
Cash and cash equivalents at beginning of year FNEERESEEY 185,848 155,811
Effect of foreign exchange rate changes EXxgs¥E (5,198) (7,233)
Cash and cash equivalents at end of year RERZEESRELSEEY 28 103,122 185,848

The notes on pages 124 to 280 form part of these consolidated financial ~ S5124ZE280 A s A A4 E M EHKR —#H -
statements.
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Notes to the Consolidated Financial Statements
S BmETMEE

Fortheyearended 31 December2020 HEZE =T —_TF + A=+ —HIFE

GENERAL INFORMATION

Ourgame International Holdings Limited [the “Company”) was
incorporated in the Cayman Islands on 4 December 2013 as an
exempted company with limited liability under the Companies Law (2013
Revision) of the Cayman Islands. The address of the Company's
registered office is P.0. Box 309, Ugland House, Grand Cayman KY1-
1104, Cayman Islands. The Company’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited since 30 June
2014 (the “Listing”].

The Company is an investment holding company and its subsidiaries
(collectively, the “Group”] are principally engaged in the development
and operation of online card and board games, organising and
broadcasting online to offline mind-sports events, tournaments, TV
shows and contents [collectively, the “Online Games Business”)
primarily in the People’'s Republic of China (the "PRC"), ("Lianzhong
Group”) and the United States (the "US”), (the "AESE Group”). The
Group is expanding the eSports, sports e-commerce business and
other non-card-and-board games new internet businesses (collectively,

the “eSports Business”] globally.

Pursuant to the applicable PRC laws and regulations, foreign
investors are prohibited from holding equity interest in an entity
conducting online game business and are restricted to conduct value-
added telecommunications services. In order to enable investments
be made into the restricted businesses, the Company established
subsidiaries, Beijing Lianzhong Garden Network Technology Co., Ltd.
(S RBRRERGEEIEEREME2AR, "WFOE 17 and Tianjin
Lianhzhong Lequ Technology Development Co., Ltd. (K2R 44
KERBR AT, "WFOE 27) (together, the "WFOEs"), which are wholly
foreign owned enterprises incorporated in the PRC. The WFOEs have
entered into a series of contractual arrangements (the “Contractual
Arrangements”) with Beijing Lianzhong Co., Ltd. (At F Bt R B BHA94E A%
MAEBRAT], “Beijing Lianzhong”) and Beijing Guangyao Hudong
Technology Development Co., Ltd. QLR E ERIREHEBR A A,
“Beijing Guangyao”] and their respective equity holders, which enable
the WFOEs and the Group to:

— exercise effective financial and operational control over Beijing

Lianzhong and Beijing Guangyao;

= exercise equity holders’ voting rights of Beijing Lianzhong and
Beijing Guangyao;

@ Ourgame International Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements (Continued)
RS MMM 5F ()

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

GENERAL INFORMATION (continued)

— receive substantially all of the economic interest returns
generated by Beijing Lianzhong and Beijing Guangyao and their
subsidiaries in consideration for the business support, technical
and consulting services provided by WFOEs, at WFOEs’

discretion;

— obtain an irrevocable and exclusive right to purchase all or part
of equity interest in and/or assets of Beijing Lianzhong and
Beijing Guangyao from the respective equity holders at a
minimum purchase price permitted under the PRC laws and
regulations. WFOEs may exercise such options at any time until
it has acquired all equity interests and/or all assets of Beijing
Lianzhong and Beijing Guangyao;

— obtain a pledge over the entire equity interest of Beijing
Lianzhong and Beijing Guangyao from their respective equity
holders as collateral security for all of Beijing Lianzhong and
Beijing Guangyao’'s payments due to WFOEs and to secure

performance of Beijing Lianzhong and Beijing Guangyao’s
obligations under the Contractual Arrangements.

The details of the Contractual Arrangements are set out in the
prospectus issued by the Company dated 18 June 2014 (the
“Prospectus”] and the announcement issued by the Company dated 9
February 2017.

The Group does not have any equity interest in Beijing Lianzhong and
Beijing Guangyao and its subsidiaries. However, as a result of the
Contractual Arrangements, the Group has rights to variable returns
from its involvement with Beijing Lianzhong and Beijing Guangyao and
has the ability to affect those returns through its power over Beijing
Lianzhong and Beijing Guangyao and is considered to control Beijing
Lianzhong and Beijing Guangyao and hence the Beijing Lianzhong and
Beijing Guangyao Group. Consequently, the Company regards the
Beijing Lianzhong and Beijing Guangyao Group as consolidated
structured entities under International Financial Reporting Standards
("IFRSs”). The Group has consolidated the financial position and
results of the Beijing Lianzhong and Beijing Guangyao Group in the
consolidated financial statements.

Nevertheless, the Contractual Arrangements may not be as effective
as direct legal ownership in providing the Group with direct control
over the Beijing Lianzhong and Beijing Guangyao Group and
uncertainties presented by the PRC legal system could impede the
Group's beneficiary rights of the results, assets and liabilities of the
Beijing Lianzhong and Beijing Guangyao Group. The directors of the
Company, based on the advice of its legal counsel, consider that the
Contractual Arrangements are in compliance with relevant PRC laws
and regulations and are legally enforceable.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

GENERAL INFORMATION (continued)

The consolidated financial statements are presented in Renminbi
("RMB”), unless otherwise stated.

The financial statements for the year ended 31 December 2020 were
approved for issue by the board of directors (the “Board”) on 21 April
2021.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1 Basis of preparation

These annual consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
("IFRSs”) which collective term includes all applicable individual
International Financial Reporting Standards, International Accounting
Standards and Interpretations issued by the International Accounting
Standards Board.

The consolidated financial statements also comply with the disclosure
requirements of the Hong Kong Companies Ordinance and include
the applicable disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
("Listing Rules”).

On 19 January 2021, Allied Esports Entertainment Inc. ("AESE")
entered into a Stock Purchase Agreement ("SPA”), as amended on 19
March 2021 and 29 March 2021 SPA, to sell 100% of the capital stock
of its wholly-owned subsidiary, Club Services Inc ("CSI”). CSI owns
100% of each of the legal entities that collectively operate or engage
in the Company’s poker-related business. World Poker Tour ("WPT")
is an internationally televised gaming and entertainment company
that has been involved in the sport of poker since 2002 and created a
television show based on a series of high-stakes poker tournaments.
Due to the Group committed to a plan to sell the WPT business (the
“Disposal Group”) prior to 31 December 2020. Accordingly, the
Disposal Group has been reclassified as “Discontinued operations”
and its assets and liabilities also reclassified as “Assets of disposal
group classified as held for sale” and “Liabilities of disposal group
classified as held for sale”. Details of which are set out in the
Company’'s announcements on 19 January 2021, 23 March 2021, 29
March 2021 and 30 March 2021 and the circular of the Company dated
10 March 2021.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (Continued)

The details of the disposal of WPT business are set out in Note 44 and
Note 45.

The significant accounting policies that have been used in the
preparation of these consolidated financial statements are
summarised below. These policies have been consistently applied to
all the years presented unless otherwise stated. The adoption of new
or amended IFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in Note 3.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial assets and liabilities
which are stated at fair values. Non-current assets and disposal
group held for sale are stated at the lower of carrying amount and fair
value less costs to sell. The measurement bases are fully described

in the accounting policies below.

As of 31 December 2020, AESE had cash of RMB2,768,000 (not
including restricted bank balance of RMB32,622,000, see Note 27).
For the years ended 31 December 2020 AESE incurred net losses
from continuing operations of RMB349,133,000 (2019
RMB109,528,000).

As of 31 December 2020, AESE had total convertible notes of
RMB23,344,000 which mature on 23 February 2022 (including
RMB13,610,000 will be paid upon the sale of WPT, and classified as
current liabilities). As of 31 December 2020, AESE Group also had
total loans payable of RMB15,190,000 which mature on 23 February
2022 (including RMB12,789,000 will be paid upon the sale of WPT, and
classified as current liabilities).

—EE+_HA=1+—HLFE

2.

SXREE PR E @

2.1 REEX%E @)

BRAHEWPTELNFIE
B 5T 45 o

E N Y3

N X B A B 52 AR A B R AR B P AR
ReEREHBR - BRRBHEHAN &
ERRCEBEZINFEERER - K®
Al R EFTERMERE LA R
SEMBHRRZFZE(WAE) XK EIW

=

RETEMEERARRAABEIR
I BRE M BHRREUNFE LK AEER
BloERBEERIFELDE 2L EHAT
) 1% BR T B B 32 A 7 BRI S KR (A
REERBE)FNR -G 2EER T
R 2 i o

BHE-_Z-_ZF+=-H=+—H " AESE
BAERES AR?2768000T(TEIEZR
#9817 45 #8 A R #£32,622,0007T © (R K
H27) BE-_Z-_ZTHF+=-A=1+—H
IEFE AESEEARBIFBEREER 2
B8 %5 A R#349,133,000c (=& — A
&= AR #¥109,528,0007T) °

HE-Z T+ =-A=+—H " AESE
EHBEER-_ZE-_—_F-_A=_+=H0E
HA Ay AT 32 AR BB A R 6 23,344,000 7T (2
AN R #13,610,0007T #& A H SEWPT &
XY BEARHEB -HBHEZ-Z
ZEFF+ZA=+—H AESETNA HE
ER-_ZE-_—F_-_A-—+=B2HnE
NEFRARE15190,0007T (BIEARE
12,789,000 7 #5 1A tH EWPT#& X 4+ St &
HAERSHAE) -

e

BRERERETRAY

—e-eEER @



Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (Continued)

In March 2020, the World Health Organisation declared the outbreak
of a novel coronavirus ["COVID-19") as a pandemic which continues to
spread throughout the US. As a global entertainment company that
hosts numerous live events with spectators and participants in
destination cities, the outbreak has caused people to avoid traveling
to and attending these events. Allied Esports’ has cancelled or
postponed live events, and before the reopening of Allied Esports’
flagship gaming arena located at the Luxor Hotel in Las Vegas,
Nevada on June 25, 2020, the business was operating online only. The
arena is currently running under a modified schedule and limited
capacity (up to 65% capacity depending on the event) for daily play and
weekly tournaments. AESE is continuing to monitor the outbreak of
COVID-19 and the related business and travel restrictions, and
changes to behavior intended to reduce its spread, and the related
impact on the AESE’s operations, financial position and cash flows, as
well as the impact on its employees. Due to the rapid development
and fluidity of this situation, the magnitude and duration of the
pandemic and its impact on the AESE’s future operations and liquidity
is uncertain as of the date of this report. While there could ultimately
be a material impact on operations and liquidity of AESE, at the time
of issuance, the extent of the impact cannot be determined.

The aforementioned factors raise substantial doubt about the AESE’s

ability to continue as a going concern in coming twelve months.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (Continued)

The going concern of AESE is dependent upon attaining and
maintaining profitable operations and, until that time, raising
additional capital as needed. The AESE's ability to generate positive
cash flow from operations is dependent upon generating sufficient
revenues. To date, AESE’s operations have been funded by the Group,
as well as through the issuance of convertible debt, and with cash
acquired in the prior reorganization. As disclosed in Note 44, AESE
had received US$10 million cash deposit from the Buyer in connection
with the sale of the WPT business subsequent to 31 December 2020,
but subject to refund and compensation clauses if the sale transaction
is terminated by AESE, the remaining proceed is expected to receive
in the close of transaction during the second quarter of 2021. Should
AESE be unable to continue in business as a going concern,
adjustments would have to be made to restate its value of assets to
their recoverable amounts and to provide for any further liabilities
which might arise and to reclassify non-current assets and liabilities
as current assets and liabilities respectively. The effect of these
potential adjustments have not been reflected in the consolidated

financial statements.

It should be noted that accounting estimates and assumptions are
used in preparation of the consolidated financial statements. Although
these estimates are based on management’s best knowledge and
judgement of current events and actions, actual results may
ultimately differ from those estimates. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are

disclosed in Note 4.

2.2 Basis of consolidation

The consolidated financial statements incorporate the consolidated
financial statements of the Company and its subsidiaries made up to

31 December each year.

Subsidiaries are entities controlled by the Group. The Group controls
an entity when the Group is exposed, or has rights, 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 over the entity, only substantive rights relating

to the entity (held by the Group and others) are considered.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Basis of consolidation (Continued)

The Group includes the income and expenses of a subsidiary in the
consolidated financial statements from the date it gains control until
the date when the Group ceases to control the subsidiary.

Intra-group transactions, balances and unrealised gains and losses
on transactions between group companies are eliminated in preparing
the consolidated financial statements. Where unrealised losses on
sales of intra-group asset are reversed on consolidation, the
underlying asset is also tested for impairment from the Group’'s
perspective. Amounts reported in the financial statements of
subsidiaries have been adjusted where necessary to ensure
consistency with the accounting policies adopted by the Group.

Non-controlling interests represent the equity on a subsidiary not
attributable directly or indirectly to the Company, and in respect of
which the Group has not agreed any additional terms with the holders
of those interests which would result in the Group as a whole having a
contractual obligation in respect of those interests that meets the
definition of a financial liability. For each business combination, the
Group can elect to measure any non-controlling interests either at
fair value or at their proportionate share of the subsidiary’s net
identifiable assets.

Non-controlling interests are presented in the consolidated statement
of financial position within equity, separately from the equity
attributable to the owners of the Company. Non-controlling interests
in the results of the Group are presented on the face of the
consolidated statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and total
comprehensive income for the year between non-controlling interests

and the owners of the Company.

Changes in the Group's interests in subsidiaries that do not result in a
loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of 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.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Basis of consolidation (Continued)

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between [i) the aggregate of
the fair value of the consideration received and the fair value of any
retained interest and (ii] the previous carrying amount of the assets
(including goodwilll, and Lliabilities of the subsidiary and any non-
controlling interests. Where certain assets of the subsidiary are
measured at revalued amounts or fair values and the related
cumulative gain or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts previously recognised
in other comprehensive income and accumulated in equity are
accounted for as if the Company had directly disposed of the related
assets (i.e., reclassified to profit or loss or transferred directly to
retained earnings). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting under IFRS
9 “Financial Instruments” or, when applicable, the cost on initial

recognition of an investment in an associate or a joint venture.

In the Company’'s statement of financial position, subsidiaries are
carried at cost less any impairment loss unless the subsidiary is held
for sale or included in a disposal group. Cost is adjusted to reflect
changes in consideration arising from contingent consideration
amendments. Cost also includes direct attributable costs of

investment.

The results of subsidiaries are accounted for by the Company on the
basis of dividends received and receivable at the reporting date. All
dividends whether received out of the investee's pre or post-
acquisition profits are recognised in the Company’s profit or loss.

2.3 Business combinations

Acquisitions of subsidiaries and businesses are accounted for using
the acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the
Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are recognised in
profit or loss as incurred.

Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair

values at the acquisition date.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Business combinations (Continued)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity in
the acquiree (if any) over the net of the acquisition-date amounts of
the identifiable assets acquired and liabilities assumed. If, after
assessment, the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value on the acquirer’'s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as bargain purchase gain.

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from a contingent
consideration arrangement, the contingent consideration is measured
at its acquisition-date fair value and considered as part of the
consideration transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or gain on
bargain purchase. Measurement period adjustments are adjustments
that arise from additional information obtained during the
measurement period about facts and circumstances that existed as of
the acquisition date. Measurement period does not exceed one year
from the acquisition date. The subsequent accounting for changes in
the fair value of the contingent consideration that do not qualify as
measurement period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is classified
as equity is not remeasured at subsequent reporting dates and its
subsequent settlement is accounting for within equity. Contingent
consideration that is classified as a financial liability is remeasured at
subsequent reporting dates at fair value with corresponding gain or
loss being recognised in profit or loss.

Changes in the value of the previously held equity interest recognised
in other comprehensive income and accumulated in equity before the
acquisition date are reclassified to profit or loss when the Group
obtains control over the acquiree.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs, the
Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional assets or
liabilities are recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date that, if
known, would have affected the amounts recognised as of that date.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Associates

An associate is an entity over which the Group has significant
influence, which is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint

control of those policies.

In consolidated financial statements, an investment in an associate is
initially recognised at cost and subsequently accounted for using the
equity method. Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets, liabilities and
contingent Lliabilities of the associate recognised at the date of
acquisition is recognised as goodwill. The goodwill is included within
the carrying amount of the investment and is assessed for impairment
as part of the investment. The cost of acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets given,
liabilities incurred or assumed and equity instruments issued by the
Group, plus any costs directly attributable to the investment. Any
excess of the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit or loss in the
determination of the Group’s share of the associate’s profit or loss in
the period in which the investment is acquired.

Under the equity method, the Group’s interest in the associate is
carried at cost and adjusted for the post-acquisition changes in the
Group’'s share of the associate’s net assets less any identified
impairment loss, unless it is classified as held for sale (or included in
a disposal group that is classified as held for sale). The profit or loss
for the year includes the Group’s share of the post-acquisition, post-
tax results of the associate for the year, including any impairment
loss on the investment in associate recognised for the year. The
Group’s other comprehensive income for the year includes its share

of the associate’s other comprehensive income for the year.

Unrealised gains on transactions between the Group and its associate
are eliminated to the extent of the Group's interest in the associates.
Where unrealised losses on assets sales between the Group and its
associate are reversed on equity accounting, the underlying asset is
also tested for impairment from the Group’s perspective. Where the
associate uses accounting policies other than those of the Group for
like transactions and events in similar circumstances, adjustments
are made, where necessary, to conform the associate’s accounting
policies to those of the Group when the associate’s financial

statements are used by the Group in applying the equity method.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Associates (Continued)

When the Group's share of losses in an associate equals or exceeds
its interest in the associate, the Group does not recognise further
losses, unless it has incurred legal or constructive obligations or
made payments on behalf of the associate. For this purpose, the
Group's interest in the associate is the carrying amount of the
investment under the equity method together with the Group’s long-
term interests that in substance form part of the Group’s net
investment in the associate.

After the application of equity method, the Group determines whether
it is necessary to recognise an additional impairment loss on the
Group's investment in its associates. At each reporting date, the
Group determines whether there is any objective evidence that the
investment in associate is impaired. If such indications are identified,
the Group calculates the amount of impairment as being the
difference between the recoverable amount (i.e. higher of value in use
and fair value less costs of disposal) of the associate and its carrying
amount. In determining the value in use of the investment, the Group
estimates its share of the present value of the estimated future cash
flows expected to be generated by the associate, including cash flows
arising from the operations of the associate and the proceeds on
ultimate disposal of the investment.

The Group discontinues the use of equity method from the date when
it ceases to have significant influence over an associate. If the
retained interest in that former associate is a financial asset, the
retained interest is measured at fair value, which is regarded as its
fair value on initial recognition as a financial asset in accordance with
IFRS 9. The difference between (i) the fair value of any retained
interest and any proceeds from disposing of a part interest in the
associate; and (i) the carrying amount of the investment at the date
the equity method was discontinued, is recognised in the profit or
loss. In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that
associate on the same basis as would have been required if the
associate had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in other
comprehensive income by the investee would be reclassified to profit
or loss on the disposal of the related assets or liabilities, the entity
reclassifies the gain or loss from equity to profit or loss [as a
reclassification adjustment) when the equity method is discontinued.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Foreign currency translation

The consolidated financial statements are presented in Renminbi
("RMB"), which is also the functional currency of the Company.

In the individual financial statements of the consolidated entities,
foreign currency transactions are translated into the functional
currency of the individual entity using the exchange rates prevailing at
the dates of the transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at that date. Foreign exchange gains
and losses resulting from the settlement of such transactions and
from the reporting date retranslation of monetary assets and

liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not
retranslated (i.e. only translated using the exchange rates at the

transaction date).

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a currency
different from the Group's presentation currency, have been
converted into RMB. Assets and liabilities have been translated into
RMB at the closing rates at the reporting date. Income and expenses
have been converted into the RMB at the exchange rates ruling at the
transaction dates, or at the average rates over the reporting period
provided that the exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been recognised in other
comprehensive income and accumulated separately in the translation

reserve in equity.

Goodwill and fair value adjustments arising on the acquisition of a
foreign operation have been treated as assets and liabilities of the
foreign operation and translated into RMB at the closing rates.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Foreign currency translation (Continued)

On the disposal of a foreign operation (i.e., a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation, or loss of
significant influence over an associate that includes a foreign
operation), all of the accumulated exchange differences in respect of
that operation attributable to the Group are reclassified to profit or
loss. Any exchange differences that have previously been attributed to
non-controlling interests are derecognised, but they are not
reclassified to profit or loss.

In the case of a partial disposal (i.e., no loss of control) of a subsidiary
that includes a foreign operation, the proportionate share of
accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss. For all
other partial disposals (i.e., of associates not involving a change of
accounting basis), the proportionate share of the accumulated

exchange differences is reclassified to profit or loss.

2.6 Property, plant and equipment

Property, plant and equipment (other than construction in progress
as described below) are initially recognised at acquisition cost or
manufacturing cost, including any cost directly attributable to bringing
the assets to the location and condition necessary for them to be
capable of operating in the manner intended by the Group’'s
management. They are subsequently stated at cost less accumulated
depreciation and accumulated impairment losses, if any.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group's
accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and
ready for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are

ready for their intended use.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Property, plant and equipment (Continued)

Depreciation is recognised so as to write off the cost of assets, other
than construction in progress, less their residual values over their
estimated useful lives, using the straight-line method, as follows:
Leasehold improvements Shorter of remaining term of the
lease and the estimated useful
lives of the assets
Computer equipment 3to 5years
Furniture and office equipment 3 to 5 years
Motor vehicles S years

Production equipment S years

Estimates of residual value and useful life are reviewed, and adjusted
if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is determined as the
difference between the sales proceeds and the carrying amount of the

asset and is recognised in profit or loss.

Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other
costs, such as repairs and maintenance, are charged to profit or loss

during the financial period in which they are incurred.

2.7 Goodwill

Set out below are the accounting policies on goodwill arising on
acquisition of a subsidiary. Accounting for goodwill arising on
acquisition of investment in an associate is set out in Note 2.4.

Goodwill arising in a business combination is recognised as an asset
at the date that control is acquired (the acquisition date]. Goodwill is
measured as the excess of the aggregate of the fair value of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the Group’s
interest in the net fair value of the acquiree’s identifiable assets and

liabilities measured as at the acquisition date.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7 Goodwill (continued)

If, after reassessment, the Group's interest in the fair value of the
acquiree’s identifiable net assets exceeds the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any), the excess is recognised

immediately in profit or loss as a bargain purchase gain.

Goodwill is stated at cost less accumulated impairment losses.
Goodwill is allocated to cash-generating units and is tested annually

for impairment (see Note 2.20).

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised is included in the determination of the amount of
gain or loss on disposal.

2.8 Intangible assets (other than goodwill) and
research and development activities

Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost. After initial
recognition, intangible assets with finite useful lives are carried at
cost less accumulated amortisation and any accumulated impairment
losses. Amortisation for intangible assets with finite useful lives is
provided on straight-line basis over their estimated useful lives.
Amortisation commences when the intangible assets are available for
use. The following useful lives are applied:
Computer software 1 to S years
Game intellectual properties, trademark and licenses 2 to 10 years
Brand name (of the Disposal Group) 1 to 10 years
Programmes and film rights (of the Disposal Group) 5to 10 years
Unfinished contracts 1to 10 years

Customer relationships 5 years

Intangible assets with indefinite useful lives are carried at cost less

any subsequent accumulated impairment losses.

The assets” amortisation methods and useful lives are reviewed, and
adjusted if appropriate, at each reporting date.

Intangible assets, with finite and indefinite useful lives, are tested for

impairment as described below in Note 2.20.
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Notes to the Consolidated Financial Statements (Continued)
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Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Intangible assets (other than goodwill) and
research and development activities (Continued)

Research and development costs

Costs associated with research activities are expensed in profit or
loss as they occur. Costs that are directly attributable to development
activities are recognised as intangible assets provided they meet the

following recognition requirements:

(i) demonstration of technical feasibility of the prospective product
for internal use or sale;

(i) there is intention to complete the intangible asset and use or

sell it;

(i)  the Group's ability to use or sell the intangible asset is
demonstrated;

(iv]  the intangible asset will generate probable economic benefits

through internal use or sale;

(v) sufficient technical, financial and other resources are available
for completion; and

(vi)  the expenditure attributable to the intangible asset can be

reliably measured.

Direct costs include employee costs incurred on development
activities along with an appropriate portion of relevant overheads. The
costs of development of internally generated software, products or
knowhow that meet the above recognition criteria are recognised as
intangible assets. They are subject to the same subsequent

measurement method as acquired intangible assets.

All other development costs are expensed as incurred.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when the
Group becomes a party to the contractual provisions of the financial
instrument.

Financial assets are derecognised when the contractual rights to the
cash flows from the financial asset expire, or when the financial asset
and substantially all of its risks and rewards are transferred. A
financial liability is derecognised when it is extinguished, discharged,

cancelled or expires.

Financial Assets

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant
financing component and are measured at the transaction price in
accordance with IFRS 15, all financial assets are initially measured at
fair value, in case of a financial asset not at fair value through profit
or loss ("FVTPL"), plus transaction costs that are directly attributable
to the acquisition of the financial asset. Transaction costs of financial
assets carried at FVTPL are expensed in the consolidated statement
of profit or loss and other comprehensive income.

Financial assets, other than those designated and effective as hedging
instruments, are classified into the following categories:

—  amortised cost; or

— FVTPL.

The classification is determined by both:

—  the entity’s business model for managing the financial asset;
and

— the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are
recognised in profit or loss are presented within “finance costs” or
“other income”, except for expected credit losses ("ECL") of financial

assets which is presented within “impairment of assets”.
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Notes to the Consolidated Financial Statements (Continued)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. BEREFHBRBUE @

POLICIES (continued)

2.9 Financial instruments (Continued)

Financial assets (Continued)

Subsequent measurement of financial assets

Debt investments

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets meet

the following conditions (and are not designated as FVTPL]:

— they are held within a business model whose objective is to hold
the financial assets and collect its contractual cash flows; and

—  the contractual terms of the financial assets give rise to cash
flows that are solely payments of principal and interest on the
principal amount outstanding.

After initial recognition, these are measured at amortised cost using
the effective interest method. Interest income from these financial
assets is included in “other income” in profit or loss. Discounting is
omitted where the effect of discounting is immaterial. The Group's
bank balances and cash, restricted bank balances, trade and other
receivables and loans to third parties fall into this category of financial

instruments.

Financial assets at FVTPL

Financial assets that are held within a different business model other
than “hold to collect” or “hold to collect and sell” are categorised at
FVTPL. Further, irrespective of business model, financial assets
whose contractual cash flows are not solely payments of principal and

interest are accounted for at FVTPL.

Equity investments

An investment in equity securities is classified as FVTPL unless the
equity investment is not held for trading purposes and on initial
recognition of the investment, the Group elects to designate the
investment at FVOCI [non-recycling) such that subsequent changes in
fair value are recognised in other comprehensive income and
accumulated in “fair value reserve — non-recycling” in equity. Such
elections are made on an instrument-by-instrument basis, but only
be made if the investment meets the definition of equity from the

issuer’s perspective.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

POLICIES (continued)

2.9 Financial instruments (Continued)

Financial assets (Continued)

Subsequent measurement of financial assets (Continued)

Debt investments [Continued]

Equity investments (Continued)

The equity instruments at FVOCI| are not subject to impairment
assessment. The cumulative gain or loss in “fair value reserve — non-
recycling” will not be reclassified to profit or loss upon disposal of the
equity investments, and will be transferred to retained earnings.

Dividends from these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive the
dividends is established, unless the dividends clearly represent a
recovery of part of the cost of the investment. Dividends are included
in the “other income” in profit or loss.

Financial liabilities

Classification and measurement of financial liabilities

The Group’s financial liabilities include trade and other payables,
convertible notes, loans payable and lease liabilities.

Financial liabilities (other than lease liabilities] are initially measured
at fair value, and, where applicable, adjusted for transaction costs
unless the Group designated a financial liability at FVTPL.

Subsequently, financial liabilities (other than lease liabilities) are
measured at amortised cost using the effective interest method
except for derivatives and financial liabilities designated at FVTPL,
which are carried subsequently at fair value with gains or losses
recognised in profit or loss (other than derivative financial instruments
that are designated and effective as hedging instruments).

All interest-related charges and, if applicable, changes in an
instrument’s fair value that are reported in profit or loss are included

within “finance costs” or “other income”.

Accounting policies of lease liabilities are set out in Note 2.14.

@ Ourgame International Holdings Limited Annual Report 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. BEREFHBRBUE @

29 M T 8 (a)

& ml & & (8)
THEECRESE (&)

EERE (&)

RARE (&)
BAREAARMGEZEKRE ZBEAR
BHRBETRENE REERAEKRE
B I2AERKE - THEE AN R
WRKEBRTEER Y BEER MF
BARE AN o

B I A 5 BR B i PR I E BB 0 R B AR A
7 A E 7N 5 BN B B B A B ST B
ZEBRATAREMFSRENBERE
B BRBFANBRATEMBUEAL-

TR B8

THEEND BRI E
AEENERABEEREIREMEN
KRB AHRER BNERALEE
BfE-

SBEEBARAENRARED
S8 UHZFRAWER) TIAHE
B RAREREEERAL BN AREN
LB R -

R cRAEGEEREMNERE
BRA ORI B AGE - MR TE IR
REFABEHNTETARSRAEER
S HBERIBAAEIR  WERER
A48 28 A RE AR (38 8 ] B 1B /3 3
TEZUTEERT AR -

> ok

FERNBEAEHRNFNEABERRT
ARnrEEH(ME) Gt ATREKA]
I EAMKAIA -

HEBENSTBERIARME2.14 -



Notes to the Consolidated Financial Statements (Continued)
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M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Financial instruments (Continued)

Financial liabilities (Continued

Classification and measurement of financial liabilities [Continued)
Convertible notes

Convertible notes issued by a subsidiary of the Company are
designated as financial liabilities at FVTPL on initial recognition. The
conversion option allows the holder to convert the notes into ordinary
shares and will be settled other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of the
subsidiary’s own equity instruments, and therefore it does not meet
the equity classification. At the end of each reporting period,
subsequent to initial recognition, the entire convertible notes are
measured at fair value, with changes in fair value arising on
remeasurement recognised directly in profit or loss in the period in
which they arise, except for changes in fair value arising from the
subsidiary’s own credit risk which are presented in other
comprehensive income with no subsequent reclassification to profit
or loss.

Transaction costs that relate to the issuance of the convertible notes
designated as financial liabilities at FVTPL are charged to profit or

loss immediately.

Trade and other payables and loans payable

Trade and other payables and loan payable are recognised initially at
their fair value and subsequently measured at amortised cost, using
the effective interest method.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported
in the consolidated statement of financial position when there is a
legally enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis or realise the asset and settle
the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or

bankruptcy of the company or the counterparty.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10Impairment of financial assets

IFRS 9's impairment requirements use more forward-looking
information to recognise ECL — the "ECL model”. Instruments within
the scope included loans and other debt-type financial assets

measured at amortised cost and trade receivables.

The Group considers a broader range of information when assessing
credit risk and measuring ECL, including past events, current
conditions, reasonable and supportable forecasts that affect the

expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made
between:

— financial instruments that have not deteriorated significantly in
credit quality since initial recognition or that have low credit
risk ("Stage 1) and

—  financial instruments that have deteriorated significantly in
credit quality since initial recognition and whose credit risk is
not low ("Stage 27).

“Stage 3" would cover financial assets that have objective evidence of
impairment at the reporting date.

“12-month ECL" are recognised for the Stage 1 category while “lifetime
ECL" are recognised for the Stage 2 category.

Measurement of the ECL is determined by a probability-weighted
estimate of credit losses over the expected life of the financial
instrument.

@ Ourgame International Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10Impairment of financial assets (Continued)

Trade receivables

For trade receivables, the Group applies a simplified approach in
calculating ECL and recognises a loss allowance based on lifetime
ECL at each reporting date. These are the expected shortfalls in
contractual cash flows, considering the potential for default at any
point during the life of the financial assets. In calculating the ECL, the
Group has established a provision matrix that is based on its historical
credit loss experience and external indicators, adjusted for forward-
looking factors specific to the debtors and the economic environment.

To measure the ECL, trade receivables have been grouped based on
shared credit risk characteristics and the days past due.

Other financial assets measured at amortised cost

The Group measures the loss allowance for other receivables equal
to 12-month ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised
is based on significant increase in the likelihood or risk of default

occurring since initial recognition.

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of a default occurring
on the financial assets at the reporting date with the risk of default
occurring on the financial assets at the date of initial recognition. In
making this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available
without undue cost or effort.

In particular, the following information is taken into account when

assessing whether credit risk has increased significantly:

— an actual or expected significant deterioration in the financial
instrument’s external (if available] or internal credit rating;

— significant deterioration in external market indicators of credit
risk, e.g. a significant increase in the credit spread, the credit

default swap prices for the debtor;
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10Impairment of financial assets (Continued)

Other financial assets measured at amortised cost

(Continued)

— existing or forecast adverse changes in regulatory, business,
financial, economic conditions, or technological environment
that are expected to cause a significant decrease in the debtor’s

ability to meet its debt obligations;

— an actual or expected significant deterioration in the operating
results of the debtor; and

— an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations

Despite the aforegoing, the Group assumes that the credit risk on a
debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low credit
risk at the end of each reporting period. A debt instrument is
determined to have low credit risk if it has a low risk of default, the
borrower has strong capacity to meet its contractual cash flow
obligations in the near term and adverse changes in economic and
business conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfill its contractual cash flow

obligations.

For internal credit risk management, the Group considers an event of
default occurs when information developed internally or obtained
from external sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking into account any

collateral held by the Group).

Detailed analysis of the ECL assessment of trade receivables and
other financial assets measured at amortised cost are set out in Note
42(e).
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11Inventories

Inventories are carried at the lower of cost and net realisable value.
Net realisable value is the estimated selling price in the ordinary
course of business less the estimated cost of completion and
applicable selling expenses. Cost is determined using the first-in,
first-out ("FIFQ") method.

2.12Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand, demand
deposits with banks and short term highly liquid investments with
original maturities of three months or less that are readily convertible
into known amounts of cash and which are subject to an insignificant

risk of changes in value.

2.13Contract liabilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue (see
Note 2.18). A contract liability would also be recognised if the Group
has an unconditional right to receive consideration before the Group
recognises the related revenue. In such cases, a corresponding

receivable would also be recognised (see Note 2.9).

2.14Leases

Definition of a lease and the Group as a lessee

At inception of a contract, the Group considers whether a contract is,
or contains a lease. A lease is defined as ‘a contract, or part of a
contract, that conveys the right to use an identified asset (the
underlying asset] for a period of time in exchange for consideration'.
To apply this definition, the Group assesses whether the contract
meets three key evaluations which are whether:

— the contract contains an identified asset, which is either
explicitly identified in the contract or implicitly specified by
being identified at the time the asset is made available to the

Group;

—  the Group has the right to obtain substantially all of the
economic benefits from use of the identified asset throughout
the period of use, considering its rights within the defined scope
of the contract; and
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14 Leases (Continued)

Definition of a lease and the Group as a lessee (Continued)

— the Group has the right to direct the use of the identified asset
throughout the period of use. The Group assess whether it has
the right to direct "how and for what purpose’ the asset is used

throughout the period of use.

For contracts that contains a lease component and one or more
additional lease or non-lease components, the Group allocates the
consideration in the contract to each lease and non-lease component

on the basis of their relative stand-alone prices.

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-of-use
asset and a lease liability on the consolidated statement of financial
position. The right-of-use asset is measured at cost, which is made
up of the initial measurement of the lease liability, any initial direct
costs incurred by the Group, an estimate of any costs to dismantle
and remove the underlying asset at the end of the lease, and any
lease payments made in advance of the lease commencement date (net

of any lease incentives received).

The Group depreciates the right-of-use assets on a straight-Lline basis
from the lease commencement date to the earlier of the end of the
useful life of the right-of-use asset or the end of the lease term
unless the Group is reasonably certain to obtain ownership at the end
of the lease term. The Group also assesses the right-of-use asset for

impairment when such indicator exists.

At the commencement date, the Group measures the lease liability at
the present value of the lease payments unpaid at that date,
discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, the Group’'s incremental borrowing

rate.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14 Leases (Continued)

Measurement and recognition of leases as a lessee (Continued)
Lease payments included in the measurement of the lease liability
are made up of fixed payments [including in-substance fixed
payments] less any lease incentives receivable, variable payments
based on an index or rate, and amounts expected to be payable under
a residual value guarantee. The lease payments also include the
exercise price of a purchase option reasonably certain to be exercised
by the Group and payment of penalties for terminating a lease, if the
lease term reflects the Group exercising the option to terminate.

Subsequent to initial measurement, the liability will be reduced for
lease payments made and increased for interest cost on the lease
liability. It is remeasured to reflect any reassessment or lease
modification, or if there are changes in in-substance fixed payments.

The Group remeasures lease liabilities whenever:

—  there are changes in lease term or in the assessment of
exercise of a purchase option, in which case the related lease
liability is remeasured by discounting the revised lease
payments using a revised discount rate at the date of
reassessment.

—  the lease payments changes due to changes in market rental
rates following a market rent review, in which cases the related
lease liability is remeasured by discounting the revised lease
payments using the initial discount rate.

For lease modification that is not accounted for as a separate lease,
the Group remeasures the lease liability based on the lease term of
the modified lease by discounting the revised lease payments using a
revised discount rate at the effective date of modification. The only
exception is any rent concessions which arose as a direct
consequence of the COVID-19 pandemic and which satisfied the
conditions set out in paragraph 46B of IFRS 16 “Leases”. In such
cases, the Group took advantage of the practical expedient set out in
paragraph 46A of IFRS 16 and recognised the change in consideration
as if it were not a lease modification.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14 Leases (Continued)

Measurement and recognition of leases as a lessee (Continued)
When the lease is remeasured, the corresponding adjustment is
reflected in the right-of-use asset, or profit and loss if the right-of-

use asset is already reduced to zero.

The Group has elected to account for short-term leases using the
practical expedients. Instead of recognising a right-of-use asset and
lease liability, the payments in relation to these leases are recognised
as an expense in profit or loss on a straight-line basis over the lease
term. Short-term leases are leases with a lease term of 12 month or
less.

Right-of-use assets are presented as a separate line on the
consolidated statement of financial position.

Refundable rental deposits paid are accounted for under IFRS 9 and
initially measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments and included
in the cost of right-of-use assets.

2.15Provisions, contingent liabilities and
contingent assets

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a past event, and it is probable
that an outflow of economic benefits will be required to settle the
obligation and a reliable estimate of the amount of the obligation 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.

All provisions are reviewed at each reporting date and adjusted to
reflect the current best estimate.

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 uncertain events not wholly within the control of the
Group, are also disclosed as contingent Lliabilities unless the

probability of outflow of economic benefits is remote.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.15Provisions, contingent liabilities and
contingent assets (Continued)

Contingent liabilities assumed in a business combination which are
present obligations at the date of acquisition are initially recognised
at fair value, provided the fair value can be reliably measured. After
the initial recognition at fair value, such contingent liabilities are
recognised at the higher of the amount initially recognised, less
accumulated amortisation where appropriate, and the amount that
would be recognised in a comparable provision as described above.
Contingent liabilities assumed in a business combination that cannot
be reliably fair valued or were not present obligations at the date of

acquisition are disclosed as per above.

Probable inflows of economic benefits to the Group that do not yet
meet the recognition criteria of an asset are considered as contingent
assets.

2.16Share capital

Ordinary shares are classified as equity. Share capital is recognised
at the amount of consideration of shares issued, after deducting any
transaction costs associated with the issuing of shares (net of any
related income tax benefit] to the extent they are incremental costs

directly attributable to the equity transaction.

Repurchase of the Company’s own equity instruments is recognised
and deducted directly in equity. No gain or loss is recognised in profit
or loss on the purchase, sale, issue or cancellation of the Company's
own equity instruments.

(i) Shares held for share award scheme

Share awards granted under share award scheme are satisfied by
shares acquired by the trustee from the market. Where the
Company’s shares are acquired from the market by the trustee under
the share award scheme, the total consideration of shares acquired
from the market (including any directly attributable incremental
costs) is presented as “shares held for share award scheme” and
deducted from total equity. Upon vesting, the related costs of the
vested shares for share award scheme purchased from the market
are credited to “shares held for share award scheme”.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17Non-current assets, or disposal groups held
for sale and discontinued operation

Non-current assets, or disposal groups held for sale

Non-current assets, or disposal groups comprising assets and
liabilities, that are highly probable to be recovered principally through
sale rather than through continuing use, are classified as held for
sale. Immediately before classification as held for sale, the assets, or
components of a disposal group, are remeasured in accordance with
the Group's accounting policies. Thereafter generally the assets, or
disposal group, are measured at the lower of their carrying amount
and fair value less costs to sell. Any impairment loss on a disposal
group first is allocated to goodwill, and then to remaining assets and
liabilities on pro rata basis, except that no loss is allocated to
inventories, financial assets and deferred tax assets which continue
to be measured in accordance with the Group’s accounting policies.
Impairment losses on initial classification as held for sale and
subsequent gains and losses on remeasurement are recognised in
profit or loss. Gains are not recognised in excess of any cumulative
impairment loss.

Intangible assets and property, plant and equipment once classified
as held for sale are not amortised or depreciated. In addition, equity
accounting of equity-accounted investees ceases once classified as
held for sale.

Discontinued operation

A discontinued operation is a component of the Group that either has
been disposed of, or is classified as held for sale. The component
comprises operations and cash flows that can be clearly distinguished
from the rest of the Group and represents a separate major line of
business or geographical area of operations, is part of a single
coordinated plan to dispose of a separate major line of business or
geographical area of operations or is a subsidiary acquired exclusively
with a view to resale.

When an operation is classified as discontinued, a single amount in
the consolidated statement of profit or loss and other comprehensive
income comprising the total of: (i) the post-tax profit or loss of
discontinued operations and [ii) the post-tax gain or loss recognised
on the measurement to fair value less costs to sell or on the disposal
of the assets or disposal group(s) constituting the discontinued
operation.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition

Revenue arises mainly from provision of online gaming services, in-
person services, multiplatform content services and interactive
services.

To determine whether to recognise revenue, the Group follows a 5-step

process:
(1) Identifying the contract with a customer
(2)  Identifying the performance obligations

(3)  Determining the transaction price
(4)  Allocating the transaction price to the performance obligations

(5)  Recognising revenue when/as performance obligation(s] are

satisfied

In all cases, the total transaction price for a contract is allocated
amongst the various performance obligations based on their relative
stand-alone selling prices. The transaction price for a contract

excludes any amounts collected on behalf of third parties.

Revenue is recognised either at a point in time or over time, when (or
as) the Group satisfies performance obligations by transferring the
promised goods or services to its customers.

Where the contract contains a financing component which provides a
significant financing benefit to the customer for more than 12 months,
revenue is measured at the present value of the amount receivable
discounted using the discount rate that would be reflected in a
separate financing transaction with the customer, and interest
income is accrued separately under the effective interest method.
Where the contract contains a financing component which provides a
significant financing benefit to the Group, revenue recognised under
that contract includes the interest expense accreted on the contract

liability under the effective interest method.

Further details of the Group's revenue and other income recognition
policies are as follows:
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(1) Online gaming income

The Group is engaged in the development and operation of online card
and board games that consist of PC and mobile games. Games
include self-developed games, licensed games and third-party
operated games. The Group also organise and/or hosts online/offline

tournaments.

The Group's revenue is principally derived from the sale of in-game
virtual goods. Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and net of related
surcharges. Substantially all of the Group’s games are free to play
and players can pay for virtual goods for better in-game experience.
Players purchase our virtual currencies for PC games or mobile
games [collectively, the “Virtual Currencies’), through third-party
payment channels or the purchase of pre-paid game cards. The
Virtual Currencies can be used to exchange for virtual goods such as
personalised avatars and membership plans. Paying players usually

exchange their Virtual Currencies for the virtual goods shortly after
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measured reliably, revenue is recognised as follows:
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(a]  PC games a)] PCHES
Self-developed games and licensed games B 3 5 B B R b T 2

The Group has integrated online game platforms with multiple
distribution channels. The Group distributes locally installed PC
games and provides services through our proprietary PC client
portals, such as Ourgame Hall. The Group also offers web games
playable on web pages served by the Group on ourgame.com,
worldpokertour.com and by third-party distribution channels, which
include websites and web-based portals such as Baidu, Sina Weibo
and Qihoo 360.

For self-developed games and licensed games, the Group is
responsible for hosting the games, providing on-going updates of new
contents, technical support for the operations of the games, as well
as preventing, detecting and resolving in-game cheating and hacking
activities. Third-party distribution and payment channels are
responsible for distribution, marketing, platform maintenance, payer
authentication and payment collections related to the games.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. BEREFHBRBUE @

POLICIES (continued)

2.18 Revenue recognition (Continued)

(1)  Online gaming income (Continued)

(a]  PC games [Continued)

Self-developed games and licensed games [Continued,

Third-party distribution channels and payment channels collect the
payments from the paying players and remit the cash to the Group,
net of commission charges which are pre-determined according to
the relevant terms of the agreements entered into between the Group
and the third-party distribution or payment channels.

Upon the sales of Virtual Currencies, the Group typically has an
implied obligation to provide the services which enable the virtual
goods exchanged with the Virtual Currencies to be displayed or used
in the games. As a result, the proceeds received from sales of Virtual
Currencies are recorded as deferred revenue. With the pre-paid game
cards, paying players can credit their user accounts with virtual
currencies and exchange for virtual goods in the same way. Proceeds
received from the sale of pre-paid game cards are recorded as
deferred revenue. The attributable portion of the deferred revenue
relating to values of the virtual goods consumed are immediately or
ratably recognised as revenue only when the services are rendered to
the respective paying players.

For the purposes of determining when services have been provided to

the respective paying players, the Group has determined the

following:
— Consumable virtual goods represent items (i] that have a
predetermined service period; or (il where no service is

rendered by the Group for the virtual goods immediately after
purchase by the paying players. Revenue is recognised (as a
release from deferred revenue) when the goods are consumed
and the related services are rendered, or ratably over the
predetermined service period of the respective consumable
virtual goods.

— Durable virtual goods represent items that have no
predetermined service period and are accessible and beneficial
to paying players over an extended period of time. Revenue is
recognised ratably over the expected life of the respective
durable virtual goods ("Player Relationship Period”).
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. BEREFHBRBUE @

POLICIES (continued)

2.18 Revenue recognition (Continued)

(1) Online gaming income (Continued)

(a]  PC games [Continued)

Self-developed games and licensed games [Continued,

For self-developed games and licensed games, the computer systems
of the Group captures all player data, such as log-in data, purchase
and delivery records for the Virtual Currencies sold and the virtual
goods exchanged with the Virtual Currencies. The Group estimates
the Player Relationship Period based on an overall game by game
basis and platform by platform basis and reassesses such periods
annually. If there are insufficient data to determine the Player
Relationship Period, such as in the case of a newly launched game,
the Group estimates the Player Relationship Period based on other
similar types of games developed by the Group or by third-party
developers until the new game establishes its own patterns and
history. The Group mainly considers the paying players’ spending and
consumption behaviour in estimating the Player Relationship Period,
which typically represents the time interval between paying players’
consecutive recharges of their user accounts with additional Virtual
Currencies and represents a reasonable estimate of the average
expected life of the durable virtual items for the applicable game.

If the Group does not have the ability to differentiate revenue
attributable to durable virtual goods from consumable virtual goods
for a specific product, item or game, the Group recognises revenue
from both durable and consumable virtual goods ratably over the
average life of the durable virtual products or goods, or over the
Player Relationship Period.

For revenues relating to self-developed games and licensed games,
the Group has evaluated the roles and responsibilities of the Group,
the game license holders and the third-party distribution and payment
channels in the delivery of game experience to the paying players and
concluded the Group takes the primary responsibilities in rendering
services. The Group is determined to be the primary obligor and,
accordingly, the Group records revenue on a gross basis, and
commission charges by game license holders and third-party

distribution and payment channels are recorded as cost of revenue.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(1)  Online gaming income (Continued)

(a]  PC games [Continued)

Third-party operated games

The Group also distributes games developed and operated by third-
party developers on the Group’'s own web proprietary platform
including the Group’s client portal and websites. The Group’s revenue
mainly consists of pre-determined portions of total player payments
according to the relevant terms of the agreements entered into
between the Group and the game developers.

The games distributed on the Group’s platform are hosted,
maintained, operated and updated independently by the game
developers, and the Group mainly provide players with access to the
Group's platform to download the third-party developers” games and
limited after-sale basic technical support to the paying players. The
Group has evaluated and determined it is not the primary obligor in
the services rendered to the paying players as a platform. Accordingly,
the Group records its revenue net of the portion of sharing of

revenues with the game developers.

As the Group provides merely the first contact point by the players to
gain access to download the third-party developers’ games, the Group
believes that its implied obligation to the game developers do not
correspond to the game developers” implied obligation to provide the
service which enables the virtual goods to be displayed and used in
the games. Given that games are hosted, managed, administered and
operated by the game developers, the Group does not have access to
the data on the consumption details and the types of virtual goods
purchased by the paying players. The Group only maintains individual
paying player’s purchase history of the Virtual Currencies which are
used to exchange for virtual goods in the third-party operated games.
As such, the Group has adopted a policy to recognise revenue when
the paying players exchange the Virtual Currencies for consumable or
durable virtual goods for the relevant games.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(1) Online gaming income (Continued)

(b)  Mobile games

The Group distributes mobile games and provides services mainly for
Android and i0S operating systems through third-party distribution
and payment channels, including mobile operators in the PRC ("Mobile

Operators”).

Self-developed games
For revenue derived from self-developed mobile games with

connected internet game play, the Group follows the policies of PC
games — “Self-developed games and licensed games” as the
operations of the two types of games are similar. The Virtual
Currencies can be used to exchange for virtual goods such as symbol
and membership plans. Paying players usually exchange their Virtual
Currencies for the virtual goods shortly after purchase.

Third-party distribution channels and payment channels collect the
payments from the paying players and remit the cash to the Group,
net of commission charges which are pre-determined according to
the relevant terms of the agreements entered into between the Group
and the third-party distribution or payment channels.

Upon the sales of Virtual Currencies, the Group typically has an
implied obligation to provide the services which enable the virtual
goods exchanged with the Virtual Currencies to be displayed or used
in the games. The attributable portion of the deferred revenue relating
to values of the virtual goods are recognised as revenue (as a release
from deferred revenue) when the goods are consumed and the related
services are rendered, i.e. ratably over the predetermined service

period of the respective virtual goods.
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Notes to the Consolidated Financial Statements (Continued)
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M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(1) Online gaming income (Continued)

[b]  Mobile games (Continued)

Self-developed games [Continued

For revenues relating to self-developed mobile games, the Group has
evaluated the roles and responsibilities of the Group, and the third-
party distribution and payment channels in the delivery of game
experience to the paying players and concluded the Group takes the
primary responsibilities in rendering services. The Group is
determined to be the primary obligor and, accordingly, the Group
records revenue on a gross basis, and commission charges by third-
party distribution and payment channels are recorded as cost of
revenue.

Third-party operated games
For revenue derived from third-party operated mobile games, the

Group follows the policies of PC games—"Third-party operated
games” as the operations of the two types of games are similar. The
games distributed on the Group’s and third-party distributors’
platform are hosted, maintained, operated and updated independently
by the game developers, and the Group mainly provide players with
access to the Group's platform to download the third-party
developers” games and limited after-sale basic technical support to
the paying players. The Group has evaluated and determined it is not
the primary obligor in the services rendered to the paying players as a
platform. Accordingly, the Group has adopted a policy to recognise
revenue when the paying players purchase the virtual currencies for
consumable or durable virtual goods for the relevant games and
records its revenue net of the portion of sharing of revenues with the
game developers.

(2) In-person revenue
The Group’s in-person revenue is comprised of event revenue,
sponsorship revenue, merchandising revenue and other revenue.

In-person revenue also includes revenue from ticket sales, admission
fees and food and beverage sales for events held at the Group’s
esports properties. Ticket revenue is recognised at the completion of
the applicable event. Point of sale revenues, such as food and
beverage, gaming and merchandising revenues, are recognised when
control of the related goods are transferred to the customer.

The Group also generates sponsorship revenues for naming rights
for, and rental of, the Group’s arena and gaming trucks. Sponsorship
revenues from naming rights of the Group’s esports arena and from
sponsorship arrangements are recognised on a straight-line basis
over the contractual term of the agreement. The Group records
deferred revenue to the extent that payment has been received for
services that have yet to be performed.
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Notes to the Consolidated Financial Statements (Continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(3) Multiplatform content revenue
The Group’s multiplatform content revenue is comprised of
distribution revenue, sponsorship revenue, music royalty revenue,

online advertising revenue and content revenue.

Distribution revenue is generated primarily through the distribution of
content from WPT's library. WPT provides video content to global
television networks, who then have the right to air the content and
place advertisements on the content during the related license period.
Revenue from the distribution of video content to television networks
is received pursuant to the contract payment terms and is recognised
at the point in time that advertisements are aired on the WPT content.
The Group recognises distribution revenue pursuant to the terms of
each individual contract with the customer and records deferred
revenue to the extent the Group has received a payment for services
that have yet to be performed or products that have yet to be
delivered.

The Group also distributes video content to online channels. Both the
global television networks and the online channels place
advertisements within the WPT content and any advertising revenue
earned by the global TV network or online channel is shared with
WPT. The Group recognises online advertising revenue at the point in

time when the advertisements are placed in the video content.

Sponsorship revenue is generated through the sponsorship of the
Group's TV content, live and online events and online streams. Online
advertising revenue is generated from third-party advertisements
placed on the Group's website. Music royalty revenue is generated
when the Group’s music is played in the Group’s TV series both on TV
networks and online. The Group recognises sponsorship revenue
pursuant to the terms of each individual contract when the Group
satisfies the respective performance obligations, which could be
recognised at a point in time or over the term of the contract. The
Group records deferred revenue to the extent the Group has received
a payment for services that have yet to be performed or products that

have yet to be delivered.

Music royalty revenue is recognised at the point in time when the
music is played.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Revenue recognition (Continued)

(4) Interactive revenue
Interactive revenue is generated by WPT business, which is classified
as discontinued operations.

The Group’s interactive revenue is primarily comprised of subscription

revenue, licensing, social gaming and virtual product revenue.

Subscription revenue is generated through fixed rate (monthly,
quarterly, annual] subscriptions which offer the opportunity for
subscribers to play unlimited poker and access benefits not available
to non-subscribers. The Group recognises subscription revenue on a
straight-line basis and records deferred revenue to the extent the
Group receives payments for services that have yet to be provided.

Social gaming revenue arises from the sale of online tokens and other
online purchases on the Group’s social gaming website, and is

recognised at the point the product is delivered.

Virtual product revenue is generated from the licensing of the Group’s
various brands to be used on the customers’ virtual product and
social gaming platforms, and is recognised over the term of the

contractual agreement.

The Group generates licensing revenue by licensing the right to use
the Group's brands on products to third parties. Licensing revenue is
recognised pursuant to the terms of each individual contract with the
customer and is recognised over the term of the contractual
agreement. Deferred revenue is recorded to the extent the Group has

received a payment for products that have yet to be delivered.

(5) Interestincome

Interest income is recognised on a time proportion basis using the
effective interest method. For credit-impaired financial assets, the
effective interest rate is applied to the amortised cost [i.e. gross

carrying amount net of ECL allowance) of the asset.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & £ —

M B R RMEE (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19Government grants

Grants from the government are recognised at their fair value where
there is a reasonable assurance that the grant will be received and
the Group will comply with all attached conditions. Government
grants are deferred and recognised in profit or loss over the period
necessary to match them with the costs that the grants are intended

to compensate.

Government grants relating to income is presented in gross under
“other income” in the consolidated statement of profit or loss and

other comprehensive income.

2.20lmpairment of non-financial assets

The following assets are subject to impairment testing:
— Goodwill arising on acquisition of a subsidiary;

= Other intangible assets;

— Property, plant and equipment;

— Right-of-use assets;

= Interests in associates; and

—  The Company’s interests in subsidiaries

Goodwill and other intangible assets with indefinite useful life or
those not yet available for use are tested for impairment at least
annually, irrespective of whether there is any indication that they are
impaired. All other assets are tested for impairment whenever there
are indications that the asset’s carrying amount may not be
recoverable.

An impairment loss is recognised as an expense immediately for the
amount by which the asset’s carrying amount exceeds its recoverable
amount. Recoverable amount is the higher of fair value, reflecting
market conditions 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 assessment of time value of money and the

risk specific to the asset.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20Impairment of non-financial assets (Continued)

For the purposes of assessing impairment, where an asset does not
generate cash inflows largely independent from those from other
assets, the recoverable amount is determined for the smallest group
of assets that generate cash inflows independently (i.e. a cash-
generating unit). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level.
Goodwill in particular is allocated to those cash-generating units that
are expected to benefit from synergies of the related business
combination and represent the lowest level within the Group at which
the goodwill is monitored for internal management purpose and not

be larger than an operating segment.

Impairment losses recognised for cash-generating units, to which
goodwill has been allocated, are credited initially to the carrying
amount of goodwill. Any remaining impairment loss is charged pro
rata to the other assets in the cash generating unit ("CGU"), except
that the carrying value of an asset will not be reduced below its
individual fair value less cost of disposal, or value in use, if

determinable

An impairment loss on goodwill is not reversed in subsequent periods.
In respect of other assets, an impairment loss is reversed if there has
been a favourable change in the estimates used to determine the
asset’s recoverable amount and only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Impairment losses recognised in an interim period in respect of
goodwill are not reversed in a subsequent period. This is the case
even if no loss, or a smaller loss, would have been recognised had the
impairment been assessed only at the end of the financial year to
which the interim period relates.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21Employee benefits

(a) Pension obligations

The Group has various defined contribution plans in accordance with
the local conditions and practices in the municipalities and provinces
in which they operate. Defined contribution plans are pension and/or
other social benefit plans under which the Group pay fixed
contributions into a separate entity (a fund) and will have no legal or
constructive obligations to pay further contributions if the fund does
not hold sufficient assets to pay all employees benefits relating to
employee service in the current and prior periods. The contributions
are recognised as labour costs when they are due. Under the defined
contribution schemes, forfeited contributions could not be used to

reduce the existing level of contributions.

(b) Bonus entitlements

The expected cost of bonus payments is recognised as a liability when
the Group has a present contractual or constructive obligation as a
result of services rendered by employees and a reliable estimate of
the obligation can be made. Liabilities for bonus are expected to be
settled within twelve months and are measured at the amounts
expected to be paid when they are settled.

(c) Equity-settled share-based compensation
transactions

The Group operates a number of equity-settled share-based

compensation plans under which the Group receives services from

employees as consideration for equity instruments (options) of the

Group. The fair value of the services received in exchange for the

grant of the equity instruments is recognised as expense.

The total amount to be expensed is determined by reference to the
fair value of the equity instruments granted including any market
performance conditions; excluding the impact of any service and non-
market performance vesting conditions; and including the impact of

any non-vesting conditions.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. BEXEFHHRME @)
POLICIES (continued)
2.21 Employee benefits (Continued) 221 EE B (@)
(c) Equity-settled share-based compensation ) UIERRBE URORER

transactions (Continued) BY B = 22 5 ()

Non-market performance and service conditions are included in FMEXRALRRBEHERRERMRE
assumptions about the number of options and shares that are HETHRBENERERRMDEE WRK
expected to vest. The total expense is recognised over the vesting o MBS BEARERFIAIEENRBIF
period over which all of the specified vesting conditions are to be MR EBERER -
satisfied.
At the end of each reporting period, the Group revises its estimates of EMEBKR AEEREIEMH RS
the number of options and shares that are expected to vest based on RBIEHETEEBABERETHEBEDN
the non-marketing performance and service conditions. The Group ﬁﬁﬂx&é ERMHEB MR REERE
recognises the impact of the revision to original estimates, if any, in HmPREREITRAGTNZE(WEAE) -
the profit or loss, with a corresponding adjustment to equity. RIS E S (R AR E A A 28 -
Where the terms of an equity-settled award are modified, as a BN ERAENREBERERTS
minimum an expense is recognised as if the terms had not been HENEBIER FIERANE IR A
modified, if the original terms of the award are met. In addition, an 2 B % 40 {5 3R A ] B2 TR R K 2E o 1t
expense is recognised for any modification that increases the total G- BB B HiEE 8 EETER
fair value of the share-based payments, or is otherwise beneficial to AR BERE N KA R L ER ML
the employee as measured at the date of modification. Mm-Sk mESEREAMA R - BIERZ

EEAT RN -

Where an equity-settled award is cancelled, it is treated as if it had EAEREEN R REE BRAR
vested on the date of cancellation, and any expense not yet recognised ERFHAMEE £ RNAERAE
for the award is recognised immediately. This includes any award BHRAX HEARR ZEREHE
where non-vesting conditions within the control of either the Group or BEAREBESEES 71_1*"/\ IEER B IR 1 B E’]
the employee are not met. However, if a new award is substituted for EZR - A ERTHEDHKE

the cancelled award, and is designated as a replacement award on SRR SRR - WA B ER R 77%%*{‘%
the date that it is granted, the cancelled and new awards are treated RZE) AIE TR R TR
as if they were a modification of the original award, as described in WA BRGNS —WETER Pt o

the previous paragraph.

When the options are exercised, the Company issues new shares. The R EEITHERE NARBITHRG -

proceeds received net of any directly attributable transaction costs FiT W BR B9 FT 15 3R 1B 70 0 BR (E ] B %5 8

are credited to share capital (nominal value) and share premium. R GEA % ARA(HE) &R E
B o

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
RO BRITME (BE)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (Continued)

(d) Share-based payment transactions among group
entities

The grant by the Company of options over its equity instruments to
the employees of subsidiary undertakings in the Group is treated as a
capital contribution. The fair value of employee services received,
measured by reference to the grant date fair value, is recognised over
the vesting period as an increase to investment in subsidiary
undertakings, with a corresponding credit to equity (share option
reserve] in the separate financial statements of the Company.

2.22Borrowing costs

Borrowing costs incurred, net of any investment income earned on
the temporary investment of the specific borrowings, for the
acquisition, construction or production of any qualifying asset are
capitalised during the period of time that is required to complete and
prepare the asset for its intended use. A qualifying asset is an asset
which necessarily takes a substantial period of time to get ready for
its intended use or sale. Other borrowing costs are expensed when
incurred.

Borrowing costs are capitalised as part of the cost of a qualifying
asset when expenditure for the asset is being incurred, borrowing
costs are being incurred and activities that are necessary to prepare
the asset for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when substantially all the
activities necessary to prepare the qualifying asset for its intended
use or sale are complete.

@ Ourgame International Holdings Limited Annual Report 2020

2.

SXREE PR E @

221 EE@F ()

d SEESREUROCRERLD
GRS

ARmAAEEMNBLEEEER L HE
S TANBREIONEFERIE E
SHNEERBAAEIZEE G A B
AAREE YRBEHRERSIE MY
MEBEXWERE YHESALRAS
YA BmER RS BRERE) -

N

2.22fERBA

MU BREREEENAEREEM
BEOERR AR EEREERKR
ERBONEARERAR  RTKE
BEEFEREREMTENHETAE
A - fEREERFTEMRE —BREH
AREREREUHENEE - Htb (8
RKRAREERH

ERBREERS ELEERKREARETT
EHEEFRTREXNHEMBFTNGE
B ERKAEREEREEN—B
DA T AERL - EHRKAERER
ERBAEREEFHRERERNFEENR
RO BB TREE L



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Accounting for income taxes

Income tax comprises current tax and deferred tax.
Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to the current
or prior reporting period, that are unpaid at the reporting date. They
are calculated according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the taxable profit for
the year. All changes to current tax assets or liabilities are recognised
as a component of tax expense in profit or loss.

Deferred tax is calculated using the liability method on temporary
differences at the reporting date between the carrying amounts of
assets and liabilities in the financial statements and their respective
tax bases. Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are recognised for
all deductible temporary differences, tax losses available to be carried
forward as well as other unused tax credits, to the extent that it is
probable that taxable profit, including existing taxable temporary
differences, will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the temporary
difference arises from goodwill or from initial recognition (other than
in a business combination) of assets and liabilities in a transaction

that affects neither taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at tax rates that are
expected to apply in the period the liability is settled or the asset
realised, provided they are enacted or substantively enacted at the
reporting date.

Changes in deferred tax assets or liabilities are recognised in profit or
loss, or in other comprehensive income or directly in equity if they
relate to items that are charged or credited to other comprehensive

income or directly in equity.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EXSEHBRME @)
POLICIES (continued)
2.23Accounting for income taxes (Continued) 223 REERIE (|)
Current tax assets and current tax liabilities are presented in net if, EEEEZEERTIERAE BBARIEE
and only if, ERMBAHEEERFEET
(a) the Group has the legally enforceable right to set off the a) A&EH Tﬁﬁﬁﬁ HEBEREEN S
recognised amounts; and SRITERER]
(b)  intends either to settle on a net basis, or to realise the asset b) HFHEELE FFEBEEHEE
and settle the liability simultaneously. EREEAE-
The Group presents deferred tax assets and deferred tax liabilities in AEERBERATERKNFBEZIE
net if, and only if, EREEENMRELEHRBEEE
(a] the entity has a legally enforceable right to set off current tax a) ERBABGAETHEENBENEBAL
assets against current tax liabilities; and HEEEMNATIEEEHE &
(b)  the deferred tax assets and the deferred tax liabilities relate to (b) L HELEERELEHEARGH
income taxes levied by the same taxation authority on either: — IS AT A —IBFT

11&1451 B P15 B AR A -

()  the same taxable entity; or (i) Fl—fEfi e o
(i) different taxable entities which intend either to settle (i) FrEINTEEBE KB K5E
current tax liabilities and assets on a net basis, or to BRIEFREBEBAGBHEE Z KK
realise the assets and settle the liabilities simultaneously, HMAFREEESENER
in each future period in which significant amounts of EREHREENXREBERAZ
deferred tax liabilities or assets are expected to be settled EREEAENTRERM
or recovered. EE-
2.24Dividend distribution 2.2L8 27K
Dividend distribution to the Company’s shareholders is recognised as FAARREEEBNIREDIE  ERE
a liability in the Group’s and the Company’s financial statements in EARARIRRKIEZ=TS (WEHR) HED
the period in which the dividends are approved by the Company's B RAEE RAR B R K+ E
shareholders or Board, where appropriate. RAE—HAE-

@;4 Ourgame International Holdings Limited Annual Report 2020



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2020 & %= —

M BRI (8)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25Segment reporting

The Group identifies operating segments and prepares segment
information based on the regular internal financial information
reported to the board of directors of the Company for their decisions
about resources allocation to the Group’'s business components and
for their review of the performance of those components. The
business components in the internal financial information reported to
the executive director are determined following the Group’s major
product and service lines.

Each of these operating segments is managed separately as each of
the service lines requires different resources as well as marketing
approaches. All inter-segment transfers are carried out at arm’s
length prices.

According to the Company's subsidiary, AESE has entered into a
conditional disposal transaction of the entire equity interest of CSI
together with its subsidiaries, which operates online card and board
games of WPT business. Accordingly, WPT business is being classified
as discontinued operation. The Group has identified the remaining
reportable segments as below for the year ended 31 December 2020:

Continuing operations
(i) Lianzhong Group — online card and board games business
carried out by Lianzhong Group

(il AESE Group — eSports businesses carried out by AESE Group

Comparative information for the year ended 31 December 2019 has

been restated to conform with the current year’s presentation.

The measurement policies the Group uses for reporting segment
results under IFRS 8 are the same as those used in its consolidated

financial statements prepared under IFRSs.
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Notes to the Consolidated Financial Statements (Continued)
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Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.25Segment reporting (Continued)

Continuing operations (Continued)

For the year ended 31 December 2020, segment assets include all
assets and segment Lliabilities include all liabilities from the
continuing operations.

For the year ended 31 December 2019, segment assets include all

assets and segment liabilities include all liabilities from the both
discontinued and continuing operations.

2.26 Related parties

For the purposes of these consolidated financial statements, a party
is considered to be related to the Group if:

(a)  the party is a person or a close member of that person’s family
and if that person:

(il has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the
Group or of a parent of the Group.

(b)  the party is an entity and if any of the following conditions
applies:

(i) the entity and the Group are members of the same group.
(il 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).

(i) the entity and the Group are joint ventures of the same
third party.
(iv]  one entity is a joint venture of a third entity and the other

entity is an associate of the third entity.

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

®‘ Ourgame International Holdings Limited Annual Report 2020

2.

SXREE PR E @

z%ﬁ%ﬁ%@)

= P E R

BE_T Ti—?— AR=+—HIEF
DHMEEBEMBEE MAMBE
ERARBRERBELENER -

E

(E§2)

Eﬁx—

-

o

F-AF+-AZt+-BLF

SHEAERFERAAE MHHA
B EIEHA O L T RS M 4
LA R -

2.26F3 65

13 A 4
uZﬂ’rsz\

EMBHREME  —THES

EAKEERE -

(a)

(b)

WEIA T AL - Bz sz A L3
AT IR KB A B2

(i)

(ii)

(iii)

AR HRES A LR
HAEBBEEATEN &

REAEERAEERF QAN
TEEEEKE -

WA E NIERGMS - Bl R —

MEE :

i) ZERBRASEBER—5H
2B RA]

(ii) *FHEJE\ELF%%*T‘SE@E’\J%%%
NAElREERE (S —EE
Fir & & B 8 T Bk B A 7] Y B
ERRIHEERE) -

(iii)

(iv)

(v)



Notes to the Consolidated Financial Statements (Continued)

fn S W B MR M & (18)

Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.26Related parties (Continued)

(b)  the party is an entity and if any of the following conditions
applies: (Continued)

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

(viil a person identified in (alli] 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 to the parent of the Group.

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.

3. ADOPTION OF NEW AND AMENDED IFRSs

Amended IFRSs that are effective for annual
periods beginning on 1 January 2020

In the current year, the Group has applied for the first time the
following amended [|FRSs, which are relevant to the Group's
operations and effective for the Group’'s consolidated financial
statements for the annual period beginning on 1 January 2020:

Amendments to IFRS 9, IAS 39  Interest Rate Benchmark Reform
and IFRS 7

Amendments to IFRS 3 Definition of a Business

Amendments to IAS 1 and IAS 8 Definition of Material
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE

ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Amended IFRSs that are effective for annual
periods beginning on 1 January 2020 (continued)

In addition, on 1 January 2020, the Group has early applied the
Amendments to IFRS 16 “Covid-19-Related Rent Concessions” which
will be effective for the Group for financial year beginning on or after 1
June 2020.

The impact of the adoption of the amended IFRSs are discussed
below. Other than as noted below, the adoption of the amended IFRSs
had no material impact on how the results and financial position for

the current and prior periods have been prepared and presented.

Amendments to IFRS 16 “Covid-19-Related Rent
Concessions”

3.
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Amendments to IFRS 16 only apply to lessee accounting and have no BIBR B 75 R S R 1658 2 IEF] AN EFE
effect on lessor accounting. The amendments provide a practical AREBRAZEHEE HEHAAZE
expedient that allows a lessee to by-pass the need to evaluate STREVESE RSB ARHE—E
whether certain qualifying rent concessions occurring as a direct EREE 2 A i FF&AHE A AT g T
consequence of the COVID-19 ("COVID-19-Related Rent Concessions”) ﬁﬂfﬂ%?ﬁﬁ?_ﬂﬂﬂﬁfaE& ERMEH 2
are lease modification and, instead, account for those rent HETEERHEeERE(HETKEEMN
concessions as if they were not lease modifications. BeHeBEDREABREEBITIZH

Z-WHER RZEHeBEARCEN

The practical expedient is only applicable to COVID-19-Related Rent

Concessions and only if all of the following conditions are met:

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

consideration for the lease immediately preceding the change;

(b) any reduction in lease payments affects only payments
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Eep s HERBAKMAER - %
REZXEBE 2 HERE
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originally due on or before 30 June 2021 (for example, a rent RZZE_—FNA=+HKZA
concession would meet this condition if it results in reduced B8 2 £+ ,T)\(W e f—IBHE e E
lease payments on or before 30 June 2021 and increased lease BEHFR_ZT_—F~A=1+H

payments that extend beyond 30 June 2021); and
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3. ADOPTION OF NEW AND AMENDED IFRSs 3. EKMFE]RCESETEERES
(Continued) 5% iﬁ cc.l: ﬁ ,EU (18)
Amended IFRSs that are effective for annual RZEZSEF—HF—H Eﬁ?“

periods beginning on 1 January 2020 (Continued)

Amendments to IFRS 16 “Covid-19-Related Rent
Concessions” (Continued)

(c]  there is no substantive change to other terms and conditions of
the lease.

The Group has elected to early adopt the amendments and applies
the practical expedient to all qualifying COVID-19-Related Rent

Concessions granted to the Company during the year.

Consequently, rent concessions received have been recognised in “Other
income” in profit or loss in the period in which the event or condition
that triggers those payments occurred. Total rent concessions
recorded for the year ended 31 December 2020 are RMB4,395,000 (Note
7).

Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate
Benchmark Reform”

The amendments provide certain temporary reliefs from applying
specific hedge accounting requirements in order to deal with the
potential effects of uncertainties caused by interbank offered rates
("IBOR"] reform (“Reform”).

In addition, the amendments require entities to provide additional
information to investors about their hedging relationships which are

directly affected by these uncertainties.

The application of these amendments has had no impact on the
Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements (Continued)
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Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE

ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Amended IFRSs that are effective for annual
periods beginning on 1 January 2020 (continued)

Amendments to IFRS 3 “Definition of a business”

The amendments narrowed and clarified the definition of a business,
with the objective of assisting entities to determine whether a
transaction should be accounted for as a business combination or as
an asset acquisition.

The amendments:

= clarify that a business is considered as an acquired set of
activities and assets must include, at a minimum, an input and
a substantive process that together significantly contribute to
the ability to create outputs. Guidance and illustrative examples
are provided to help entities assess whether a substantive

process has been acquired;

—  narrow the definitions of a business and of outputs by focusing
on goods and services provided to customers and by removing
the reference to an ability to reduce costs;

— add an optional concentration test that permits simplified
assessment of whether an acquired set of activities and assets
is not a business; and

— remove the assessment of whether market participants are
capable of replacing any missing inputs or processes and

continuing to produce outputs.

The application of these amendments has had no impact on the
Group's consolidated financial statements.

Amendments to IAS 1 and IAS 8 “Definition of Material”

The amendments clarify the definition of material and state that
“information is material if omitting, misstating or obscuring it could
reasonably be expected to influence the decisions that the primary
users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about
a specific reporting entity”. Materiality depends on nature or
magnitude of information or both.
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Notes to the Consolidated Financial Statements (Continued)

fn S W B MR M & (18)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

3. ADOPTION OF NEW AND AMENDED IFRSs 3.

(Continued)

Amended IFRSs that are effective for annual
periods beginning on 1 January 2020 (Continued)

Amendments to IAS 1 and IAS 8 “Definition of Material”
(Continued)

The amendments also:

— introduce the concept of obscuring information when
considering materiality and provide some examples of
circumstances that may result in material information being

obscured;

— clarify that materiality assessment will need to take into
account how primary users could reasonably be expected to be
influenced in making economic decisions by replacing the
threshold “could influence” with “could reasonably be expected

to influence” in the definition of material; and

— clarify that materiality assessment will need to take into
account of information provided to primary users of general
purpose financial statements (i.e. existing and potential
investors, lenders and other creditors that rely on general
purpose financial statements for much of the financial

information they need).

The application of these amendments has had no impact on the
Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements (Continued)

fn S R B M & (18)

Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE

3. ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs

At the date of authorisation of these consolidated financial
statements, certain new and amended IFRSs have been published but

are not yet effective, and have not been adopted early by the Group.

IFRS 17 Insurance Contracts and related
amendments®
Amendments to IFRS 3 Reference to the Conceptual
Framework®
Amendments to IFRS 9, IAS 39, Interest Rate Benchmark Reform
IFRS 7, IFRS 4 and IFRS 16 — Phase 2’
Amendments to IFRS 10 and Sale or Contribution of Assets
IAS 28 between an Investor and its

Associate or Joint Venture*

Amendments to IAS 1 Classification of Liabilities As
Current or Non-Current®
Amendments to IAS 16 Property, Plant and Equipment
— Proceeds before Intended Use?

Amendments to IAS 37 Onerous Contracts — Cost of
Fulfilling a Contract’

Amendments to IFRSs Annual Improvements to [FRS
Standards 2018-2020

Effective for annual periods beginning on or after 1 January 2021
Effective for annual periods beginning on or after 1 January 2022
Effective for annual periods beginning on or after 1 January 2023
Effective date not yet determined

Effective for business combination/common control combination for

which the acquisition/combination date is on or after the beginning of
the first annual period beginning on or after 1 January 2022
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Notes to the Consolidated Financial Statements (Continued)
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M BRI (8)

ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

The directors anticipate that all of the pronouncements will be
adopted in the Group’s accounting policy for the first period beginning
on or after the effective date of the pronouncement. Information on
new and amended IFRSs are not expected to have a materials impact

on the Group's consolidated financial statements.

Amendments to IFRS 3 “Reference to the Conceptual
Framework”

The amendments update the reference in IFRS 3 to the latest version
of “Conceptual Framework for Financial Reporting” issued in March
2018, and add an exception to the requirement for an entity to refer to
“Conceptual Framework for Financial Reporting” to determine what
constitutes an asset or liability.

Besides, the exception also specifies that, for liabilities and contingent
liabilities that would be within the scope of IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” or IFRIC — Int 21 “Levies”
if they were incurred separately rather than assumed in a business
combination, an entity applying IFRS 3 should apply the criteria in IAS
37 or IFRIC — Int 21 respectively (instead of the “Conceptual
Framework for Financial Reporting”] to determine whether a present

obligation exists at the acquisition date.

Furthermore, the amendments also explicitly state that contingent

assets do not qualify for recognition at the acquisition date.

Amendments to IFRS 3 are effective for business combinations for
which the acquisition date is on or after the beginning of the first
annual period beginning on or after 1 January 2022 and apply
prospectively. Earlier application is permitted if, at the same time or
earlier, an entity also applies all of the amendments contained in the
Amendments to References to the Conceptual Framework in IFRS
Standards. The directors of the Group expect that the amendments
have no material impact on the consolidated financial statements.
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Notes to the Consolidated Financial Statements (Continued)

fn S R B M & (18)

Fortheyear ended 31 December2020 HiZE =TT F+ - A=+—HILFE

3. ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
“Interest Rate Benchmark Reform — Phase 2”

These amendments address the accounting issues that arise when
existing IBORs included in financial instruments are replaced with
alternative benchmark risk-free rates.

The amendments mainly affect the following areas:

= Financial instruments (measured at amortised costs] where the
basis for determining the contractual cash flows changes as a
result of the Reform — providing a practical expedient that an
entity will not have to derecognise the carrying amount of
financial instruments and recognise an immediate gain or loss
for changes solely arose from the Reform, but will instead
revise the effective interest rate of the financial instruments;

= Modifications of lease liabilities as a result of the Reform —
providing a similar practical expedient that lessee will
remeasure the lease liability by discounting the revised lease
payments using a discount rate that reflects the change in the
interest rate, instead of applying the original lease modification
guidance in IFRS 16;

= Hedge accounting requirements — permitting changes required
by the Reform to be made to hedge designations and hedge
documentation without the hedging relationship being
discontinued. Any gains or losses that could arise on transition
are dealt with through the normal requirements of IFRS 9 to
measure and recognise hedge ineffectiveness. In addition, it
also provides a temporary relief to entities from having to meet
the separately identifiable requirement when an alternative
benchmark risk-free rate is designated as a risk component.
The relief allows an entity, upon designation of the hedge, to
assume that the separately identifiable requirement is met,
provided the entity reasonably expect the alternative benchmark
risk-free rate risk component to become separately identifiable
within the next 24 months.

—  Additional disclosures — an entity will be required to disclose
information about new risks arising from the Reform and how it
manages those risks as well as additional disclosure
requirements for transitioning from IBORs to alternative
benchmark risk-free rates.
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ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
“Interest Rate Benchmark Reform — Phase 2” (Continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 are
effective for the annual period beginning on or after 1 January 2021
and apply retrospectively. Earlier application is permitted. The
directors of the Group expect that the amendments have no material

impact on the consolidated financial statements.

Amendments to IFRS 10 and IAS 28 “Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture”

The amendments remove an acknowledged inconsistency between
the requirements in IFRS 10 and those in IAS 28 (2011), in dealing with
the sale or contribution of assets between an investor and its
associate or joint venture and require that a full gain or loss is
recognised when a transaction involves a business (whether it is
housed in a subsidiary or not]. A partial gain or loss is recognised
when a transaction involves assets that do not constitute a business,
even if these assets are housed in a subsidiary.

The amendments are originally effective prospectively to transactions
occurring in annual period beginning on or after 1 January 2016.
However, such effective date has been postponed indefinitely with
earlier adoption permitted. The directors expect that the amendments

have no material impact on the financial statements.
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3. ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 1 “Classification of Liabilities as
Current or Non-current”

The amendments provide further guidance to clarify how to classify
debt and other liabilities as current or non-current which are

summarised as follows:

— It clarifies that a liability is non-current if an entity have a right (instead
of unconditional right as stated before the amendments) to
defer settlement of the liability for at least twelve months from
the end of the reporting period. This right has to be existed at
the end of the reporting period, regardless of whether the
lender tests for compliance at that date or at a later date;

— Any expectations about events after the reporting period do not
impact the assessment made at the end of the reporting period

as to the classification of the liability; and

— “Settlements” are newly defined as a transfer to the
counterparty that results in the extinguishment of the liability.
The transfer could be of cash, other economic resources [e.g.
goods or services), or entity’s own equity instruments. Thus, if
the counterparty conversion option is classified as Lliability
under IAS 32, the transfer of equity instruments by exercising
the conversion option constitute settlement of liability for the
purpose current or non-current classification of liabilities. One
exception to the definition is that if the counterparty conversion
option is classified as equity in accordance with IAS 32, the
transfer of equity instruments by exercising the conversion
option does not constitute settlement of liability and would be
disregarded when determining whether the liabilities is current
or non-current.

Amendments to IAS 1 is effective for annual reporting period
beginning on or after 1 January 2023 and apply retrospectively. Earlier
application is permitted. The directors of the Group expect that the
amendments have no material impact on these consolidated financial

statements.
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ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

Amendments to IAS 37 “Onerous Contracts — Cost of
Fulfilling a Contract”

The amendments clarify that for the purpose of assessing whether a
contract is onerous under IAS 37, the cost of fulfilling the contract
comprises the costs that relate directly to the contract. Costs that
relate directly to a contract include both the incremental costs of
fulfilling that contract (e.g. direct labour and materials] and an
allocation of other costs that relate directly to fulfilling contracts (e.g.
an allocation of the depreciation charge for an item of property, plant
and equipment used in fulfilling the contract).

Amendments to IAS 37 are effective for annual period beginning on or
after 1 January 2022 and shall be applied to contracts for which an
entity has not yet fulfilled all its obligations at the beginning of the
annual period in which the amendments are first applied [i.e. date of
initial application). Earlier application is permitted. The directors of
the Group expect that the amendments have no material impact on
the consolidated financial statements.

Annual Improvements to IFRS Standards 2018-2020

The Annual Improvements to IFRS Standards 2018-2020 include a
number of amendments to various IFRSs, which are summarised

below.

Amendments to IFRS 1 provide an option for a subsidiary to measure
cumulative translation differences for all foreign operations at
amounts included in the consolidated financial statements of its
parent company (based on the parent company’s date of transitions to
IFRSs] if a subsidiary adopts IFRSs later than its parent company and
applies paragraph D16(a) of IFRS 1.

Amendments to IFRS 9 clarify that, for the purpose of applying the “10
per cent” test for derecognition of financial liability, the borrower
includes only fees paid or received between the borrower and the
lender, including fees paid or received by either the entity or the

lender on the other’s behalf.
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ADOPTION OF NEW AND AMENDED IFRSs

(Continued)

Issued but not yet effective IFRSs (Continued)

Annual Improvements to IFRS Standards 2018-2020
(Continued)

Amendments to illustrative example 13 accompanying IFRS 16
remove the illustration of the reimbursement of leasehold
improvements by the lessor from the example as the example is not
clear as to why such payments are not a lease incentive, which in turn
remove any potential confusion regarding the treatment of lease

incentives that might arise.

Amendments to IAS 41 remove a requirement to exclude cash flows
from taxation when measuring fair value of a biological asset, thereby
aligning the fair value measurement requirements in IAS 41 with
those in IFRS 13.

Amendments to IFRS 1, IFRS 9 and IAS 41 are effective for annual
period beginning on or after 1 January 2022. Earlier application is
permitted. The amendments to IFRS 16 only regard an illustrative
example, so no effective date is stated. The directors of the Group
expect that the annual improvements have no material impact on the
consolidated financial statements.
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the

circumstances.

4.1 Critical accounting estimates and assumptions

The Group makes accounting estimates and assumptions
concerning the future. The resulting accounting estimates will,
by definition, seldom equal to the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed

below.
(a) Provision for ECL of financial assets

The Group determines the provision for ECL of financial
assets (Note 11). These estimates are based on the ECL
to be incurred, which is estimated by taking into account
the credit loss experience, ageing of overdue receivables,
debtors’ repayment history and debtors’ financial position
and an assessment of both the current and forecast
general economic conditions. All of which involve a

significant degree of management judgments.

(b) Current and deferred income taxes

As detailed in Note 9, the Group is subject to income
taxes in several jurisdictions. There are many
transactions and events for which the ultimate tax
determination is uncertain during the ordinary course of
business. Significant judgement is required from the
Group in determining the provision for income taxes in
each of these jurisdictions. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred tax provisions in the period in which
such determination is made.

4.

B8 B 5t 1G5t R F &R

Bt A ERBEEELREAEMEAER
(BEREFHEBATHARREMANEE
B AL -

4.1 BARRBETGE RRER

AEBHREMEDLSFTHFER
Ro-BEERE FHMEEFR
LeREBRRERAR LA
BT EHBRFENEERE
BEREEmEZEEERFREN MG
KBERmA T e

) THEERHEEBRE
4]
AEBETTMEERTEH
EEBEREETEI) -
ZERTANERB TEED
BHEESE MEEEB
EZEEEBBLR B HE
WHRIERE - B AENRD
8% R B A B AR R A K
B & TE ORI B B OB RN Y
i ETHE B RE
NE I E o

(b) BIEARIEREFTER

M EEOPTI  AEBEAERE
EalEERBMATER - ¢
ZHEXEBBEFHNRS

%E%%&m?ﬂﬁﬁﬁi
HAETHE AEEARE
TE & B BA ¥ (& P15 A B
RIEHEZHE MZES
THH) B X T 15 45 R B B ) =
BHESETR WEEZEE
HENELBBRE ZHM
B BT 15 Bt e SE B IE B 4 o

BREEERERAT —E-SEER @



Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions
(Continued)

(c)

Depreciation, amortisation and impairment
assessment of property, plant and equipment,
right-of-use assets and intangible assets
Property, plant and equipment (Note 17), right-of-use
assets (Note 18] and intangible assets (Note 22] with finite
useful lives are depreciated or amortised on a straight-
line basis over the estimated useful lives of the assets,
after taking into account the estimated residual value, if
any. The Group reviews the estimated useful lives of the
assets regularly in order to determine the amount of
depreciation and amortisation expense to be recorded
during any reporting period. The useful lives are based on
the Group's historical experience with similar assets and
taking into account anticipated technological changes.
The depreciation and amortisation expense for future
periods is adjusted if there are significant changes from
previous estimates.

Property, plant and equipment and intangible assets with
finite useful lives are reviewed for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. The recoverable
amounts of the assets have been determined based on
the higher of fair value less cost of disposal and value-in-
use calculations. These calculations require the use of
judgement and estimates about future cash flows and
discount rates.

In the process of estimating expected future cash flows,
management makes assumptions about future revenues
and profits. These assumptions related to future events
and circumstances. The actual results may vary and may
cause a material adjustment to the carrying amount of
property, plant and equipment, right-of-use assets and
intangible assets within the next financial year.
Determination of the appropriate discount rate and
growth rate and growth rate involves estimating the
appropriate adjustment for market risk and for assets
specific risk factors. Details of the estimates of the
recoverable amount of CGUs are disclosed in Note 17.
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions
(Continued)

(c)

(d)

Depreciation, amortisation and impairment
assessment of property, plant and equipment,
right-of-use assets and intangible assets
(Continued)

As at 31 December 2020, the Group has property, plant
and equipment of RMB48,723,000 (net of impairment loss
of RMB51,318,000] (2019: RMB145,260,000 ((net of
impairment loss of nil]), right-of-use assets of
RMB12,196,000 (net of impairment loss of RMB27,981,000)
(2019: RMB89,732,000 (net of impairment loss of nil)) and
intangible assets RMB1,253,000 (net of impairment loss
of RMB1,035,000] (2019: RMB281,455,000 net of
impairment loss of RMB1,035,000).

Impairment of interests in associates

The Group makes provision for impairment in its interest
in associates (Note 20) based on an assessment of the
recoverable amounts of the associates. An impairment
exists when the carrying value of interest in associate
generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its
value in use. The assessment requires the use of
judgements and estimates and any changes to these
judgements and estimates could result in a material
change to the recoverable amounts of the associates.
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4. CRITICAL ACCOUNTING ESTIMATES AND 4, FARESEHGEET RHAET &)

JUDGEMENTS (continued)

4.2 Critical judgements in applying the entity’s
accounting policies

(a)

Control over AESE

The Group holds 31.1% of the common stock and voting
rights in the AESE Group. The remaining voting rights are
held by an individual/fund investment company; directors
of AESE Group and thousands of shareholders, none of
which individually hold more than 1% of the voting rights.
There are no arrangements for the other shareholders to
consult one another or act collectively. The management
has assessed the proportion of voting rights, on the basis
of the absolute size of the Group’s holding and the
relative size of the other shareholdings and over 50% of
board of directors are nominated and recommended by
the Group. The management concluded that the Group
has sufficiently dominant voting interest to direct the
relevant activities of AESE Group and therefore has
control over AESE Group. Details of the investments in
AESE Group are set out in Note 19.

5. SEGMENT INFORMATION

Segment result, assets and liabilities

The board of directors of the Company, being the chief operating

decision maker ("CODM"), has identified the Group’s operating and

reportable segments as below and further described in Note 2.25:

(i)

(ii)

Lianzhong Group — online card and board games business

carried out by Lianzhong Group

AESE Group — eSports businesses carried out by AESE Group
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5. SEGMENT INFORMATION (continued) 5. 2HEN @
Segment result, assets and liabilities (continued) DEEE EEREEMm
2020
“ECER

Lianzhong AESE

Group Group Eliminations Total
BREE AESEEE i oy
RMB'000 RMB'000 RMB’000 RMB’000

ARBT R ARBTR ARBTR ARBT T

Continuing operations: BELEER:
Revenue ON
— From external customers - RENBRF 88,242 22,165 - 110,407
Impairment of assets (Note 11) BEERE K1) (12,568) (113,815 - (126,383)
Reportable segment results 2R PEE (47,380) (349,133) = (396,513)
Loss before income tax BEGHAEE (47,380) (349,133) - (396,513)
Income tax expense FTET % (152)
Loss for the year FNERE (396,665)
Other information Higgs
Interest income A B WA 377 — — 377
Finance cost B AR (60) (42,211) - (42,271)
Depreciation of property, plant and mE - BERIENE

equipment (1,620) (24,917) — (26,537)
Depreciation of right-of-use assets ~ FREEEN & (1,314) (7,739) - (9,053)
Amortisation of intangible assets BYEAEHE (1,518) (27) - (1,545)
Loss on conversion of convertible notes E# Al Z 45 7 F5 18 - (47,711) - [47,7111)
Gain on deregistration of subsidiaries ~ BUB B2 8 2 Yz 4,682 - - 4,682
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5. SEGMENT INFORMATION (continued) 9.

Segment result, assets and liabilities (cContinued)

DEE R (@)
DEEEBE BEEREE @

2020
b e 23
Lianzhong AESE
Group Group Eliminations Total
BREE AESER @ i @t
RMB’000 RMB’000 RMB’000 RMB’000
AR®ETR ARETR AR TR AR®ET R
ASSETS EE
Segment assets DHEE 193,011 107,503 - 300,514
LIABILITIES =Y
Segment liabilities ANHaE 48,093 109,277 - 157,370
Other information HtrE#
Non-current assets [other than FRPEE(ERIERIN
financial instruments), including: B 6,127 60,295 — 66,422
— Interests in associates - REERANER 4,250 = = 4,250
Additions to non-current segment FRERHILEE
assets (other than financial (BT ARSI LM
instruments) during the year 1,588 2,778 — 4,366
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5. SEGMENT INFORMATION (continued) 5. DEEN @
Segment result, assets and liabilities (Continued) DEEE EEREEMm
2019 (Restated)
—T-NE(E5)
Lianzhong AESE

Group Group Eliminations Total
BREE AESEEE 1 8 H)
RMB'000 RMB'000 RMB'000 RMB'000

AR¥TR ARETT ARETR ARETT

Revenue ON
— From external customers - RENBEFR 92,523 52,138 - 144,661
Impairment of assets (Note 11) EERE K1) (173,192) (2,282) - (175,474)
Reportable segment results AEHRPWEE (330,854 (109,528) - (440,382)
Loss before income tax BETEMAIEE (330,854) (109,528) - (440,382)
Income tax credit FIBHER 687
Loss for the year FREE (439,695)
Other information Htrgs
Interest income A B WA 479 1 - 480
Finance cost B 78 R X (402) (12,863) - (13,265)
Depreciation of property, plant and mE - BERRENE

equipment 14,988) (24,512) - (29.500]
Depreciation of right-of-use assets ~ FFRBREEN & (2,068] (7,743) - (9.811)
Amortisation of intangible assets B EEEH (18,633) (17) - (18,650)
Loss on disposal/rescission of L&/ HERBRAZ

subsidiaries B (56,025) - - (56,025)

HRARDRERAT —E_BEER @
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5. SEGMENT INFORMATION (continued) 5. DEEN @
Segment result, assets and liabilities (Continued) DEEE BEREBEm®
2019
“EFNE

Lianzhong AESE

Group Group Eliminations Total
BREE AESEEE 18 @it
RMB'000 RMB'000 RMB'000 RMB'000

AR¥TR ARETT ARETR ARETT

ASSETS EE
Segment assets — continuing DHEE-RBBERERH
operations 221,627 280,154 - 501,781
Segment assets — discontinued NBEE-BRIELEEH
operations — 477,021 - 477,021
221,627 757,175 - 978,802
LIABILITIES i
Segment liabilities — continuing AHEE-RHELEER
operations 58,214 169,884 - 228,098
Segment liabilities — discontinued ABEE-BRIEBEEH
operations - 93,485 — 93,485
58,214 263,369 - 321,583
Other information HitER
Non-current assets [other than *RBDEE(ERITEBIN
financial instruments), including: B
— continuing operations - HELEER 6,975 207,511 - 214,486
— discontinued operations -—BRILEEEEY - 428,064 - 428,064
6,975 635,575 - 642,550
— Interests in associates — continuing  — FABE & A B M % — B K
operations BEK 437 - - 437
Additions to non-current segment FRERBDLEE
assets [other than financial (BRI AR &M
instruments) during the year
— continuing operations - RELEER 12,546 120,628 - 133,174
— discontinued operations —BRIEEZER - 41,715 - 41715
12,546 162,343 - 174,889
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6. REVENUE 6. WA
The Group’s principal activities are disclosed in Note 1 to these AEBEFTEXEBRFEBERNGRE T BHRE
consolidated financial statements. The Group's revenue from external MsE1 o NREBRFARABEINBE &
customers recognised during the year is as follows: JFZWART -
Continuing operations BFEKSEEK
2020 2019
- —E-NF
RMB’000 RMB'000
AR¥T T ARBTT
(Restated)
(&E71)
Revenue from contract with customers EEEHBA
Lianzhong Group BRER
— Online games revenue — R EEERWA 88,242 92,523
AESE Group AESE£ E
— In-person revenue — B A B U A 20,629 39,434
— Multiplatform content revenue —Z¥AaRBTWA 1,536 12,704
110,407 144,661
2020 2019
= —E-NF
RMB’000 RMB'000
ARMT T ARBT T
(Restated)
(E31)
Timing of revenue recognition WA e SRR B R
At a point in time A — B B 98,463 131,957
Over time B P51 3 2% 11,944 12,704
110,407 144,661

HREEZRERAT —E-SEER @
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

6. REVENUE (continued) 6.

Revenue from external customers recognised under discontinued

operation in Note 44(b) during the year is as follows:

Discontinued operations

W ()

RENEMFTUbDERECRIERER
BETIHIBECESZWALT

B ILEE T
2020 2019
—2-%8% —T-AF
RMB’000 RMB'000

AR¥T ARETT

Revenue from contract with customers BEEAHEKA
AESE Group AESEEE
— In-person revenue — B A BRI A 11,890 25,108
— Multiplatform content revenue —ZEERBTRA 34,162 37,633
— Interactive revenue —HEAWA 93,041 65,205
139,093 127,946
2020 2019
—ECEHF —T—NF
RMB’000 RMB'000
ARET T ARETF T
Timing of revenue recognition WA TE R R
At a point in time PE 2, 28,296 42,662
Over time W& B [ 3B 2= 110,797 85,284
139,093 127,946

Online games revenue is derived from the development and operation
of online card and board games that consist of PC and mobile games.
Games include self-developed games, licensed games and third-party

operated games.

In-person revenue is comprised of event revenue, sponsorship
revenue, merchandising revenue and other revenue.

@ Ourgame International Holdings Limited Annual Report 2020
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Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

REVENUE (continued)

Multiplatform content revenue is comprised of distribution revenue,
sponsorship revenue, music royalty revenue, online advertising

revenue and content revenue.

Interactive revenue is primarily comprised of subscription revenue,
licensing, social gaming and virtual product revenue.

Details of revenue recognition are disclosed in Note 2.18 to these
consolidated financial statements.

Geographical information

The following illustrates the geographical analysis of the Group's
revenue from external customers, based on the country from which
the transactions are executed, and information about its non-current
assets (other than financial instruments), based on the location of
assets and the location of the operations to which they are allocated

in the case of the intangible assets and goodwill.

W ()

ZTERNBRRABRERETRA EBK
ABREMNBEA REESEARRA
NG

EHARAZIZBEITERA BE-
A 22 3 B N FEE R S m A

WABRFBRALE I 53R KW
2185 5% -

TEGBAAEEKXRBIBEL KA
(REBEETRXIMEBRKERE) WA
MEFRRHEE(ERTARIIN (RE
BEMAEMREREDBE 2 EEME (5
BEVEERBEMT)AN)WNERZH
& 257 o

Non-current assets

Revenue (other than financial instruments)
FRBEE
KA (£@ T BRI
As at As at
2020 2019 31 December 2020 31 December 2019
R-B-2F R-FT—h%F
—EZEF —E-hA¥ +Z=ZA=+-H +ZA=+—H
RMB’000 RMB'000 RMB’000 RMB’000
AR®ET T ARBT T ARBT T AR T T
(Restated)
(Z71)
PRC H 88,242 92,523 6,127 6,975
USA* EB* 17,996 46,210 58,095 633,074
Others H 4,169 5,928 2,200 2,501
110,407 144,661 66,422 642,550
* Revenue from US not including the revenue from discontinued operation @ KEERZBRATEBIERAE K IELK

amounting to RMB139,093,000 (2019: RMB127,946,000).

Information about major customers

The Group has a large number of game players, no revenue from any
individual game player or customer exceeded 10% or more of the
Group’s revenue during the years ended 31 December 2020 and 2019.

BEBZWAB AR 139,0930007T
(ZE—NF : AR 127,946,0007T) °

ERERSFHNEN

HE_ZT-_ZFR-_ZFT—-—NF+=-A=
+—HIEFE - BEE R A E W E R 5
MRABPHBABAARSERKAD
10% 3k A E o
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

7. OTHER INCOME 7. Hitnurzs
2020 2019
—E-EF —E-NF
Notes RMB’000 RMB'000
B 5 ARMT T AR T T
(Restated)
(E31)
Other revenue H g A
Bank interest income RATHE WA 377 480
Interest income from loans to associates M E A FREERZ
B WA - 72
377 552
Other net income Hib gz F 51
COVID-19-related rent concessions received = Y A & Ak % & 40 B8
ZHEEE (a) 4,395 —
Subsidy income from government AT 478 A5 A (b) 1,431 1,402
Sundry income HIEWA 1,437 1,632
7,263 3,034
7,640 3,586
(a) As disclosed in Note 3, the Group has early adopted (a) FUOWEFIFMFEE AEEERE
Amendments to IFRS 16 “Covid-19-Related Rent Concessions” BN B B B s R A R FE 1658 (18
and applies the practical expedients introduced by the A [FEE R SR 2 S E
amendments to all eligible rent concessions received by the Bl W E A RER] 5l A 1T
Group during the year ended 31 December 2020. REFZERAEREERBE
T-_TF+-_A=+—HLEFE
NEWRBHFBEEERESES -
(b)  Subsidy income from government mainly relates to cash (b) B/ fERL UL A E B BHELE K FHE

subsidies in respect of operating and development activities
which are either unconditional grants or grants with conditions

having been satisfied.
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8.

9.

FINANCE COSTS 8. MEMA
2020 2019
—ECEHF —E-NF
RMB’000 RMB'000
AR®ET AR T T
(Restated)
(E51)
Interest charges and transaction costs on AMRZEMNFE R
Convertible Notes (Note 31) ZHEA (MEE31) 37,273 7469
Interest expenses FMERAX 1 276
Finance charges on lease liabilities HEaENRKER 4,997 5,520
42,271 13,265
INCOME TAX EXPENSE/(CREDIT) 9. FiIBRAX (H&)
2020 2019
—ECEHF —E-NF
Note RMB’000 RMB'000
B 2 AR®ET ARET T
Restated
(&%)
Current tax B B B 18
The PRC &
— Current year — KEE 152 2,002
Deferred tax EEHE
Origination and reversal of temporary ERMEENEEREE
differences 34 — (2,689)
Income tax expense/(credit) FERMX (E&) 152 (687)
HREARERERAD
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

9. INCOME TAX EXPENSE/(CREDIT) (continued)

The difference between the actual income tax charge in the
consolidated statement of profit or loss and other comprehensive
income and the amounts which would result from applying the

9.

e8RS (E&) m

GFelEEhEtME2AKERNERME
MEBERRERAERRER SR
AEREXFESEORENZRE RN

enacted tax rate to loss before income tax can be reconciled as T
follows:
2020 2019
—E2EC-E2H —E-NF
RMB’000 RMB'000
ARMT T ARBT T
Loss before income tax from continuing REFBBEEEEB 2
operations B P15 750 Al S 18 (396,513) (440,382)
Loss before income tax from discontinued RERRIEEEEBZ
operations W P15 354 A S 18 (6,707) (16,570)
Loss before income tax BRETB B ATE B (403,220) (456,952)
Tax on loss before income tax, calculated at the — BRFT/5 B AT A 1B 718 (I£ 40
statutory rates applicable to profits in the tax BN e EERBERNF
jurisdiction concerned HEAEMERGEHE) (116,750) (79,719)
Tax effect on non-deductible expenses AT HIBE A 2 9 B 7 o 2 36,122 13,795
Tax effect on non-taxable income R ARG E (2,067) (511)
Tax effect on preferential income tax rates BERANRWBARNESR
applicable to subsidiaries FERBENRBEE 813 5,664
Tax effect of utilisation of tax losses not AR AHIEEBE
recognised BMEEe (5,733) (15,594)
Tax effect of tax losses not recognised mARERBIAEE
MR E 86,983 75,678
Income tax credit FEHRES (632) (687)
Income tax expense/(credit) reported in the ReEBEmkEMEzERER
consolidated statement of profit or loss and ERzABRHESS
other comprehensive income (E%) 152 (687)
Income tax attributable to the discontinued BRI T 2 BIGATE
operation (Note 34 and Note 44(b)) 750 (BT 5 34 2 Bt 3E 44(b)) (784) -
(632) (687)
Notes: Bt 3 -
(a)  Cayman Islands income tax (a) FHEFESHEH

The Company is incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the Cayman
Islands and accordingly, is exempted from Cayman Islands income tax.

(b)  Hong Kong profits tax
Hong Kong profits tax rate is 16.5%. Hong Kong profits tax has not been

provided as the Group had no estimated assessable profits arising in
Hong Kong for the years ended 31 December 2020 and 2019.

@ Ourgame International Holdings Limited Annual Report 2020
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e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

9.

INCOME TAX EXPENSE/(CREDIT) (continued)

(c)

(d)

(e)

PRC enterprise income tax

The income tax provision of the Group in respect of its operations in the
PRC has been calculated at the applicable tax rate on the estimated
assessable profits for the year based on the existing legislation,
interpretations and practices in respect thereof. The applicable income
tax rate is 25%.

According to relevant laws and regulations in the PRC,
enterprises engaging in research and development activities
are entitled to claim 150% of the research and development
expenses so incurred as tax deductible expenses when
determining their assessable profits for that year ("Super
Deduction”). Beijing Lianzhong did not make such claims for
deduction for the years ended 31 December 2020 and 2019.

US profits tax

Subsidiaries operating in the US are subject to US federal and
state tax on its assessable profits. The applicable tax rate for
federal tax is 21% whilst the tax rate for state tax of California,
the principal place of business of the Company’'s major US
subsidiaries is 8.8% (2019: 8.8%). US profits tax has not been
provided as the Group incurred a loss for taxation purposes for
the years ended 31 December 2020 and 2019.

PRC withholding tax

According to the relevant laws and regulations in the PRC, the
Group is also liable to a 10% withholding tax on dividends to be
distributed from the Group's foreign-invested enterprises in the
PRC in respect of its profits generated from 1 January 2008. If a
foreign investor incorporated in Hong Kong meets the
conditions and requirements under the double taxation treaty
arrangement entered into between the PRC and Hong Kong, the
relevant withholding tax rate will be reduced from 10% to 5%.

9.

FIERAS (E%)m

(c)

(d)

(e)

B EFTE B

AN B B E T P B Y TS P Y BT
SRBHEDREBERTHABEE REBER
18 B 3t 10 7N 4F 2 fib 5T R B A B iR @
AREAE - ERMEHHER25% -

RIEPBEBEEEER REWEED
MEERETEZFERRTFEE -
BRERFTE £ M T2 B A & 150%1E AT
MBS R (MM - L REHR
RBEZT_TFR-FT-—NF+=
B=+—BLFEMERZNBRED
AR o

ZEAEB

REBERKEZHMBAR AR EERM
1) 7 48 A S B Bt B Je M B o i R B D A
EA21%  manM (R A aEE 2 =B
BRARIZEELEMB)NMNEHRRA
88%(=ZF— NF :88%) - MR ALH
BHE-_T-_ZTFR=-_FT—NLF+=A
ST HIEFEELEMEEE HIE
HEBF SR REME -

REEAH

BEFBEBREEER  AEBE AN
MAPEINERECEFAR-_ZZN
F—A—BRELEOFBEB TS IKH
B B B4 10% H TE AN L o W 7 B 7S
RYKIINEEEERARHEFERT
MK BB TSR T HER IR R E
FHRAENF R R 10%MEE5% °

BRERERETRAY

—e-eEER @
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

10. LOSS FOR THE YEAR FROM CONTINUING 10. REFBEREEBEZERA
OPERATIONS B
Loss for the year from continuing operations is arrived at after REBBECEER 2 FRBELEMNR
charging/(crediting): GEtA) AT HIEBES
2020 2019
—E-2F —E-NF
RMB’000 RMB'000
ARMT T ARBT T
(Restated)
(E751)
Lease charges related to short-term leases HENHEEHENEEER 780 249
COVID-19-related rent concessions received B AT R B SHEE
HeER (4,395) —
Auditors’ remuneration 1% 25 6l B &
Audit services F it IR 3,781 4,219
Non-audit services JEEAT R 200 514
Depreciation: e
Owned assets (Note 17) Fris & E (aE17) 26,537 29,500
Right-of-use assets [Note 18] EAEEE Mizt18) 9,053 9,811
Total depreciation ERE 35,590 39,311
Amortisation of intangible assets (Note 22 | E E i (M5 22) 1,545 18,650
Net foreign exchange loss SMNEE B 1R H R 1,506 26
Loss on conversion of convertible notes HR AR RE 2 B 47,711 -
Loss on disposal of property, plant and equipment HE W% - HE L &#E 2
g 640 72
Loss on a strategic initiative (Note 27) BB SR 2 B8
(B =E27) 25,196 —
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11. IMPAIRMENT OF ASSETS 1. EERE

2020 2019

—ERCRHF —E-NF

Note RMB’000 RMB'000

B 5 AR®T T AR T T

Restated

(E31)

Goodwill Bk - 6,238

Intangible assets BEAE = 3316

Loans to associates BTYHMEAFTNER = 1,828

Loans to third parties BTE=-FTHNER - 55,146

Non-current prepayment SEM BT IR 25 34,516 -

Properties, plant and equipment M- BER&E 17 51,318 —

Right-of-use assets FREEE 18 27,981 —

Trade and other receivables B 5 K H b & WK IE 26 12,568 108,946

Total R 126,383 175,474
During the years ended 31 December 2020 and 2019, the Group face BHE-_ZT_ZTFER-_ZT—NLF+=A
regulatory headwinds in the same business of highly challenging =+ —BLIEFE  ~NEEBEERAKEIR
conditions. Accordingly, impairment loss were provided on various BTHEmBREEEBNEERT -
assets, with reference to the recoverable amount determined based b K2 ZRBEHEBERSELEE LA
on value in use of respective CGU refer to Note 17 for details. AEEmMEEN A KREESEE E5E
BHEEEHREBREER BAHFER

M EE17 o
12. DIVIDENDS 12. B2
The Directors do not recommend the payment of a final dividend for EETERKNBE-ZE-_ZF+=A
the year ended 31 December 2020 (2019: Nil). Et+-—BLEFEZRBARE(ZZE—H
Fm|E) -

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

13. LOSS PER SHARE 13. BIRGE

S

(a) Basic loss per share (a) BRRELEBE
The calculation of basic loss per share is based on the loss BERERNEEDEAR A EaFF
attributable to equity holders of the Company and on the EAEBGEEBEERFRERITNYE
weighted average number of ordinary shares in issue during the BRI HEAESSE -
year.
2020 2019
—EZEF —E-NF
Restated
(E75)
Loss attributable to equity holders of the RAGERFEBEABEERN
Company for the year (RMB'000) iR (AR T T
— Continuing operations — B E (180,806) (410,646)
— Discontinued operations —ERIEREE (5,586) (8,567
(186,392) (419,213)
Weighted average number of ordinary FRBETH L BRIMETF
shares in issue during the year (Note (i) B & (K aEG) 1,055,951,176 1,082,817,928
Basic loss per share (in RMB cents BREABFBEUIEBRAR
per share) ¥ e
— From Continuing operations —REFELEER (17.12) (37.92)
— From Discontinued operations —REBRIEEEER (0.53) (0.80)
(17.65) (38.72)
(b) Diluted loss per share from continuing (b) REKFERLKEEZFRER

Ourgame International Holdings Limited

operations and discontinued operation

The calculation of diluted loss per share is based on the loss
attributable to equity holders of the Company and the weighted
average number of ordinary shares in issue during the year
after adjusting for the effects of all dilutive potential ordinary
shares.

For the year ended 31 December 2020, the Group has seven
categories of dilutive ordinary shares, being the Company's
share option schemes, and options, warrants, restricted
common shares, convertible notes, unit purchase options and
contingent consideration shares issued by a subsidiary of the
Company. The impacts had anti-dilutive effect on the basic loss

per share amounts presented.

Annual Report 2020
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M BRETME (B)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

13. LOSS PER SHARE (continued) 13. #REGRm®
(b) Diluted loss per share from continuing (b) REFEBREEZEFRER
operations and discontinued operation (Continued) IiEEERCEREES
B@
For the year ended 31 December 2019, the Company has six BE-_Z—h&F+=-_A=+—H
categories of dilutive ordinary shares, being the Company’s IEEE RARRAENNEABESY
share option schemes, and options, warrants, convertible notes, B2EBR BARRZERER
unit purchase options and contingent consideration shares 2 - ARAARE — KB R
issued by a subsidiary of the Company. The impacts had anti- T2 B R HERE - AR E
dilutive effect on the basic loss per share amounts presented. B -BUEEHAERIARER

- BRTECHMEIN Z2BERE
AEESBRERRBIZE -

Note: B 5E

()  Weighted average number of ordinary shares in issue (i) ERTEERMEFIIH
The calculation of weighted average number of ordinary shares in FABETEBERME T EREZ
issue during the year is based on outstanding ordinary shares 17 72 90 & 38 RO 5k AR (D 22 B &t & m B
less weighted average number of ordinary shares repurchase of EmEBRzEBRMETFLHERAE
ordinary shares for the Share Award Scheme. B

14. EMPLOYEE BENEFIT EXPENSES (INCLUDING 14. EEi@F X (815 = = o
DIRECTORS’ EMOLUMENTS) £)

2020 2019

—E-EF —E-NEF

RMB’000 RMB'000

AR¥T T AR T T

Restated

(&E71)

Salaries, bonus and allowances e B4 KRR 37,755 42,160
Retirement benefit scheme contributions IRARAE T 51 E 4H3K 883 3,695
Severance payments ERE 1,142 2,547
Share-based compensation expense IR REHRE e R X 25,978 2,992
65,758 51,394

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
R BEBRERME (B)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

15. DIRECTORS" AND CHIEF EXECUTIVE’S 15. ESREEBITHAEFH
EMOLUMENTS
Directors’ and chief executive’'s emoluments disclosed pursuant to B ETRB - FE D B EHZE383(1) 5§
the Listing Rules, section 383(1) of the Hong Kong Companies NEARI(HEESAEER) HAIFE2
Ordinance and Part 2 of the Companies (Disclosure of Information W EBEEREETHRABNE B ES
about Benefits of Directors) Regulations is set out below: AT -
Salaries,
allowances  Retirement Share-
Directors’  and benefits benefit based
fees inkinds contributions payment Total
Hé R RIRER RIRG 5
EEHE REVAZ #f® ERHAXR a5t

Notes  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
HE ARBTT AR®TT ARETRE ARBTTI ARETRL

Year ended 31 December 2020 HE-_Z_Z§
+=A=+-BLEE

Executive directors: gr7ES:

Mr. Li Yangyang Ex b (1) = 392 = = 392

Mr. Gao Hong Sy A (2) - = = = -

Mr. Yang Eric Qing BERE (3) = 1,755 4 = 1,799

Non-executive directors: FHTES:

Mr. Liu Jiang TR = = = = =

Mr. Chen Xian BRZ %4 = = - - -

Ms. Fu Qiang @Bt - = = = -

Mr. Hu Wen B4 (4) = = — - -

Independent non-executive directors: B FHTES :

Mr. Ma Shaohua BLgELE (5) 126 - - - 126

Mr. Lu Jingsheng BRELE (5) 126 - - - 126

Professor Huang Yong BEYR (6) 229 - - - 229

Mr. Lu Zhong BREE (7) 73 - - - 3

Dr. Tyen Kan Hee Anthony BHERL (7) 14 - - - 14
668 2,147 44 - 2,859

Year ended 31 December 2019 BEZZ—NF

TZA=t+-BIL#FE

Executive directors: HBTES:

Mr. Yang Eric Qing BERE (3) - 1,440 85 959 2,084

Mr. Ng Kwok Leung Frank HEREE (8 - 1,805 57 922 2,784

Non-executive directors: FHTES:

Mr. Liu Jiang FIxAE - - - - -

Mr. Hu Wen X (4) — - - - -

Mr. Chen Xian T - - - - -

Ms. Fu Qiang Baat - - - - -

Mr. Fan Tai BRELE 9) - - - - -

Independent non-executive directors: BV FHTEE :

Professor Huang Yong BEYK (6) - - - - -

Mr. Ge Xuan BlEkAE (10) 68 - - - 68

Mr. Lu Zhong BRELE (7) 141 - - - 141

Dr. Tyen Kan Hee Anthony At Em L (7) 220 - - - 220

429 3,245 142 1,481 5,297
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fn S W B MR M & (18)

Fortheyear ended 31 December2020 BiZE =TT F+ - A=+—HILFE

15. DIRECTORS" AND CHIEF EXECUTIVE’S 15. ESREEBITHAEFH
EMOLUMENTS (continued) (1)
Notes: B 5

(1) Mr. LI Yangyang was appointed as Chairman of the Board, acting chief
executive officer ("CEO”) of the Company, an executive Director, the
Chairman of the Nomination and Corporate Governance Committee and
the authorised representative with effect from 30 June 2020.

(2) Mr. GAO Hong was appointed as an executive Director, the chairman of
the Risk Prevention and Digital Assets Management Committee and a
member of the Remuneration Committee with effect from 30 June 2020.

(3) Mr. YANG Eric Qing resigned as Chairman of the Board, the co-CEQ of
the Company, an executive Director on 30 June 2020, the chairman of
the Nomination and Corporate Governance Committee and an
authorised representative of the Company with effective from 30 June
2020.

(4)  Appointed on 29 June 2019.
(5]  Appointed on 30 June 2019.
(6) Appointed on 17 December 2019.
(7) Resigned on 30 June 2020.

(8) Mr. Ng Kwok Leung Frank resigned for co-CEQO and the director on 30
August 2019.

(9) Resigned on26 June 2019.

(10)  Resigned on 29 June 2019.

There were no arrangements under which a director of the Company
waived or agreed to waive any remuneration during the years ended
31 December 2020 and 2019.

Directors’ retirement benefits

During the year ended 31 December 2020, no retirement benefits
were paid to or receivable by the directors in respect of their services
as directors of the Company and its subsidiaries or other services in
connection with the management of the affairs of the Company or its
subsidiary undertaking (2019: Nill.

(1) ZHBEEag-_ZE-_ZTFAXA=+H
BEZHEAEFTSEE AR AIKRET
R ((THRAR] HITES RE
MEEEARZESIEREEREK -

(2) BATEBZT_TFASAA=1THE
BEZERNTES EREZEREFTE
EEEZESEXIREFMEZEEENE -

(3) BEXEER-_Z_ZTEF~A=1H
HBTESEER AQaHETRA
H HTES RERGEERZES
FRERARAEEREK BB _ZFF
NA=THBEK-

4 RZFBE-AERA-ThHEZE-
6Bl R-TE-hFERA=T+HEZE-
) M-T-—hE+_A+EHEZRE-
7)) R-Z_ZFXA=+HEE-

8 MmEREER —hFENR=+H
B (LB 2 1T A ﬁ%%%

9 RIB-AFAAZtTAABE-
1) RZB-AFAA=TABRBIE-

BE_T_TFR_T-NF+-_A=1—
EILtEE  WEARBESHEXRBHE
EABNE 2 28k o

ESRERRKER

HE-_T-_ZTF+-_A=+—HLHF
B BMESERETAARRENBAR
RIEEMREMREKMEERR AR
H B A 7 B iR 4 89 E b iR 7w &
N EWEREH(ZE—hLF:ZT)-
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15. DIRECTORS" AND CHIEF EXECUTIVE’S 15. EEREZTHAS F

EMOLUMENTS (continued)

Directors’ termination benefits

During the year ended 31 December 2020, no payments or benefits in
respect of termination of directors’ services were paid or made,
directly or indirectly, to the directors of the Company (2019: Nil.

Consideration provided to or receivable by third parties
for making available the services of a person as directors
During the year ended 31 December 2020, no consideration was
provided to or receivable by third parties for making available
directors’ services (2019: Nil).

Information about loans, quasi-loans and other dealings
in favour of directors, controlled bodies corporate and
connected entities

During the years ended 31 December 2020 and 2019, except as
disclosed in Note 40(c], there are no other loans, quasi-loans or other
dealings in favour of the directors, their controlled bodies corporate

and connected entities.

Material interests of directors in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts in relation to
the Company’s business to which the Company was a party and in
which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2020 (2019: Nil).
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Notes to the Consolidated Financial Statements (Continued)
RS U I MER M EE ()

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

16. FIVE HIGHEST PAID INDIVIDUAL 16. hBREFMAL
EMOLUMENTS
The five individuals whose emoluments were the highest in the Group FAXEBRZHRaEFMA LD EE
for the year included and no director (2019: two directors) whose THR(ZE-—NEFE:-MB)ES Hil2
emoluments are reflected in the analysis presented above. The ERBREXDHTH - FRE N FEA
emoluments paid/payable to the remaining five (2019: three) BTITHEB(ZZE—NAF: =4) ALK
individuals during the year are as follows: o/
2020 2019
—EZEF —E-NEF
RMB’000 RMB'000

AR¥ T ARETT

Salaries and other emoluments e kEMiNe 8,538 5,255
Discretionary bonuses 1B TE 4L — 11,784
Retirement benefit contributions IR AR F R — 16
Share-based payments PAR% D A B2 B9 5 3R 21,970 326
30,508 17,381
The emoluments fell within the following bands: & &5 & > F A S4B Rl ¢
2020 2019
—EZEF —E-NEF
Emolument bands: B 48 51 -
HK$1,000,001— HK$1,500,000 1,000,001 7T 2 1,500,000,% 7T — 1
HK$1,500,001— HK$2,000,000 1,500,001 7T 2 2,000,000, 7T = 1
HK$2,500,001— HK$3,000,000 2,500,001 7% 7T % 3,000,000 7T 1 —
HK$3,000,001— HK$4,000,000 3,000,0017% 7T 2 4,000,0007% 7T 2 —
HK$4,000,001— HK$5,000,000 4,000,001 7% 7T 25,000,000/ 7T 1 —
Over HK$5,000,000 5,000,000/ 7T MA = 1 1
No emoluments were paid by the Group to any of the directors or the REBEE_ZTE_ZTF+_A=+—HLHF
five highest paid individuals as an inducement to join or upon joining E AEBEBEREIMNESEAZ RS
the Group or as compensation for loss of office during the year ended AT EMBE AEAEIMAKR
31 December 2020 (2019: Nil). 5 3800 A S SR [ 1% O SR R S B B A (B
(ZEB-NF: |-
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Notes to the Consolidated Financial Statements (Continued)
RS U MR 5 (18)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

17. PROPERTY, PLANT AND EQUIPMENT 17. % - BMBEREKE

Furniture
Leasehold Computer and office Motor  Construction Production
improvements equipment equipment vehicles in progress equipment Total
BRK
HENMELE ElRE BOZRE RE KEIR LERE o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTT ARETT ARETT ARBTT ARETR ARETR ARETRH
At 1 January 2019 RZE-NF
-B-8
Cost %S 105,641 52,190 29,830 2,217 - 51,390 241,268
Accumulated depreciationand Rt & KR EBE
impairment losses (21,062) (36,515) [14,199) (1,185) - (7,439) (80,380]
84,599 15,675 15,631 1,032 - 43,951 160,888
Year ended BE-Z-NF
31 December 2019 +ZA=t+-A1
FE
Opening net book amount FURETE 84,599 15,675 15,631 1,032 - 43951 160,888
Additions NE 12,075 943 485 6,908 641 2,685 23,737
Disposals & - 8 (5,689) - - - (5,697)
Disposal/Rescission of HE/BEHBAR
subsidiaries [616) (56) (151) (742) - - (1,565)
Depreciation nE [11,559) (6,878) (3,841) (1,836) - (10,385) (34,499)
Exchange differences EREE 1,354 188 149 52 6 647 2,39
Closing net book amount FREBFE 85,853 9,864 6,584 5414 647 36,898 145,260
At 31 December 2019 and R-ZE-N%F
1 January 2020 +ZA=+-8K
- g 33
-R-8
Cost %S 119,278 43,351 23,030 9,194 647 54,948 250,448
Accumulated depreciationand 21T E RBEEE
impairment losses (33,425) (33,487) (16,446) (3,780] - (18,050 (105,188)
85,853 9,864 6,584 5414 647 36,898 145,260
Year ended BE-Z-%2F
31 December 2020 +ZA=+-AL
FE
Opening net book amount ENEMFE 85,853 9,864 6,584 5,414 647 36,898 145,260
Additions NE 470 2,917 762 - - - 4,149
Disposals HE (1) (38) (41) = (640) (28) (748)
Acquisition of subsidiaries YK B A A - - 2% - - - 2%
Depreciation neE (12,363) (4,393) (3,240) (1,803) - (10,968) (32,767)
Reclassified as held forsale  EH DB ARKEHE
(Note 44 (a)) (PisE44la)) 8,773) (822) (1,322) - m - (10,924)
Impairment (Note (a)) EAEGEAE (44,295) (7,023) - - - - (51,318)
Exchange differences EREE (2,460 (166) (65) (251) - (2,011) (4,953)
Closing net book amount EREEFE 18,431 339 2,702 3,360 - 23,891 48,723
At 31 December 2020 R-Z-B%
+=A=+-H
Cost KA 102,096 12,184 18,267 7,590 - 51,164 191,301
Accumulated depreciationand R E KR EFR
impairment losses (83,665) (11,845) (15,565) (4,230) - (27,273) (142,578)
18,431 339 2,702 3,360 - 23,891 48,723
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Notes to the Consolidated Financial Statements (Continued)
M BRETME (B)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

17. PROPERTY, PLANT AND EQUIPMENT (continued) 17. Y2 - BAE R R & @)

Depreciation charges of property, plant and equipment recognised is

analysed as follows:

ERRVE BERREFEBAHF
-

2020 2019
= = —TNF
RMB’000 RMB'000
AR®ET ARET T
Cost of revenue U A K AR 179 695
Selling and marketing expenses HERMSHEER 191 723
Administrative expenses TR XX 32,397 33,081
32,767 34,499

Less: Discontinued operations (Note 44 (b)) W BRI EER
(B 5 44(b)) (6,230) (4,999)
26,537 29,500

Note (a)
Impairment of property, plant and equipment and right-of-use assets

During the year ended 31 December 2020, the Group’s CGU of eSport business
was under performed, management of the Group has conducted an impairment
assessment on eSport business CGU. The recoverable amount of CGU of
eSport business of RMB30,001,000 is lower than carrying amount, the Group
recognised an impairment loss on to the leasehold improvements and
computer equipment under property, plant and equipment and right-of-use
asset of RMB51,318,000 and RMB27,981,000, respectively (2019: nil). The
related impairment loss was recognised and included under “Impairment of
assets” in the consolidated statement of profit or loss and other comprehensive
income and attributed to the Group’s segment - AESE Group. In determining
value in use for the CGU of eSport business, the Group prepared the projected
cash flows in present value discounted at a rate of 33% on a pre-tax basis.

it 5 (a)
V¥ BERIEURCAREE ZRE

BHE_ZT _THE+_A=+—HIEEE K
EEEFERBRSEAEMNRRRE &&
EEEECHEREBRSELENETR
B -EHFEBReELBUNITRES
% A R ¥30,001,000 cEREEME NEBE
MWE BERSBTHEEREREKR
HEUARERAEEEDEAREBBARE
51,318,0007C & A K #27,981,0007t (= ZF — N
F:T) - MHBAREBES THERL;TALZE
BEkEME2EKAXRANIEERE]RE
BRANEE D AESEEE - BEEEHEKR
CELABUNERAEER  ~ASERRURE
RITERIIR €M & « LB B AT E 2 LA33% /Y b K
BHIR o

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
RS U MER M EE ()

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

18. RIGHT-OF-USE ASSETS

18. EFREEE

eSports
Buildings arena Total
BF B i5 it FLR-C]
RMB'000 RMB'000 RMB'000
ARETT AR%®TT ARETE
(Note (a)) (Note (b))
(P 7% (a) (B 3 (b))
At 1 January 2019 R-—ZE—hE—H—H
Cost B AR 11,298 64,520 75,818
Year ended 31 December 2019 HE—-Z—h &
+TZA=+—-HLEFE
Opening net book amount FEYREFE 11,298 64,520 75,818
Additions NE 30,795 — 30,795
Depreciation e (5,146) (7,743) (12,889)
Disposal & (2,800 — (2,800
Disposal/Rescission of k= €1l NG
subsidiaries (1,083) — (1,083)
Exchange differences ME W =R (31) (78) (109)
Closing net book amount FARBREFE 33,033 56,699 89,732
At 31 December 2019 R-ZE—-NhE+=-BA=+—8
Cost X A 38,210 64,520 102,730
Accumulated depreciation and R ERRBERE
impairment losses (5,177) (7,821) (12,998]
33,033 56,699 89,732
Year ended 31 December 2020 HE—-ZT_ZfF
TZA=+-HLEFE
Opening net book amount FYREFEE 33,033 56,699 89,732
Depreciation e (6,075) (7,739) (13,814)
Modification 1&ET — (8,142) (8,142)
Impairment (Note 17(a)) AE (M EE17(a)) - (27,981) (27,981)
Reclassified as held for sale ENEARFEHES
(Note 44(a)) (Pt 5E 44(a)) (24,579) — (24,579)
Exchange differences E W =% (1,753) (1,267) (3,020)
Closing net book amount FARIEEFE 626 11,570 12,196
At 31 December 2020 R-B-_TBF+=-A=+—H
Cost X7 4,008 26,200 30,208
Accumulated depreciation and  REHITE RIREE B
impairment losses (3,382) (14,630) (18,012)
626 11,570 12,196
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Notes to the Consolidated Financial Statements (Continued)
RS U I MER M EE ()

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

18. RIGHT-OF-USE ASSETS (continued) 18. ERAEEE
Depreciation charges of right-of-use assets recognised is analysed as EHRRBERAEEENEERAITAOT
follows:
2020 2019
e —TNF
RMB’000 RMB’000

ARET T ARETT

Administrative expenses TR 13,814 12,889
Less: Discontinued operations (Note 44 (b)) B BRI EER
(P FE 44(b)) (4,761) (3,078)
9,053 9,811
The details in relation to their leases are set out in Note 32. Details of ERAHEBEENFEH AN E32 BET
impairment assessment are set out in Note 17. S EIE ARV
Notes: B = -
(a) Buildings represent office premises in Hong Kong and PRC. (a) BFEUREBRTPEMAER -
(b)  eSport arena represent flagship gaming arena in Las Vegas, USA. (b) B35 b 48 Az 5O 35 B 4 HT 4 H0 AT 69 8
B 5 3 o

HREEZRERAT —E-SEER @



Notes to the Consolidated Financial Statements (Continued)

S M BRERME (&)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

19. INTERESTS IN SUBSIDIARIES

Particulars of the principal operating subsidiaries as at 31 December

2020 and 2019 are as follows:

19. RIWB LI ER

RZEBEZEFRZ
—HEBLEWE

Issued and paid in

2-AE+-A=+
ARFEMT :

Country/Place and date of capital/registered Principal activities and place of
Name of company incorporation/establishment Type of legal entity capital  Equityinterestheld operation
ERAL/RINER/ BRTREAER/
CEL HERAH EARH ARER BHERE IEXBRELHY
Directly held by the Company
ARFERKA
Lianzhong Holdings (Hong Kong) Limited Hong Kong/18 December 2013 Limited liability company 100 ordinary shares 100%  Investment holding
2019: 100%]
BRER(EE)BRLF BE/_E-ZETZATNR BREMLT 100 E R 100% REER
(ZZ-N%F 100%)
Primo Vital Limited BVI/13 February 2018 Limited liability company 100 ordinary shares 100%  Investment holding
2019: 100%]
Primo Vital Limited ABgARES/ EREMEAR 100RERR 100% RERR
“F-\FZATZH (ZF-N%F 1 100%)
Indirectly held by the Company
ARABRRA
Beijing Lianzhong Garden Network Technology ~ PRC/ 21 January 2014 Limited liability company US$350,000 100%  Provision of computer related
Co., Ltd" [2019:100%)  technical support, in PRC
ERBRRERENRARRIAT BE/ZF-MF-A-+-B AREALH 30,000%7T 100% RPBEREGERBBRTE
(ZZ-N% 100%)
Beijing Lianzhong Co., Ltd." PRC/23 March 1998 Limited liability company RMBT72,000,000 100%  Development and operation of online
[2019:100%]  card and board games, in PRC
IRBREHRERHARLT RE/-AANEZAZTZR BRERAT ARET2,0000007 100% RPERERELERERER
(ZF-1%F 1 100%)
Hainan Lianzhong Zhiqu Technology PRC/15 April 2015 Limited liability company RMB1,000,000 59.4%° PC and mobile games development
Development Co., Ltd" ("Hainan Lianzhong’) (2019:100%  andoperation, in PRC
EREREANARREARLR TE/-F-IFOATEA  FREMAT AR#1,000,0007 0.4 RPEREREEPCREDES
(IEE%R) (ZF-N% 2 100%)
Tianjin Juxian Tongchuang Technology PRC/31 October 2014 Limited liability company RMB1,000,000 100%  Mobile games development and
Development Co., Ltd." [2019:100%)  operation, in PRC
RRBERANBERARAA BE/ZF-OFTA=+-B AREARE ARH1,000,0007T 0% RRERERELHBEE
(ZZ-N%F 100%)
Tianjin Lianzhong Yidong Technology PRC/11 November 2014 Limited liability company RMB10,000,000 59.4%" PC and mobile games development
Development Co., Ltd." (‘Tianjin Lianzhong’) [2019:100%)  and operation, in PRC
RERDEIHAHEARLR TE/F-DET-A+-R  EREMLT ARE10,000,0007 0.4 RPEREREEPCREDER
(TRE®R]) (ZF-N% 1100%)
Beijing Guangyao Hudong Technology PRC/7 December 2016 Limited liability company RMB1,000,000 100% * Investment holding, in PRC
Development Co,, Ltd." 2019: 100%)
IRARESHEHEARLR TE/ZE-AETZALE BRERAT ARH1,0000007 100% RpEREER
(ZF-NF 1100%)
Tianjin Shengyou Shidai Technology PRC/21 July 2015 Limited liability company RMB1,000,000 100%  Investment holding, in PRC
Development Co., Ltd." 2019: 100%)
RERHERHAHEARLR HE/ZF-RELAZt-B ERAEAA ARH1,000,0007 100% RPEREER

Allied Esports Entertainment, Inc.”["AESE"]

Aled Esports Entertainment, Inc. * ([AESE])

Allied Esports International, Inc.”

Allied Esports International, Inc.”

US/5 November 2018

%8/-%-\E+-5EA

US/25 January 2017

¥EB/-F-+F-A-f7A
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BRAMELA

Limited liability company

EREfRA

US$10,000

10,000%7

(ZZ-N%F 100%)

31.1%*
(2019: 51.7%)
31.1%*
(ZZ—N%E :51.7%)

31.1%*

(2019: 51.7%)
31.1%*
(ZZ-N%F:51T%)

Investment holding, in US
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Operation of eSports activities,

inUS
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19. INTERESTS IN SUBSIDIARIES (continued)

19. RIiELIEVERS @)

Issued and paid in

Country/Place and date of capital/registered Principal activities and place of
Name of company incorporation/establishment Type of legal entity capital Equity interest held operation
ERRL/RINER/ BRTREHER/
NEER BERAH EARR AMER HERE TEXBREEHY
eSports Arena Las Vegas, LLC’ US/14 November 2017 Limited liability company - 31.1%*  Operation of eSports actiities,
(2019:51.7%  inUS
eSports Arena Las Vegas, LLC* X0/-3-t5+-BtmR  BRELAA 1% REEEEEREY
(22N :51.7%)
Alied Esports Atlanta, LLC" US/5 December 2019 Limited liability company - 31.1%*  Operation of eSports actiities,
(2019: 51.7%) inUS
Alied Esports Atlanta, LLC" *8/-F-NE+-AEH BERERRA 1%t REEELERED
(Z2-N%E:51.7%)
ELC Gaming GmbH" Germany/2 June 2016 Limited liability company EUR?25,000 31.1%*  Operation of eSports actiities,
(2019:51.7%] in Europe
ELC Garning GmbH’ BE/-F-~"ErAZA BEREMAA B000B T NI% RENEEERED
(22N :51.7%)
Club Service Inc.” US/3 March 2010 Limited liability company T ordinary share 31.1%*  PC and mobile games development
(2019:51.7%)  and operation, in US
Club Service Inc.” ZE/-%-36-8=H EREARA 1REER 1% REEREREEPCRBEES
(Z2-NE:51.7%)
WPT Enterprise Inc.” US/16 October 2009 Limited liability company 1 ordinary share 31.1%*  Television production, brand
2019:51.7%) licensing and tour management,
inUS
WPT Enterprise Inc.” EE/-FENETATAA BEREARA 1RERR 1% REENSERADRE iR
(Z2-AE:51m%)  EREEEER
Peerless Media Limited” Gibraltar/27 September 2004 Limited liability company 2,200 ordinary shares 31.1%*  Television production, brand
2019:51.7%) licensing and tour management,
in Gibraltar
Peerless Media Limited" ERER/ ERERRA 200REBR 1% REMERUEERNTRE &
“TEREAAZTLA (Z2-AE 50T BEERUEEE
# These companies are accounted for as subsidiaries of the Group even # E RS BB R K 5E4.2(a) BT 35 BB
though the Group has 31.1% equity interest based on the factors WA BEAEEEENRESR
explained in Note 4.2(a) to the consolidated financial statements. 31.1% ZERRMEAREENRB R
AIARR °
% The English name of certain companies referred herein represent 0 AFRARANE T RAMNEHTE
management’s best effort at translating the Chinese names of these NERBRBEAZBENHZERAZ
companies as no English name has been registered. 2%% BB EmR  AE W EFMEX
S Decrease in equity interest held because of exercising of convertible 5 FERERL THEREBFEARATE
notes by the notes holders. AR o
e Due to Company reorganised related game operating businesses during @ ERAQRNRERERNEALHEEHBS
the year, details see Note 45, and transfer the related game operation BEE(GERMELS) TE B —F
businesses to two subsidiaries, Hainan Lianzhong and Tianjin Lianzhong — HEEEEESS EXEREE
from 1 January 2021. Before the reorganisation of game business, FREKHE AT BNEEE R R KRR
Hainan Lianzhong and Tianjin Lianzhong are wholly-owned subsidiaries B EEBREAN  SEBERRE
of Beijing Lianzhong. In December 2020, Beijing Lianzhong entered into B At M E 2 ERB AR - R
respective shareholders agreements with management personnel of T_TE+ - A b RBRE BT
Beijing Maipu Taigi Technology Co., Ltd. BtFREEAFEHE AR A F) ATREARAR (It RBLE AT 2
("Beijing MPTQ") and an independent third party to offer them for EHEBAEBN —EZBIYE=AFVE
subscription in capital of Hainan Lianzhong and Tianjin Lianzhong. The BZBRREME  UARSREHEENRE
subscriptions were deemed to be completed as of 31 December 2020 EEMERRERB IR - 2 ZRE
and the shareholding, directly and indirectly, held by Beijing Lianzhong FERIEBE_ZTS_TF+ A=+
in Hainan Lianzhong and Tianjin Lianzhong were diluted to 59.4% and —HE=K MR ERNEEHsR R
59.4% respectively. REMBASEEREERER 5 5
#58 %59.4% 2 59.4% °

BRERZEREBAT —B_SFFR
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

19. INTERESTS IN SUBSIDIARIES (continued)

The following table list out the financial information related to Allied
Esports Entertainment, Inc. ("AESE") and its subsidiaries (together
with AESE, the "AESE Group”), of which the Group has material non-
controlling interests during the year ended 31 December 2020. The
summarised financial information presented below represents the
amounts before any inter-company elimination.

19. RIiELIEVERS @)

TRENEHEE T T F +
— A = + — B It ¥ [EAlied Esports
Entertainment, Inc. (TAESE]) & H it B 2
A (MBIAESEE B D (REERE P
BERFEREZ)MUBER - TX2
IHMBEER B EREREANEEARARF
il #5 8 AiT B9 3R I8 o

AESE Group AESEX &

2020 2019
= —E-NF
RMB’000 RMB'000
AR®T T AR®F T

Proportion of ownership interests and voting IR A E A
rights held by the non-controlling shareholders K 3% Z2 # k. {7 68.90% 48.30%
Current assets mBEE 47,172 113,657

Assets of disposal group classified as held of sales D8 A EEE 2 L E 4 7|
BE 320,546 _
Non-current assets ERBEE 60,294 643,518
Current liabilities nE R & (113,748) (176,163)

Liabilities of disposal group classified as held for 738 AIFEHE 2 L EAHF|
sales =R (88,679) -
Non-current liabilities EMBEE (57,079) (87,206)
Net assets BEFE 168,506 493,806
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19. INTERESTS IN SUBSIDIARIES (continued) 19. K‘W%ﬁﬁlﬂ'ﬂ%é(ﬂé)
2020 2019
—EoEF —ZT—AF
RMB’000 RMB'000

ARET T AR¥ETT

CONTINUING OPERATIONS: GRS R
Revenue WA 22,164 52,139
Total expenses X 4258 (371,295) (161,667)
Loss for the year from continuing operation RERFBREEBHERN
18 (349,131) (109,528)
DISCONTINUED OPERATIONS: ERIBERT -
Loss after tax for the year from discontinued REERIFEEXBHNTFA
operations Mriiiz B8 (5,923) (16,570)
Loss for the year FREE (355,054) (126,098]
Other comprehensive income for the year FRHMEEBA 378 503
Total comprehensive loss for the year FAZTHBEER (354,676) (125,595]
Loss attributable to equity holders of the Company A2 Rl tE#H A AEIHEIE (145,630) (89,046)
Loss attributable to non-controlling shareholders ~ FE 1% B% % 58 & 15 /&5 18 (209,424) (37,052)
(355,054) (126,098)
Total comprehensive loss attributable to RRARRERAAEEEZE
equity holders of the Company E R MR (145,514) (89,046)
Total comprehensive loss attributable to FEE IR G T EER
non-controlling shareholders k) (209,162) (36,549)
(354,676) (125,595)
CONTINUING OPERATIONS: FFRESEER
Net cash flows used in operating activities KEEHSMARESREFE (35,718) (52,160
Net cash flows (used in}/from investing activities & &/E8) (FTA) FTEHE &
mEFE (38,013) 62,002
Net cash flows from financing activities MEGTBERERNEFE 63,247 -
Net cash (outflows)/inflows Be (Rt RAFE (10,484) 9,842

HREEZRERAT —E-SEER @



Notes to the Consolidated Financial Statements (Continued)
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For theyear ended 31 December 2020 &£ =T = F

FH-_A=1T—HLFE

20. INTERESTS IN ASSOCIATES 20. REtE L IR
2020 2019
= —NE
RMB’000 RMB'000
ARMT T AR T T
1 January »w—H—H 437 20,586
Disposals & - (14,444)
Fair value measurement at REFSEAHNAAENE
the date of reclassification - 2,231
Reclassification to financial assets at FVTPL E 0 E R AR Bt ABEN
TREE - (5,663)
Share of profits/(losses) of associates, net 7 B & QX BEF),(E518) F 58 3,813 (2,273)
At 31 December R+=-—A=+—8H 4,250 437
Share of net assets and goodwill ﬁfﬁé{@@fﬁﬁﬁﬁ 47,309 43,496
Provision for impairment of interests KBS R R Z R ERE
in associates (43,059) (43,059)
4,250 437
Movement in the provision for impairment of interests in associates is REE QAT ERREREESHOT
as follows:
2020 2019
ZEZEF —E-NF
RMB’000 RMB'000
ARBT T ARBTT
At 1 January mn—H—H 43,059 61,795
Amount written off during the year FAMBH SRR = (18,736
At 31 December R+t—A=+—H” 43,059 43,059
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Notes to the Consolidated Financial Statements (Continued)

mE B WM &L ()
Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE
20. INTERESTS IN ASSOCIATES (continued) 20. RIE N IEVRELS ()
As at 31 December 2020, the Group had interests in the following N—_E— ;Tﬁ—f—:ﬂ =t+—H ' KN&EH
associates, all of which are considered not individually material to the %ﬁ L/{ THRAABEBEHAER T AT KX
Group: m%z&r\ a*E
Attributable
Country of equity interest held Principal activities and
Name of company establishment Paid in capital by the Group place of operation
B 3L BT AE Y AEEBEEN
NCIEE B xR BEARA EERE FEXBRELHE
Beijing Chinese Racing Pigeon Sports ~ PRC RMB10,000,000 39.5% Operation of racing pigeon
Culture Development Co., Ltd (2019:39.5%) sports competitions, in PRC
("Beijing Chinese Racing Pigeon”)
LRPHEREXLERAERLRA HE AR 10,000,000 7T 395% HETEEEHRSRELE
(MR Ees]) (ZZE N5 :39.5%)
Tianjin Zhongqi Weiye Sports PRC RMB10,526,320 40.6% Mobile games development
Development Co., Ltd. (2019: 40.6%) and operation, in PRC
("Zhongqi Weiye”)
RETEEEBEERBRAA & AR¥10,526,3207T 40.6% RAPBEREREELHES
(T #EHEZE]D) (ZB—=N5F : 40.6%)
Beijing Weichu Information Technology PRC RMB1,538,460 35.0% Mobile games development
Co., Ltd. ("Beijing Weichu") (2019: 35.0%) and operation, in PRC
LERMBEERRMERAE & AR#1,538,4607C 35.0% RAPBEREREELBHES
(T =i ) (ZZ— N5 :35.0%)
Zhike Zongheng Cultural Media (Beijing) PRC RMB289,465 20.0% Mobile games development
Co., Ltd. ("Zhike Zongheng") (2019: 20.0%) and operation, in PRC
EEMENCEREAER)BRAF FE AR #289,4657C 200% RTEBERSERDEE
(TEFHED (ZZ =5 : 20.0%)

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

21. GOODWILL 21. &

[

The net carrying amount of goodwill can be analysed as follows:

RHEREFENOMAOT

2020 2019

—E-EHF —E-NF

RMB’000 RMB'000

ARMT T AR T T

At 1 January n—HA—H 101,249 180,441
Disposal/Rescission of subsidiaries k=1 )N — (74,594)
Provision for impairment AR ] = (6,238)
Net exchange differences ME X = R F(E (6,558) 1,640
Reclassified as held for sale (Note 44/(a)) BB RSIEHEE (M 3E44) (94,691) —
At 31 December R+=—RA=+—H — 101,249

As at 31 December 2020, goodwill related to WPT business were
reclassified as held for sale in Note 44(a).

As at 31 December 2019, the recoverable amounts of goodwill relating
to WPT business were determined based on value in-use calculations,
using an annual cash flow budget plan covering a four-year period
with estimated long-term growth rate of 2.3% per annum for the
operations. A discount factor of 12.0% per annum was applied in the
value in use model.

The key assumptions include profit margins, which have been
determined based on the expectations for market share after taking
into consideration current economic environment and market
forecast. The directors believe that any reasonably possible change in
the key assumptions on which the recoverable amounts are based
would not cause the carrying amounts of the units to exceed their

respective aggregate recoverable amounts.
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Notes to the Consolidated Financial Statements (Continued)
RS U I MER M EE ()

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

22. INTANGIBLE ASSETS 22. BCEE

Game
intellectual
properties,
trademark Programmes
Computer and Brand and  Unfinished Development  Customer
Software licenses name filmrights contracts costs relationships Total
il Bk
EE BE HEREY
EfE#H RIFTE aEER i RZREH HREAX EFBERK a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREBTT AREBTT ARETT ARETT ARETT ARETT ARETRT
[Restated] ~ (Restated) ~ (Restated)  (Restated)  (Restated)  (Restated)  (Restated)  (Restated)
(&31) (&31) (&31) (&31) (&31) (B31) (&31) (&31)
At1 January 2019 RZZ-h%
-A-8
Cost A 19,760 337,502 114,086 238,459 31,376 33914 47357 822,454
Accumulated amortisationand  Z 5T &4 K FEEE
impairment losses 15,674) (212,462) (51,585) (97,659) (31,376) (32,785) (47,357) 488,898)
Net book amount EHEE 4,086 125,040 62,501 140,800 - 1,129 - 333,556
Year ended 31 December 2019 HZ=-Z—- L&
+=A=+-BL
FE
Opening net book amount FNERFE 4,086 125,040 62,501 140,800 - 1,129 - 333,556
Additions NE 1,150 1,723 81,726 34,553 - 1,205 - 120,357
Disposal of subsidiaries HERBAF (2,840 (107,002) - - - (768) - [110,610)
Amortisation B 737) (16,390) (25,033) (19,401) - 1,566 - 63,127)
Impairment loss (Note 11) REFE (M) - (1,035) - (2.282) - - - (3317)
Exchange differences ERER 2 4 2125 2,647 - - - 4,596
Closing net book amount EREEFE 1679 2340 121319 156,117 - - - 281455
At 31 December 2019 and RZZ-h%
1 January 2020 +ZA=+t-ARk
ZBIER
-A-A
Cost R 18,104 232,227 203,052 288,988 33,498 34,351 47357 857,577
Accumulated amortisationand 2% 5 MR EE B
impairment losses [16,425) (229,887) 81,733) (132,871) (33,498) (34,351) (47,357) (576,122)
Net book amount EEFE 1,679 2,340 121319 156,117 - - - 281,455
Year ended 31 December 2020 HZ-F =%
+ZA=t-AL
FE
Opening net book amount FOEEFE 1,679 2,340 121,319 156,117 - - - 281,455
Additions B 325 217 23,769 19,675 - - - 43,986
Disposal HE - (371) - - - - = (371)
Amortisation By (452) 1,095) (24,971) (12,109) - = - (38,627)
Reclassifiedasheld forsale  EF P EARFIEEE
(Note 44 [a) (M 5 44a)) (1,290) - (112,324)  (153,155) - - (266,769)
Exchange differences EHEE (85) (15) (7,793) (10,528) (18,621)
Closing net book amount ERREFE 177 1,076 - - - - - 1,253
At 31 December 2020 RZBZZF
tZA=t-8
Cost AR 14,345 163,773 - - - 32,785 47,357 258,260
Accumulated amortisation and £ 5 84 K EE 1B
impairment losses (14,168) (162,697) - - - (32,785) (47,357) (257,007)
Net book amount REFE 177 1,076 - - - - - 1,253
MREBRERERAT

SROREER @



Notes to the Consolidated Financial Statements (Continued)
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

22. INTANGIBLE ASSETS (continued) 22. REBEEmw)
Amortisation charges of intangible assets recognised is analysed as EHRABETVEELRFEERSTWOT :
follows:
2020 2019
= —TNF
RMB’000 RMB’000

ARET T ARETT

Cost of revenue NN 1,246 2,346
Administrative expenses THHEX 37,381 60,781
38,627 63,127
Less: Discontinued operations (Note 44 (b)) J& © B #% 1 48 & 2 7% (M 3£ 44(b)) (37,082) (44,477)
1,545 18,650
23. LOANS TO THIRD PARTIES 23. BB =HNER

2020 2019
—E-EF —E-NEF
Note RMB’000 RMB'000
Bt 5 AR®T T ARET T

Non-current portion FEENHAER o
Loans B (a) — 6,443

Current portion BD A 3B &
Loans BR (b) 48,237 57,470
Interest receivables JE U R B 1,843 2,061
50,080 59,531
Less: ECL allowance A TEHEEBERE (c) (50,080) (55,463)
—_ 4,068
Total HBEt — 10,511
(a)  As at 31 December 2019, long-terms loans amounting to A RZZE—NAF+-—A=+—H 'K

RMB6,443,000 are secured by unlisted equity interest in
companies of the debtors incorporated in the PRC and were

interest-free and reclassified to other receivable during 2020.
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For the year ended 31 December 2020 & %= —

23. LOANS TO THIRD PARTIES (continued)

(b)

As at 31
RMB48,237,000 become due within next

December 2020, the loans to third parties of

12 months and are

included in current portion. The amount comprises of:

(i)

(ii)

(iii)

As at 31 December 2019,

RMB26,452,000 loan secured by a personal guarantee of
Ms. Fu Qiang, a non-executive director of the Company,
with interest rate of 5.5% per annum;

RMB13,285,000 unsecured loan with interest rate of 1%
annum;

RMB8,500,000 were secured by unlisted equity interest in
companies of the debtors incorporated in the PRC, of
which RMB4,000,000 were with interest rate 4.75% per
annum and RMB4,500,000 were interest-free.

the loans to third parties of

RMB57,470,000 become due within next 12 months and are
included in current portion. The amount comprises of:

(i)

(i)

(iii)

(iv)

(v)

RMB26,452,000 loan secured by a personal guarantee of
Ms. Fu Qiang, a non-executive director of the Company,
with interest rate of 5.5% per annum;

RMB13,285,000 unsecured loan with interest rate of 1%
annum;

RMB5,000,000 loan secured by unlisted equity interest in
company of the debtor incorporated in the PRC with
interest rate of 4.35% per annum;

RMB4,233,000 unsecured loan being interest-free; and

RMBS8,500,000 were secured by unlisted equity interest in
companies of the debtors incorporated in the PRC, of
which RMB4,000,000 were with interest rate 4.75% per
annum and RMB4,500,000 were interest-free.

The carrying amount of the amounts due approximate their fair

values.

—EE+_HA=1+—HLFE

23. BFE=DNER @

(b)

R=F-_FEL-_HA=F+—"H &%

%%_EE’JTMJ\EMAS,ZSZUOO
TRRAR T @A RS HAEF
ABNEAEE D » ZFRIABIE

)  AR#264520007CH & &
RAREHRITESTBRLZ L
REMEAERKE  &RF
FE55%E 8

(i) A %132850007T HY & K 48
BEHAFFE1%5T S

liii) A R #8,500,0007C 1 7
SE AR S B B A A AR 3E
SRR HRARK
4,000,000 7T ¥% F FI FE 4.75% &1
B A K #4500,0007T &
RE o

T-hF+=ZA=+—H %
%%_ﬁZEﬁAE%Wme
TR AR+ A RE A&
ABVEAE 5 o ZFIBBIE ¢

() AER#264520007C8E KB
RAREHRTEEBRL L
REMEAERKE  RE
A E5 5%t 2

(i) A #13,285,0007T Y & K 48
BEHAFEFE1%5T S

lii) A R #5,000,0007C 8 E & &
RABEFMALBEREAR
AMFELmEREMR  BF
=K 4.35% 51 B

(iv) A FE#4,233,0007T &9 & K 48
BERAERE R

v A R #8,500,0007 f 7
5 AR Sz B fE R A A R AV IE
EmEEER HAARK
4,000,000 7T 1% F FI| FE 4.75% 51
B A R #4,500,0007T &
BB o

IHRENREEEE A AR
BRERERERAT —B_BEFH
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

23. LOANS TO THIRD PARTIES (continued) 23. BFB=PNER @
(c)  The movement in the ECL allowance is as follows: (c) TEHEEEBREZ2ZZFHNOT :
2020 2019
ZE-EF —E-NF
RMB’000 RMB'000
AR®T T ARBTT
(Restated)
(E31)
At the beginning of the year REA 55,463 5218
ECL allowance recognised EMRAERAEEEERE = 55,146
Amount written off during the year FRNEMESHE (5,383) (4,901)
At the end of the year RER 50,080 55,463
(d)  During the year ended 31 December 2020, no impairment (2019: d REBEE-_Z-_ZF+-_A=+-—
an impairment loss of RMB55,146,000) (Note 11) was recognised HEFE BIERE(ZZE— N
in “Impairment of assets”. & R EEE A R 55146,0007T)

(EIDRIEERME] R -

24. FINANCIAL ASSETS AT FAIR VALUE 24, BARBESAERZ TR
THROUGH PROFIT OR LOSS B8E

2020 2019

—g-85 —T-NF

RMB’000 RMB000

AR¥ T ARETT

Included in non-current assets FAERBDEE

Unlisted equity investments FEETMRAKE 69,683 63,414
The fair value of the Group's investments have been measured as A FE42(g) Tl - RERBEN AR
described in Note 42(g). BEEFE°

@, Ourgame International Holdings Limited Annual Report 2020



Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

25. NON-CURRENT PREPAYMENTS 25. ERBBENMRIA

For the year ended 31 December 2019, non-current prepayments
represent US$3,500,000 (equivalent to RMB24,417,000) paid to TV
Azteca, S.A.B. DE C.V., a Grupo Salinas company ("TV Azteca”), in
connection with a strategic investment agreement with TV Azteca in
order to expand the Allied Esports brand into Mexico.

Addition US$1,500,000 was paid during the year ended 31 December
2020, and the total non-current prepayment was US$5,000,000
(equivalent to RMB34,516,000).

As at 31 December 2020, due to management’'s determination that
the future cash flows are not expected to be sufficient to recover the
carrying value of this investment, an impairment loss of US$5,000,000
(equivalent to RMB34,516,000] (Note 11) was recognised in “Impairment
of assets”.

BHE-_T-—NLF+_A=+—-—BILHF
& FEMEN TR FRIEFE ATV Azteca, S.A.B.
DE C.V.(Grupo Salinasi& T 2 @l [TV
Aztecal) X £ #93,500,000% 7T (48 &
AR ¥24,417,0007T) © T35 B8 5 #%Allied
Esports o b # 75 &= 22 78 & B2 TV Azteca &l
7R EWE -

Frig 71500000 E LEREBE S -F
F+Z_A=t+—HLEFEAIN M3k
7t B 78+ 71 B 4858 /45,000,000 7T (A&
P AR #34,516,0007T) °

RZEZZTF+_A=+—H BHRE
BEETARESREEHTEAKED
REZEANEEE WREERE]A
T SRR (B /5 185,000,000 T (B E R AR
#34,516,0007T) (FEE11) ©

BREEERERAT —E-SEER @
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

26. TRADE AND OTHER RECEIVABLES 26. EZ R EMBWRIR
2020 2019
—2-%8% —T-AF
Notes RMB’000 RMB'000

B &E ARET T AR¥ETT

Trade receivables B EWRE (a)
From third parties FEWE = ZIE 5,248 45,166
Less: ECL allowance B THEBEEEERE (544) (27,582)
4,704 17,584
Other receivables H fih fE W R IE (b)
Deposits, prepayments and e BRKIER
other receivables E b e U 5k 18 59,808 35,098
Advances to employees A& 8 1E i m 2K 550 1,321
Loan to a director of a subsidiary By —MKBAF
—REFENEXR 4,480 4,509
64,838 40,928
Less: ECL allowance B TEHEEEERE (17,636) (8,000)
47,202 32,928
51,906 50,512
The directors of the Group considered that the fair values of trade and AEBEZEEFRARE S RHEMERRIED
other receivables are not materially different from their carrying AAEHEREHEYTESEAEZRE 1D
amounts because these amounts have short maturity periods on their HRZESERELEEREIAZIEH -
inception.
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S M BREME (&)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

26. TRADE AND OTHER RECEIVABLES (continued) 26. ES R EMEWFRIE @)

(a) Trade receivables

The credit terms of trade receivables are usually 30 to 90 days.
Ageing analysis based on recognition date of the gross trade
receivables at the reporting dates is as follows:

(a)

B 5 fE U OB Y 12 B HE E 530
Z90E - RS BRI S 5wk
0 8 5 W TR B A0 R B AT
mF :

2020 2019
—2-%% —T-AF
RMB’000 RMB'000

ARET T ARETT

0-30 days 0230H 2,959 11,608
31-60 days 31260H 534 1,925
61-90 days 61290H 575 614
91-180 days 912180 H 359 2,603
181-365 days 181&365H 283 —
Over 1 year HBim1F 538 28,416

5,248 45,166

The movement in the ECL allowance is as follows:

BHREEBRREESHUT

2020 2019

ZEZEF —E-NF

RMB’000 RMB'000

AR®T T ARBTT

(Restated)

(E351)

At the beginning of the year R E ) 27,582 44,041
ECL allowance recognised EmRAEREEEERE 460 34,088
Amount written off during the year RERMEN 5 (27,498) (50,547)
At the end of the year RER 544 27582

The Group applies simplified approach to provide for expected
credit losses prescribed in IFRS 9. Provision for ECL have been
included in “Impairment of assets” in the consolidated
statement of profit or loss and other comprehensive income.

As at 31 December 2020, 26% (2019: 38.9%) of trade receivables
are due from three (2019: three) major distribution channels
and payment vendors in cooperation with the Group’'s online
card and board games business.

AE B EREEB KB R
EEREIRMAANBHREER
BitERE EHEEEREAD
ARG EakEMEEKER
B EERME]

RZE-_ZTF+-_A=+—81"
26%(=ZZF — NLF :398%) W E 5
ElRFENERKE=R(=ZE— AL
F =) HBAEB A GRS
BEBACENEESHEBRS
S rER -

BRERZEREBAT —B_SFFR
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

26. TRADE AND OTHER RECEIVABLES (Continued) 26. ES R EMEWFRIE @)

(b) Other receivables

Other receivables included refundable prepayment for purchase
of financial assets of RMB10,000,000 (2019: nill, prepaid
operating expenses RMB10,882,000 (2019: RMB9,062,000];
advance to share repurchase scheme of RMB6,831,000 (2019:
RMB765,000), rental deposit of RMB5,514,000 (2019: 6,627,000,
advances to employees for various expenses to be incurred in
the ordinary course of business, advance to related companies.
These advances are unsecured, interest-free and repayable on
demand.

The movement in the ECL allowance is as follows:

(b) E & FRIR

HthEW N EREBEESRE
EZAEBDBENRIREARE
10,000,000 (= —NF : T) 7&
T8RS AR %10,822,0007C (=
T—NF: ARY90620005T) : 8
- % 1 B 1=l 51 8 A R %5 6,831,000 7T
(Z=—NF: ARM7650007T)
Heke ARKS514000 (= F
— L& 6,6270000) A RRRBE
¥ BARTPBELEZEBAIMMA
EEEL 22 kWA FE
HWBER - ZELRBEERT &
EBAEREREE -

EHREEERREZEHNT

2020 2019

—E_EHF —E-NF

RMB’000 RMB'000

AR®ET T AR T T

(Restated)

(E751)

At the beginning of the year RF ) 8,000 32,083

ECL allowance recognised ERABHEEEERE 12,108 74,858

Amount written off during the year FAEMBE 228 (2,472) (98,941)

At the end of the year RER 17,636 8,000
27. RESTRICTED BANK BALANCES 27. Z R HIRTHEER

For the year ended 31 December 2020, the restricted bank balances
represented US$5,000,000 (equivalent to RMB32,622,000) placed into
an escrow account to be used for developing integrated eSports
experience venues at mutually agreed upon shopping malls owned
and/or operated by Brookfield Property Partners (“Brookfield”) or any
of its affiliates, that will include a dedicated gaming space and
production capabilities to attract and to activate esports and other
emerging live events.
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Notes to the Consolidated Financial Statements (Continued)

=)

For the year ended 31 December 2020 & %= —

M BRI (8)

27. RESTRICTED BANK BALANCES (continued)

In June 2019, the AESE entered into a strategic initiative agreement (the
“Simon Agreement”) with Simon Equity Development, LLC ("Simon”],
a shareholder of the AESE, pursuant to which Allied Esports would
conduct a series of mobile esports gaming tournaments and events at
selected Simon shopping malls and online called the Simon Cup, in
each of 2019, 2020 and 2021, and would also develop eSports and

gaming venues at certain Simon shopping malls in the US.

For the year 31 December 2019, the restricted bank balances
represented US$3,650,000 (equivalent RMB25,463,000) placed into an
escrow account to be utilised for various strategic initiatives including
the build-out of branded esports facilities at Simon Property’s malls,
and esports event programs.

In March 2020, as the COVID-19 pandemic accelerated in the US,
Simon notified the escrow agent that the parties had not agreed on a
2020 spending plan and requested the return of the remaining funds
in the escrow account. The escrow agent returned the remaining
US$3,650,000 to Simon on 26 March 2020. During the year ended 31
December 2020, AESE recorded US%$3,650,000 (equivalent to
approximately RMB25,196,000), of loss of restricted bank balance by
the withdrawal of cash held in escrow account.

28. BANK BALANCES AND CASH

—EE+_HA=1+—HLFE

27. 2 BR iR 1T/ ER @)

RZZE—NF 7N A AESEEESimon Equity
Development, LLC ([Simon ] "AESE 2 % %)
R —HBE B ([Simonth &)
UL+ Allied Esports R =T — N F » =
T_EER- f_—ixﬁl‘_tﬁ“‘%k_z
Simon i T & ¥ 4 35 R AR 2B F — R 5
BB E L E KRGS - I 3 B Simon
BTETEYESERES RERSM

HEz_Z—-—NEF+=-_A=+—H1
FE XBRHBTEREEFTATLEE
BR P 2365000 m(HHERARK
25,463,0007C ) © B #§ B R T [ 5K B 8
¥+ B 4E H Simon Property i T 7 35 8 2
mEEFREREFEEHIEE -

MN-E-_TE=ZF BEXEREAFE
BRBESRBEFHFBR SmonBEHEFE
REBEBBITOARMAE S -_TF K
BBl ERBE LEXRBIERFEA
ZHBRTESERB -AERBERZ-_Z=
TH=F = +75H## T3,650,000% T
RESMone BE_ZT_ZTF+_-A=
+—BILFEE  AESEEBREAEERFE
P38 € $% 183,650,000 7T (A E R4 A
R #25,196,00070) 2 3[R #l $5 17 4 8~ 18
950

. RITBHRRREE

2020 2019

—ECEHF —E-NF

RMB’000 RMB'000

AR®ET ARETF T

Cash at bank and on hand RITEFERS 103,122 185,848
Bank balances and cash per bR G B IR 2R PR

the consolidated statement of RITEB LIRS

financial position 103,122 185,848

Reclassified as held for sale (Note 44 (a)) B0 BEARBEHES (M iF4dla) (23,705) —

79,6417 185,848

HREEZRERAT —E-SEER @
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RS M B R <M 5 ()
For theyearended 31 December2020 B Z —ZE _ZTF+ A=+ —HILFE
28. BANK BALANCES AND CASH 28. RITBHERRE
Included in bank balances and cash of the Group is RMB64,814,000 AREBNRTAEKRLEE S8 FHAS
(2019: RMB119,908,000) of bank balances denominated in Renminbi BERETUARETAREDSEZA
("RMB”] placed with banks in the PRC. The conversion of RMB into R#64814000c(ZT—NF: AR
foreign currencies is subject to the rules and regulations of foreign 119,908,000 7T ) Y R 17 45 &4 © AE@%ET‘%
exchange control promulgated by the PRC government. As of 31 AN 2 E PR B BRAT 28 6 B SN BE B I B
December 2020 and 2019, other than the restriction from exchange FRENEE - HE_ZE_ZTFEK_F
control regulations, there is no significant restriction on the Group. —hE+ZA=Z+T—H KRIINEE
il % 151 &0 BR il SN - S £ [ A 2B A A
EpNIE IS
29. TRADE AND OTHER PAYABLES 29. ES REMENMRE
2020 2019
—EC-RHF —E-NF
Note RMB’000 RMB'000
B 5 ARBT T AR T T
Trade payables — to third parties EZEMRE-EHE= (al 11,589 17,507
Other payables Hfth FE S FRIB
Receipts in advance 8 WK I8 — 10
Other payables and accrued charges £ ftb & 50 1B & fE 5T & A (b) 34,057 46,720
Staff costs and welfare accruals 8 ITAA KR FEET1E T 5,627 8,643
Accrued interest on convertible notes A A i% EIEH ERTFI B 955 14,573
40,639 69,946
52,228 87,453
All amounts are short-term and hence the carrying values of trade FeEcBREANRE RZZ_TFK
and other payables as at 31 December 2020 and 2019 were considered —E-NFTZA=T—HHEZRHE
to be a reasonable approximation of their fair values. EMRENERERMBERSEAR
ENARENHHK-
The credit terms granted to the Group are usually 30 to 90 days. REFRERNEEHRTER/IIOE0AH -
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29. TRADE AND OTHER PAYABLES (continued)

The ageing analysis of trade payables to third parties based on

recognition date is as follows:

29. B R EMBENRIR @)

BNF=TNESHENRBEREREH

BB ST :
2020 2019

—2-%8% —T-AF
RMB’000 RMB'000

ARET T ARETT

0-30 days 0&230H 5,816 8,536
31-60 days 31E260H 69 528
61-90 days 61290H 3 151
91-180 days 912180 H 284 1,979
181-365 days 18123656 H 3,100 5,335
Over 1 year Bl —F 2,317 978

11,589 17,507

(b) Other payables and accrued charges

Other payable included a deposit of disposal of an associate
RMB1,858,000 (2019: Nil.

30. DEFERRED REVENUE

(b) HMEITRIRRESER

HENRERELE —HKB
NAElZ &€& AR¥1,8580005T(=
T—NF |

30. EFE A

2020 2019
—2-%8% —T-AF
RMB’000 RMB'000

ARET T ARETT

Contract liabilities arising from billing BARWEMEENEHNAR
in advance of performance
At 1 January n—HA—H 40,741 26,416
Recognised as revenue R RBA (40,741) (26,416)
Addition NE 26,350 40,741
Reclassified as held for sale [Note 44(a)) EMOBRIFIEHE
(i 5E44la)) (12,857) -
At 31 December RT=—A=+—8 13,493 40,741

Deferred revenue represented service fees prepaid by the game
players for the Group’s online games in the forms of prepaid game
cards, virtual currencies and virtual goods, for which the related
services had not been rendered at the reporting dates.

IR FE YA 48 S SR B AR b e 8 e 2 B B 3K
NEMNERR EREELEHRD AL
FABRNHREE MAEERHRSE A
H il R R A AR R AR TS

BRERZEREBAT —B_SFFR
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30. DEFERRED REVENUE (continued) 30. iEXE WA (=)
When the Group receives in advance before the services rendered, BN £ BN IR A AR 15 Al TE 2 WER X I8
this will give rise to contract liabilities at the start of a contract until B UBEEREGANFABRREESNE
the revenue recognised for the services exceeds the amount of the &+ B & 5k AR TR A UK A R 28 T8 U5
receipt in advance. BERBIE-
As at 31 December 2020, the Group’s deferred revenue is expected to RZTE_ZEF+_A=+—H &&EH
recognised as revenue within one year. As a practical expedient, this ZIEEWATEER —FRNERESRA -
amount does not need to be considered for the effects of a significant EE—BEBRREEZFE LT E
financing components. MEAMEXDZZETUER -
31. CONVERTIBLE NOTES 3. JRIEER
2020 2019
— — e
RMB’000 RMB'000
ARMT T AR T T
Non-Current portion JEENH I o
Convertible Notes issued in 2020 RZZB_TFRT2ABRERER 9,734 —
Current portion ENEA 3R 2
Convertible Notes issued in 2019 and 2018 = R ZZT— N F R =T — N\ F 1T
AR 13,610 96,506
23,344 96,506

Convertible Notes issued in 2020

On 8 June 2020, the Group subsidiary, AESE issued convertible notes
2020
Convertible Notes”] (equivalent to approximately RMBé6,271,000) and

with an aggregate principal amount of US$9,600,000 (the

immediately vested five-year warrants to purchase an aggregate
1,454,546 shares of common stock of AESE at an exercise price of
US$4.125 per share for net cash proceeds of US$9,000,000 (equivalent
to approximately RMB62,129,000). The 2020 Convertible Notes are
secured by the assets of AESE, interest bearing at 8% per annum and
mature on 8 June 2022, with an aggregate of interest guaranteed to
be paid to the noteholders of US$1,536,000. The 2020 Convertible
Notes were accounted for as financial liabilities at fair value through

profit or loss.

@ Ourgame International Holdings Limited Annual Report 2020
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4125 LB B & ££ 1,454,546 % AESE X 8@
i + BT 15 s IE 3R £ )F %8 /49,000,000 3% 7T
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31.

CONVERTIBLE NOTES (continued)

Convertible Notes issued in 2020 (Continued)

The 2020 Convertible Notes and two years of interest are payable in
equal monthly instalments [(the “Monthly Redemption Payment”),
commencing on 7 August 2020.

Each Monthly Redemption Payment may be paid at the AESE’s option
in cash, or in AESE's common stock (the “Stock Settlement Option”)
at a price equal to 87% of the lowest daily volume weighted average
price in the 10 days prior to the scheduled payment date (the “Stock
Settlement Price”]. The Stock Settlement Price cannot be lower than
US$0.734 per share. Monthly Redemption Payments paid in cash
require the payment of a 10% premium in addition to the monthly

instalment.

Immediately prior to each Monthly Redemption Payment, the holders
of the 2020 Convertible Notes may accelerate up to four Monthly
Redemption Payments and may elect to have such accelerated
Monthly Redemption Payments paid in AESE's common stock at the
Stock Settlement Price, instead of in cash.

The 2020 Convertible Notes are convertible at each holder’s option, in
whole or in part, and from time to time, into shares of the AESE's
common stock (the “Holder Conversion Option” and together, with the
Stock Settlement Option, the "ECOs”) at US$3.30 per share (subject to
adjustment to convert at the same price as any subsequent issuances
of AESE common stock at a lower issuance price, subject to certain
exceptions) (the "Holder Conversion Price’]; provided, however, that
the parties may not affect any such conversion that would result in a
note holder (together with its affiliates) owning in excess of 4.99% of
the number of AESE's common stock outstanding immediately after
giving effect to the conversion (the “Beneficial Ownership Limitation”).
Each holder, upon notice to AESE, may elect to increase or decrease
its Beneficial Ownership Limitation, provided that the Beneficial
Ownership Limitation may not exceed 9.99%.

During the year ended December 31, 2020, principal amount of
US$9,018,182 was converted into AESE's common stock. The
remaining outstanding principles of the 2020 Convertible Notes was

converted into AESE’s common stock on 2 January 2021.

Loss on conversion of convertible notes of RMB11,486,000 was
charged to profit or loss for the year ended 31 December 2020.

31.

TR FR @)

RIETEFRITIURR
E=$-30 )

—E_THEUHAREBRMFEMNEE
E_ZEFE\RALERBOHEAEEX
(& ABERIE]D -

% & A& B 51 IH 7] f AESE# 12 LAIR & 3k
LAAESER E @R H ((RELAE#E]) &
HERTERT B BAT 10K A &K B 5
RE TG EBIEST%H B ([IE 4
HEEDIN RELEBTEHEAER
0.734FETL - MRS XN H & A EERIEA
Biz B B SO 0 B A 10%H)
{go

EEEEAERNRERN T _ZTF0
BRREBEFEATERRAZNESZ T
Hifg A BB B ZRIE - W0 A] 3 12 DAAESER) I
BRBODERELHEE(MIEUNES)E
NBEBERIENXNAET ABEKIE -

—E_THEUAREBRUREREA AN
BETH B2 A2 RERI0ET
(B & T HISMERSN - AT IR E R ABIR B
1718 1T AESE & 3B I 1) 48 [F) (B 18 5 42 58
B)((HEABBRE]) SR BAESEE B
Bl ((HEAEGRE] ERRESE
B ERED): Rl ESS
TREREHEBERABRERA ACGE
REBMBALD)BEEENERBERE
RMAZRAESEE TSN E BB B 194.99%
(ExEAERY]) SHEAFAEA
AESE®R - AIEEBRE MM P EE S H
RS EESAEEERS TEEAB
9.99% °

R B2 _TF L+ _-_A=+—HILF
g - A5 %589018,1823& ju 8 2 AAESE X
B T _THEABRRZEFGRE
BErAeR_T-_—F—A-_H#EHA
AESE ¥ 38 % -

i
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M B R RMEE (8)

CONVERTIBLE NOTES (continued)

Convertible Notes issued in 2019

On 15 May 2019, the Group issued convertible notes with an aggregate
principal amount of US$4,000,000 (equivalent to approximately
RMB26,479,000) (the 2019 Convertible Notes”). The 2019 Convertible
Notes carry interest at 12% per annum, payable annually in arrears.
The 2019 Convertible Notes will mature in 12 months and the Group
shall redeem at 100% of the principal amount on the maturity date.

The noteholders shall have the right to convert the 2019 Convertible
Notes into equity securities of either each of Allied Esports and Black
Ridge (the "Conversion Equity Securities”), in each case in the event of
a qualified financing. The number of Conversion Equity Securities to
be issued to the noteholders shall equal to the product of (i} the
principal amount of the Convertible Notes being converted into
Conversion Equity Securities, divided by (i) US$8.50 (the “Conversion
Price”). The 2019 Convertible Notes were accounted for as financial

liabilities at fair value through profit or loss.

On 5 August 2019, pursuant to the amendment agreements, 2019
Convertible Notes are secured by all property and assets owned by
AESE and its subsidiaries (after the Spin-off completed in 2019). The
mature date amended matured on 23 August 2020 (the “Maturity
Date”). The 2019 Convertible Notes were convertible into shares of
AESE common stock at any time before the Maturity Date at a
conversion price of US$8.50 per share. Further, the minimum interest
to be paid under each Note shall be the greater of (a] 18 months of
accrued interest at 12% per annum; or (b] the sum of the actual
interest accrued plus 6 months of additional interest at 12% per
annum. In the event of default, the Notes shall become immediately

due and payable upon the written notice of the holder.

On 8 June 2020, principal amount of US$2,000,000 (equivalent to
approximately RMB13,807,000) was repaid in cash together with

accrual interest.
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31.
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31. CONVERTIBLE NOTES (continued)

Convertible Notes issued in 2019 (CONTINUED)

Further, on 8 June 2020, the Group and the noteholders of the two
remaining outstanding in the aggregate principal amount of
US$2,000,000, entered into a Secured Convertible Note Modification
(Extension] Agreement with the Group pursuant to which, among
other things, the noteholders agreed to extend the maturity date of
23 February 2022.
Interest on the 2019 Convertible Notes will continue to accrue at

their respective 2019 Convertible Notes until

12.0% per year and may be prepaid without penalty. The remaining
provisions of the 2019 Convertible Notes remain unchanged and in
effect.

The 2019 Convertible Notes are secured by the WPT business.
Accordingly, it will be necessary to pay-off the 2019 Convertible Notes
and the related interest payable upon the closing of the disposal of
WPT business. Hence, the 2019 Convertible Notes and the related
accrued interest have been classified as current liabilities as of
December 31, 2020.

Convertible Notes issued 2018

On 11 October 2018, the Group issued convertible notes with an
aggregate principal amount of US$10,000,000 (equivalent to
approximately RMB68,632,000) (the “2018 Convertible Notes”). The
2018 Convertible Notes carry interest at 12% per annum, payable
annually in arrears. The 2018 Convertible Notes will mature in 12
months and the Group shall redeem at 100% of the principal amount

on the maturity date.

—EE+_HA=1+—HLFE

31.
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31. CONVERTIBLE NOTES (continued)

Convertible Notes issued 2018 (Continued)

The noteholders shall have the right to convert the 2018 Convertible
Notes into equity securities of either (i) each of Allied Esports and
Noble Link, or (i) a holding company incorporated to hold the Group’s
interests in Allied Esports and Noble Link ("AESWPT Holdco"), in each
case in the event of a qualified financing. Upon exercise of the
conversion right attached to the 2018 Convertible Notes in full, the
noteholders will receive up to 10% of the outstanding equity securities
of (i) each of Allied Esports and Noble Link or (i) AESWPT Holdco
immediately prior to the closing of a qualified financing (assuming full
conversion or exercise of any convertible and exercisable securities
then outstanding other than the 2018 Convertible Notes). The 2018
Convertible Notes were accounted for as financial liabilities at fair

value through profit or loss.

On 5 August 2019, pursuant to the amendment agreements, 2018
Convertible Notes are secured by all property and assets owned by
AESE and its subsidiaries (after the Spin-off completed in 2019). The
mature date amended matured on 23 August 2020 (the “Maturity
Date”). The 2018 Convertible Notes were convertible into shares of
AESE common stock at any time before the Maturity Date at a
conversion price of US$8.50 per share. Further, the minimum interest
to be paid under each Note shall be the greater of (a] 18 months of
accrued interest at 12% per annum; or (b] the sum of the actual
interest accrued plus 6 months of additional interest at 12% per
annum. In the event of default, the Notes shall become immediately

due and payable upon the written notice of the holder.
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31.
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31. CONVERTIBLE NOTES (continued) 3. JRIEERE m)
Convertible Notes issued and 2018 (Continued) RISE—N\ERBITITRK
EE?E(E)

On 29 April 2020, the Group and a noteholder of a US$5,000,000 2018
Convertible Notes, entered into two amendments to offer the

RZFE_FTFOA=-TAB A& H
B — % {8 {8 /5000000 T = F — N\

noteholder to convert at reduced conversion price. On 19 April 2020, FOBREBEENZEEFE A WA
principal amount of US$2,000,000 converted at a reduced conversion BE] NAZEEFE }\T;E HZE N K

price of US$1.60 per share, and on 22 May 2020, principal amount of THERBEETER R ZE T FN

US$3,000,000 converted at a reduced conversion price of US$1.40 per
share. Interest payable in the amount of US$1,421,096 (equivalent to
approximately RMB9,272,000) (the
US$5,000,000 principal amount owed to the noteholder prior to

“Accrued Interest”) on the

A=+hB8" $ﬁ%ﬁ2,000,000%n5&
KTAEBETRI0F TETER:
ER-_E-_ZTZER/R-_+-H ALHE
3000000%EE?QWT%H$§;@EH§

conversion will continue to accrue through the Maturity Date (Note 1.403 T E 1T HE # - 5t AN £ ¥5,000,000

33). ETRBERAERZEBRAEAZE
A B1421006XT(HERVDARKE
9,272,0007T) ([ REFE D HAEE Rt B
EZREIHA /L (KFEES3) ©

BHE_Z-_ZTZF+_-_A=+—H 1
FE EHBABREZENEEARE
36,225,000 C A B 2 AR HIBR o

Loss on conversion of convertible notes of RMB36,225,000 was
charged to profit or loss for the year ended 31 December 2020.

On 8 June 2020, principal amount of US$5,000,000 (equivalent to R—ZZE_ZEFXANB K&#
approximately RMB34,515,000) was repaid in cash together with 5000000 T( # & N A A R &
accrual interest. 34,515,0007T) B R R £ E R 25 7 B E
it e
The movements of Convertible Notes are as follows: AR SRR EEH T
2020 2019
2 — s
RMB’000 RMB'000
AR®T T ARBTT
At 1 January n—H—H 96,506 70,323
Issue of 2020 Convertible Notes BN -TFBRBRER 66,271 26,479
Conversion to shares of a subsidiary — AESE & # & — R BJ /& 2 &) — AESE
pdi 30 (96,770) —
Redemption of Convertible Notes BRABRRER (48,322) —
Fair value changes recognised in RERERZANEE
profit or loss 6,902
Exchange difference ME N = (1,243) (29¢6]
At 31 December R+—RA=+—H 23,344 96,506
I RERZERERA T

ot Sl Y- @
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32. LEASE LIABILITIES 32. HE&E
2020 2019
—2-2F —hE
RMB’000 RMB'000
ARMT T AREF T
Total minimum lease payments: SRS T RAEEE
Due within one year B —FRE 10,443 15,488
Due in the second to fifth year RE_ZRFERNFH 42,816 60,090
Due after the fifth year 2 1% B B 13,456 64,117
66,715 139,695
Future finance charges on leases liabilities HE&BEM KRR E W E (15,540) (46,491)
Present value of leases liabilities HEAENRE 51,175 93,204
Present value of minimum lease payments: &K & FHAIR(E
Due within one year R — A EI Hf 6,231 7,674
Due in the second to fifth year REZZRF AT H 32,241 35,888
Due after the fifth year R T F &5 H 12,703 49,642
51,175 93,204
Less: Portion due within one year included & : Est AR EBEHR —ER
under current liabilities B H B (6,231) (7,674)
Portion due after one year included BEErAERBEENR —F&
under non-current liabilities S H & o 44,944 85,530
The lease liabilities arising from leases of buildings and eSports HEBFRETHRSELAHERE
arena.
During the year ended 31 December 2020, the total cash outflows for HE-_ZT_ZF+_A=+T—HBIHF
the leases are RMB13,942,000. B ZEHENREREEESARYE
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32. LEASE LIABILITIES (continued) 32. HE&Ewm)

HETEEFR

RZZE_ZTF+_A=+—H A5£H
MK BENERSELAE -

Details of the lease activities

As at 31 December 2020, the Group has entered into leases for offices
and eSport arena.

Financial statements

Types of items of right-of-use Range of remaining
right-of-use assets assets included in Number of leases lease term Particulars
FATHREZ
EREEERK BTHES
ERAEEERS HREH HEHE #E 1B
Office Buildings in 3 0.1to0.6years o No option to renew the lease after the end of the
“right-of-assets” (2019: 4] (2019:1.1-13.76 years) contract
ey [(EREEEITZEF 3 01R04%F o TREBERANERREEME
(ZF2-AF:4) (ZZ—NF:1.0-1378%5)
eSport arena eSports arena in 1 6.2years e Contains an option to renew the lease for

“right-of-assets” (2019:1)  (2019: 7.2 years) additional b years after the end of the contract
by giving notice to landlord no earlier than 15
months and no later than 9 months prior to the

expiration of the initial term of the contract

BHER IERRAE]T 2B 1 626 . BE-EREETANARAEEEESS
B (ZB-AE: ) (ZF-hF:728) F FEBNANNSBRERTES5E

ARsEIAAMELE LA

33. LOANS PAYABLE 33. BITER

2020 2019
ZEZEF —ZT-hF
Notes RMB’000 RMB'000
Bt 5 AR T AR T T

Non-current portion JEENER & 2
Other loans payables JE A B At B 3R (a) 2,401 —

Current portion BN HR 3 &

Other loans payable JE AT E At B 3R (a) 3,517 —
Bridge loan payables JE T B R E R (b) 9,272 -
12,789 —
15,190 —

BRERZEREBAT —B_SFFR
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33. LOANS PAYABLE (continued) 33. BN ERwm
(a) The amount represents US$907,000 loans under Paycheck a) ZHEEEBEFHMRESIIET
Protection Program (“PPP Loans”] in the US. The amount is H) & #907,000% st ([PPPE ) °
interest-bearing from 0.98% to 1.00% per annum and mature in % 7 JH % F 7 T 0.98% = 1.00% 5T
Year 2022. B WRZF_ZFHE-
(b)  The amount was converted from Accrued Interest (Note 31). (b) BRIBEEBREEEFE (PFFE3T) -
The amount is interest bearing at 12% per annum and mature ZRBRELEERI12%:E - R =
on 23 February 2022. T _HA-+=HZH-
34. DEFERRED TAXATION 4. EERIE
The analysis of deferred tax liabilities is as follows: BEHBEEESMAT
2020 2019
—EB-E®F —E-NF
RMB’000 RMB000

ARET T ARETT

Deferred tax liabilities EIEFIBEBAE — 2,415
The gross movement of deferred income tax account is as follows: RIEFTEHEN 2 MEENT

2020 2019

—EZREF —T

RMB’000 RMB'000

AR®T T ARETTT

At 1 January ®n—H—H 2,415 31,693
Deregistration of subsidiaries HUH 51 B 8 2 R (93) —
Rescission of a subsidiary BEE— M E A A = (26,631)
Recognised in profit or loss under REZRIEREEBEATZ

discontinued operation (Note 9 and 8 % R R (B 51 9 Re BT 5E 44(b))

Note 44(b)) (784) (2,689
Reclassified to assets held for sales EROBERFELEEE

(Note 44(a)) (Pt 5E 44(a)) (1,431) -
Exchange differences ME N = (107) 42
At 31 December R+—B=+—H — 2,415
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Notes to the Consolidated Financial Statements (Continued)

fn S W B MR M & (18)

For the year ended 31 December 2020 & %= —

34. DEFERRED TAXATION (continued)

—EE+_HA=1+—HLFE

34, BEERIE @)

The movement in deferred income tax assets and liabilities during the RERNBREMSHREEREBBENED
year, without taking into consideration the offsetting of balances (Rt MER—MERIEAEER AN
within the same tax jurisdiction, is as follows: RIS A
Deferred tax liabilities EBERBEER
Fair value
adjustment
on business
combination
e Rt
ARERE
RMB'000
AR T T
At 1 January 2019 —NF—H—H 33,419
Rescission of a subsidiary B —EHER A (26,631)
Recognised in profit or loss M@ HER (4,415)
Exchange differences ME N = 42
At 31 December 2019 and 1 January 2020 R-Z—hAhE+-A=+—8Bx
—E-FTF—-H—H 2,415
Reclassified to held for sales (Note 44(a)) BN EERE H:ll & (Kt 5T 44(a)) (1,431)
Deregistration of subsidiaries BUE T E A (93]
Recognised in profit or loss under F@E%Jﬁ%&?%%ﬁ%lﬁ—FZ?ﬁﬁT&# R
discontinued operations (784)
Exchange differences ME N =& (107)

At 31 December 2020

R-Z2-_2F+=-RA=+t—-H -

As at 31 December 2020, no deferred tax liability had been provided
for the PRC withholding tax that would be payable on the unremitted
earnings of approximately RMB282,647,000 (2019: RMB282,122,000).

The Group has unrecognised tax losses of approximately
RMB417,077,000 (2019: RMB336,857,000) to carry forward against
future taxable income. These tax losses do not expire under current
legislation except losses of approximately RMB242,129,000 (2019:
RMB233,706,000) that may be carried forward for 5 years from the

year of incurring the loss.

R_ZE-_ZEF+_A=+—RH &R
RIE HEF 4 AR ¥282,647,000C (==
— R AR#282,122,0007T) 78 &4 4 &Y
FEBINRTIREMEEREAE -

AEBAZEREBKEBRBERH
WANABERTEEEBEBOBARY
417,077000L( = T — L F: AR ¥
336,857,0007T) - REBEEBIEFERLTA
EEAF 2 EBELOAR242129,0007T

—NE : AR¥223,706,0007T) 9 -

RIREADER - AEBBEEERER
BRERERERAT

ot Sl Y- @



Notes to the Consolidated Financial Statements (Continued)

fn S R B M & (18)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

35. SHARE CAPITAL 35. &
The movements in the share capital of the Company are as follows: NANTIIRASEE GO T -
Equivalent
Nominal nominal
Number value of value of
of shares shares shares
B 13 8
BB B EE ZEEE
Notes Us$:000 RMB'000
FiaE F=E7T ARET T
Authorised: EE
Ordinary shares: FER
At 31 December 2019 and RZE—NEFER
2020 —E-TF
+-—A=+—H 10,000,000,000 500
Issued and fully paid: ERTEHE
Ordinary shares: EHAR
At 1 January 2019 and RZE—-—h&—H—H
31 December 2019 EZT—-NEF
+=-A=+—H 1,093,355,443 56 340
Cancellation of issuance of  EUHE 1T (D
shares (i) (15,555,556) (1) (5)
At 31 December 2020 R-ZZE-ZTF
+—-A=+—H 1,077,799,887 55 335
Notes: B -
(i) Cancellation of issuance of shares (i) BUH B TR %G

On 9 February 2018, the Company issued 15,555,556 ordinary shares at
an issue price of HK$2.62 (equivalent to approximately RMB2.16) per
share as share consideration for the acquisition of the entire equity
interest in Nanjing Haoyun Meicheng Electronics Co., Ltd. ("the Nanjing
Acquisition”). The closing price of the shares was HK$2.51 (equivalent to
approximately RMB2.02) per share on 9 February 2018.

On 23 December 2019, the Company received a binding arbitral award
issued by Nanjing Arbitration Commission that the Nanjing Acquisition
being cancelled, therefore the 15,555,556 consideration shares issued to
Ms. Zhu Guifeng was returned to the Company for cancellation. On 8
January 2020, the 15,555,556 consideration shares were returned to and
cancelled by the Company.

Further details of the Nanjing Acquisition and cancellation of shares are
set out in the Company’s announcements dated 16 January 2018, 30
January 2018, 9 February 2018 and 23 December 2019.
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RZZE-—NF-ANRB ARAEET
BEER262ET(HERHDARK216
JT) 8 1715,555,556 L & B A% - 1E 5 KRB
ARFEXKEFHEERQAZE
BAEEOBROKE  BROR =T —
NE_ANLBNETERER251ET
(HERDHARE2027T) -

ARRIR=—_ZTE—NE+=—_A=+=8
KR ERHhEREESELEBNRS
MR EER BUHE R RESE
it + 1A 2K B Bl Z0 £ 3 17 2 15,555,556 A%
REBROEEBARAETER RN=
T _FF— B )\H 15555556 f% K (B
B EEBANRRIAANRFE e

EHERNESTERTHEROOE —
SHEBHERARRBHAE-_ZT—N\F
—A+XxAB - ZZET—N\FE—A=+8"
—E-)\FZANABRZ=ZZFE—AEFT
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

36. RESERVES

(a)

(b)

(c)

(d)

Share premium

Share premium represents the excess of the net proceeds from
issuance of the shares of the Company over its par value, less
any dividends paid out of the share premium account and any
premium paid for the repurchase of shares of the Company.

Statutory reserve

In accordance with the relevant laws and regulations for the
Company’s subsidiaries incorporated in the PRC, it is required
to appropriate 10% of its annual net profit determined in
accordance with China Accounting Standards for Enterprises
issued by the Ministry of Finance of PRC, after offsetting any
prior years' losses, to the statutory reserve. When the balance
of such a reserve reaches 50% of the registered capital of the
respective company, any further appropriation is at the
discretion of shareholders. The statutory reserve can be used to
offset prior years’ losses, if any, and may be converted into
share capital by issuing new shares to shareholders in
proportion to their existing shareholding or by increasing the
par value of the shares currently held by them, provided that
the remaining balance of the reserve after such an issue is not
less than 25% of registered capital. The statutory reserve is

non-distributable.

Share option reserve

Share option reserve represents the fair value of share options
granted by the Company to employees recognised and is dealt

with in accordance with the accounting policy set out in Note 2.21.

Other reserve

Other reserve represent (i) capital reserve arises from capital
contribution by the controlling shareholders (including share-
based compensation expense arising from the 2014 Blink
Milestones Share Options under Note 37(all; and (i) the
difference between the consideration and the carrying amount
of the net assets attributable to the additional and reduction of
interests in companies comprising the Group being acquired
from and disposed to non-controlling equity holders
respectively.

36. f#iE

(a)

(b)

(c)

(d)

[Egvap 3]

B 7% B AR AR ETRMDMEAT
BRBEFHEBLEAESNS  BE
1 fa] 48 B% 19 355 B PR 1 0 IR B A
AR R E R G X 8E S
{go

K TE 5t e
RIFAERRREER N ABRFH
o 0 AR 32 /9 BT B A R E K 85 1 A
BEFEEBER  AHEEREBEHREH
B K 2B 9B 4 B9 P B 1 3£ 2 52 A
EENFEFmf10%5 S %
Tt ExREERES AR
it & AN #950% + A% 3R A By 1B R E
AE—FNHE - EERHEATAR
BAERTFESB(WE) BA @
BN IR A IR B % R
THROIEMEZEREFR
MEREEERRA  EREEFR GRS
BREZSEBRTHRATLOREME
AN25% o SEEFEE AT 9K ©

B

EREFEACERARTET
EENBEREZAAE  BREW
228 ST BEREITRE

H th 5 fiis

HiEEEIIERBEETEMEL
Ky & 7N 5 5 (B 3B B s 37(a) P s =
= — P 4E Blink Milestones & % # &=
EZUBRGEBEROBMESAT)
Rlilp Bl AR EREAE AR
ARREHEHEKAEEKE A
RGN DB ELEEEF
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Notes to the Consolidated Financial Statements (Continued)

=)

M B R RMEE (8)

For the year ended 31 December 2020 & £ —

37. SHARE-BASED COMPENSATION

TRANSACTIONS

(a) The 2014 Replacement Share Options issued

by Blink Milestones Limited (“Blink
Milestones”)

In 2014, 12,152,381 share options were granted by Blink
Milestones (the “2014 Blink Milestones Share Options”] as the
replacement of the share awards granted by Beijing
Tongshengcheng Investment Management Center (LLP)
("Tongshengcheng”) to certain employees of the Group (the
“Participants”) in 2012. The share options are valid for a period
of 10 years from 20 February 2014 to 19 February 2024 with an
exercise price of RMB0.2625 per share (subject to adjustment])
and are subject to a vesting scale in equal proportions of 25%
on every anniversary date of the date of listing of the Company's
shares on any internationally recognised stock exchange,
starting from the first anniversary date until the fourth, and for
the Participants remaining an employee of the Group until and
on the relevant vesting dates. Blink Milestones is an investment
holding company and owned 12.43% equity interest in the
Company at the date of grant. Upon the completion of the
capitalisation issue on 30 June 2014, the number of share
options and exercise price per share has been adjusted to
25,009,600 options in total, at an exercise price of RMB0.1276
per share, respectively.

The Group has no legal or constructive obligation to repurchase
or settle the 2014 Blink Milestones Share Options in cash. The
2014 Blink Milestones Share Options entitle participants to
obtain existing issued shares in the Company held by Blink
Milestones and will not involve the Company issuing any new
shares, the 2014 Blink Milestones Share Options were
accounted for as a share-based compensation transaction by
way of capital contribution from the shareholders. All of the
2014 Blink Milestones Share Options were exercised during the
year ended 31 December 2019.
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37. MR RERNMER 5

(a)

/\—__

S ” = —[MOEBlink
Milestones Limited ([ Blink
Milestones)) 3% 1T BV B A%
EER

B = Z — 04 - Blink Milestones #%
H12,152,38117 BB Bk #E ([ — & — Y
F Blink Milestones & I # ) » LA &
BIREEXKEEEEFRL(AR
EB)VRABRKDR=ZZF—=FMn
REBEETRERE([2EE])FELA
f&1n 2R -l —F —ME =
A-t+HBEE-_Z_WMF_-_A+
NBETERER THEERAER
AR #0.26257C (F] T 58 2) W 7R
AER D E B R R A E H
RZMEMBEBEZSRASAH B
F—RABFEHZFENEBEFAE S
FIREEFR2%N O EEFE -
B2HEEEESEBASEEBBHMD
7N & B {8 B - Blink Milestones &
—HREER AR WHRE L B
AR AR A B 12.43%8 IR HE - B A1k
BITR_ZE—NFAA=1+HR
K% BRESHE RSRTHEE
7 Bl &4 $£25,009,60017 8 %
- TEERTRAREI276TT

AREBWHEEETHHEERTENUR
A ALBEBRBEE-FT—HTF
Blink Milestones & x4 - — & — I
£ Blink Milestones & ik # < 2 B &
5 1 ¥ 15 fH Blink Milestones 5 A Y
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Notes to the Consolidated Financial Statements (Continued)
M BRETME (B)
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37. SHARE-BASED COMPENSATION 37. MR RERNBMER S
TRANSACTIONS (continued) (&)

(a) R Z=Z=—MEBLlink
Milestones Limited ([ Blink
Milestones ) 3% 1T BV & A%

(a) The 2014 Replacement Share Options issued
by Blink Milestones Limited (“Blink
Milestones”) (Continued)

HEER m)
Exercise price
Exercisable period per share
TEEH BRITEE
RMB
ARBTT
Employee 20 February 2014 to 19 February 2024 0.1276
== ZE-NEF-AZ+HEZT-NF=-A+NA

— F — g £ Blink Milestones & A% #&
BENEHMOT

Movements in the number of 2014 Blink Milestones Share
Options are as follows:

Average
exercise 2020 2019
price in RMB Number of Number of
per outstanding outstanding
share option share options share options
LAR¥EE —EZ-EF —E-NF
ZEHBERE RITHE RATE
2T EE BREHE BIRESE
RMB
AR
At 1 January Kn—H—H 0.1276 — 5,067,400
Exercised B1TfE 0.1276 — (5,067,400
At 31 December Rt+t-—_A=+—H — —
I RERZERERA T
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Notes to the Consolidated Financial Statements (Continued)
e B BRERME(E)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

37. MR RERNMER 5
(&)

(b) Management Pre-IPO Share Option Scheme of (b) RABARZE—NENE

the Company in 2014

Pursuant to an unanimous written resolution of the Board on 7
March 2014, a share option scheme (“Management Pre-IPO
Share Option Scheme”] and respective share options granted by
the Company on 20 February 2014 was adopted and ratified by
the Board. The Management Pre-IPO Share Option Scheme was
adopted for the purpose of providing participants an opportunity
to acquire proprietary interests in the Company and help
motivate such participants to optimise their performance and
efficiency, and also to help retain the participants for the
continual growth and development of the Group. The maximum
number of shares to be issued upon exercise of all outstanding
options granted and yet to be exercised under the Management
Pre-IPO Share Option Scheme must not in aggregate exceed 6%
of the issued share capital of the Company after an IPO, as
defined. The Group has no legal or constructive obligation to

repurchase or settle the options in cash.

During the year ended 31 December 2014, share options [in
aggregate to purchase 6% of the issued share capital of the
Company after an IPO) were granted by the Company on 20
February 2014 to senior management of the Group with
estimated total fair value of approximately RMB52,870,000. The
exercise price of the share options granted is US$0.34398035
per share (subject to adjustment). The share options are valid
for a period of 10 years from 20 February 2014 to 19 February
2024. Twenty five percent of options granted shall vest on the
first anniversary of the grant date, and the remaining options
granted shall vest on 36 equal monthly instalments with the
first instalment vesting upon the 13th monthly anniversary of
the grant date and each of the remaining instalments vesting
on each monthly anniversary of the 13th monthly anniversary of
the grant date, and for the participant continuing to be an
employee of the Group or director of the Company until and on
the relevant vesting dates. In addition, the share options are
only exercisable after the completion of an IPO.
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37. SHARE-BASED COMPENSATION 37. MR RERNMER 5

TRANSACTIONS (continued) (#&)

(b) Management Pre-IPO Share Option Scheme of (b) RATR-ZE—NFENE
the Company in 2014 (Continued) BEEaRX L HBEMNBER

st 8l m)

On 30 June 2014, upon the completion of the capitalisation RZE—WNFESA=Z1+HB " TK
issue and the Listing on the Main Board of the Stock Exchange, BEABETRRERZMERLE
the total number of share options granted equate to 50,042,553 ME EELKABTHEEER
share options at an adjusted exercise price of US$0.16714303 0.16714303 35 JT #% tH #Y i AR 7 42 28
per share. #50,042,553 17 °

Exercise price Outstanding as at

Exercisable period per share 31 December 2020
R-ZE-ZF
+=-—A=+-—8
TS BRITEE e R AT 6
Us$
T
Directors 1 July 2017 to 30 June 2026 0.16714303 41,702,128
o= —E—tHF+tA—HEZZE-_R"FAA=1+H
Employee 20 February 2015 to 19 February 2024 0.16714303 4,517,802
’rE —TE-RFZAZtHEZZTE-NFZ-A+ANA
46,219,930

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)
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37. SHARE-BASED COMPENSATION 37. LRI RERNMER 5
TRANSACTIONS (continued) (#8)
(b) Management Pre-IPO Share Option Scheme of (b) RRATR_ZB—MENE
the Company in 2014 (Continued) BEERXR L AHBENBR
fE5T &8l (m)
Movements in the number of share options during the year are FRNERESHBEEFHNOT -
as follows:
2020 —EBE-SHF
Exercise Outstanding Exercised Outstanding
price per asat Granted during during as at
Exercisable period share 1 January the year the year 31 December
i
W—B-H +t=A=+-H
T BRTEE i RATE FREH FRITE i RAT
Us$
EY
Directors 1 July 2017 to 30 June 2026 0.16714303 41,702,128 - - 41,702,128
Ex —T—+Ht+tH-HE

ZEZR"EXR=TH

Employee 20 February 2015 to 19 February 2024 0.16714303 4,517,802 - — 4,517,802
E& “Z-RF-A=-1+HZE
“E-WE-A+NAE
46,219,930 - - 46,219,930
Weighted average exercise price per share [US$) 0.16714303 0.16714303
BRMETHITEE(ET)
— Equivalent to approximately RMB per share 117 1.09
- BRBERDHDARE

Weighted average remaining contractual life of

options outstanding at 31 December 2020 3.1years
RZZZTFE+ZA=+—BHRTEERE

MEFHRBRE OB RS kR E:3
Number of options exercisable at 31 December 2020 46,219,930

RIZ-TE+ A=+ -HATEBREHA
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37. SHARE-BASED COMPENSATION

37. MR RERNMER 5

TRANSACTIONS (continued) (1|)
(b) Management Pre-IPO Share Option Scheme of (b) RATR-ZE—NFENE
the Company in 2014 (Continued) BEEaRX L HBEMNBER
fEst&E
2019 —E-hF
Outstanding Exercised Outstanding
Exercise price asat Granted during during as at
Exercisable period per share 1 January the year the year 31 December
i
F—H =] +=ZA=+—-H
TS BRTEE e R AT FARE FRTR W R 1T
us$
£
Directors 1 July 2017 to 30 June 2026 0.16714303 41,702,128 - - 41,702,128
Bz “E—+FLtA-HEZE
ZZZRERAZTH
Employee 20 February 2015 to 19 February 2024 0.16714303 4,517,802 - - 4,517,802
BE -—T-E4-A-tAZ
—E-mE-AthA
46,219,930 - - 46,219,930
Weighted average exercise price per share [US$) 0.16714303 0.16714303
SRmETHTREET)
— Equivalent to approximately RMB per share 1.15 1.17
- BRBEROARE
Weighted average remaining contractual life of
opt'\ons outstanding at 31 December 2020 4.1 years
RZBZZE+ A=+ -HERITEEREMET
BRBEOEUS L1E
Number of options exercisable at 31 December 2020 46,219,930

R-Z-TFE+ A=+ - RATEBRESR

As at 31 December 2020, the Group had 46,219,930 (2019:
46,219,930) share options outstanding under the Management
Pre-IPO Share Option Scheme of the Company in 2014, which
represented approximately 4.29% (2019: 4.23%) of the issued
ordinary shares of the Company as at 31 December 2020.

m_7_2¢+ A=+—8 1
BARRAR-Z—NENEERE
éxxﬂﬁ;ﬂ%%ﬁu BRERTE - A%
B % B 46,219,9301p (ZE— L& :
46,21 99301’7})%%5&%%@%!&% g
ARRAR=ZZE=_ZTF+=-_A=+
_EE%TTE@HX%‘]A.Z‘?%(:'—;_
JLEF 1 4.23%) ©
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

(c)

Share Option Scheme adopted by the Company
in November 2014

Pursuant to an ordinary resolution passed at the extraordinary
general meeting of the Company held on 19 November 2014, a
share option scheme was adopted by the Company and is valid
and effective for a period of ten years from 19 November 2014 (the
“2014 Share Option Scheme”).

The purpose of the 2014 Share Option Scheme is to provide
eligible participants with the opportunity to acquire proprietary
interests in the Company and to encourage participants to work
towards enhancing the value of the Company and its shares for
the benefit of the Company and its shareholders as a whole. All
directors, full-time employees and any other person who, in the
sole discretion of the Board, have contributed or will contribute
to the Group are eligible to participate in the 2014 Share Option
Scheme. Each grant of options to any director of the Company,
the chief executive officer or substantial shareholder of the
Company must first be approved by the independent non-
executive directors of the Company.

The maximum number of shares to be issued upon exercise of
all outstanding options granted and yet to be exercised under
the 2014 Share Option Scheme and any other share option
schemes of the Company must not in aggregate exceed 30% of
the issued share capital of the Company from time to time.

Shares which may be issued upon exercise of all options to be
granted under the 2014 Share Option Scheme or any other
share option schemes adopted by the Company must not in
aggregate exceed 10% of the shares of the Company in issue on
the date of adoption (the “Option Scheme Mandate Limit").

The Option Scheme Mandate Limit may be refreshed at any
time by obtaining approval of the shareholders of the Company
in general meeting and/or such other requirements prescribed
under the Listing Rules. However, the refreshed Option Scheme
Mandate Limit cannot exceed 10% of the total number of shares
of the Company in issue as at the date of such approval.
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

(c)

Share Option Scheme adopted by the Company
in November 2014 (Continued)

Unless approved by shareholders of the Company, the total
number of shares of the Company issued and to be issued upon
the exercise of the options granted to each participant (including
both exercised and unexercised options) under the 2014 Share
Option Scheme or any other share option schemes adopted by
the Company in any 12-month period must not exceed 1% of the
issued share capital of the Company.

The period within which the options must be exercised will be
specified by the Company at the time of grant. The options may
be exercised up to 25% for each year after the first anniversary
of the date of grant for four consecutive years.

At the time of grant of the options, the Company may specify a
minimum period for which an option must be held and/or any
minimum performance target(s) that must be achieved, before
the option can be exercised in whole or in part. The offer of a
grant of share options may be accepted within 20 business days
from the date of offer, the offer is delivered to that participant
and the amount payable on acceptance of options is RMB1.

The subscription price for the shares under the 2014 Share
Option Scheme shall be a price determined by the Board, but
not less than the greater of (i) the closing price of shares as
stated on the Stock Exchange on the date of the offer of grant; (ii)
the average closing price of the shares of the Company as
stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding the
date of the offer of grant; and (iii) the nominal value of the
shares.

No options may be granted under the 2014 Share Option

Scheme after the date of the tenth anniversary of its adoption.

During the years ended 31 December 2020 and 2019, no share
options were granted and exercised.
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37. SHARE-BASED COMPENSATION 37. LRI RERNMER 5

TRANSACTIONS (continued) (#8)

(c) Share Option Scheme adopted by the Company (c) RRIARZ-S—OFE+—
in November 2014 (Continued) B R MY B IS fE 5T 8l (@)
Movements in the number of share options during the year are FANEREZHBE 2EHHWT :
as follows:

2020 —E_EF
Outstanding Granted Exercised  Forfeited Outstanding
Exercise price asat during  during the during asat
Exercisable period per share 1 January the year year the year 31 December
®
R-—A—H +=-A=+-8
g2 ﬁ&ﬁﬁ% HATHE FREE FATE FRRK e R AT
HK
BT
Directors 5 January 2015 to 4 January 2025 2.67 23,520,000 - - - 23,520,000
s LR -ARAHEZZ-RE-ANH
8 January 2016 to 7 January 2026 5.506 7,840,000 - - — 7,840,000
—E-RE-ANHEZZZR"E-AtH
Employees 5 January 2015 to 4 January 2025 2.67 18,451,339 = = (127,500 18,323,839
EE R -AAHBEZZT-HE-ANH
9 July 2015 to 8 July 2025 4.402 13,295,000 - = = 13,295,000

—E-AFtANBEZZZAELANA

17 May 2016 to 16 May 2026 3.684 700,000 = = = 700,000
CE-RERATLREE-ER-RFLATAE

7 September 2016 to 6 September 2026 3.95 1,190,000 - - - 1,190,000
ZE-RNENAEHBEZZZRENARH

28 April 2018 to 27 April 2027 2,886 120,000 - - - 120,000
ZE-\FRAZtNARE-Z-tFMA=-++tA

65,116,339 = — (127,500 64,988,839
Weighted average exercise price per share (HK$) 3.40 2.67 3.40
SRNEFHTRECET)
— Equivalent to approximately RMB per share 3.05 2.12 2.86
- BRAEROARE
Weighted average remaining contractual life of options outstanding at
31 December 2020 4.3years
SECEET At AHATEABREMETIREL L
B 4L3F
Number of options exercisable at 31 December 2020 52,806,339
RB-ZEE+-A=+-HAATREREHRE
Weighted average exercise price per share of options exercisable at
31 December 2020 (HK$) 3.27
%:?:?¢+:HE+*Hﬂﬁﬁ%%%2§%M%$ﬁﬁﬁE
(BT
— Equivalent to approximately RMB per share 2.75
- BRAEROARE
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

(c)

Share Option Scheme adopted by the Company
in November 2014 (Continued)

37. MR RERNMER S
()

(c) ZATRZS—MLF+—
B £ 1R BY 7B IR 5T 8l ()

2019 —E—hE
Outstanding Granted  Forfeited  Exercised Outstanding
Exercise price asat during during  during the as at
Exercisable period per share 1 January the year the year year 31 December
: B R—A—H - B +=—A=t—A
T BROEE HATHE FRRE FARK FRAAE W ARITE
HK$
7
Directors 5 January 2015 to 4 January 2025 2.67 23,520,000 - - - 23,520,000
gz —Z-1f¥-ARAHAE-T-Af—-AMA
8 January 2016 to 7 January 2026 5.506 7,840,000 - - - 7,840,000
—E-RE-ANREZF-RFE-AtH
Employees 5 January 2015 to 4 January 2025 2.67 19,207,839 - [756,500) - 18,451,339
3 —Z-Tf-ARABAE-T-Af—-AMA
9 July 2015 to 8 July 2025 4.402 15,070,000 - (1,575,000) - 13,495,000
—E-nELANREZF-_RFtLANR
17 May 2016 to 16 May 2026 3.684 900,000 - [200,000) - 700,000
ZE-AFRATERAEZEAFRATAA
7 September 2016 to 6 September 2026 3.95 1,240,000 - (50,000) - 1,190,000
ZE-RNENALBEEZEZRENARE
28 April 2018 to 27 April 2027 2.886 120,000 - - - 120,000
—E-N\ERAZFNBEZE-+EMA-T++H
67,897,839 - (2,781,500) - 65,116,339
Weighted average exercise price per share (HK$) 3.42 387 3.40
BRmEFHITEE(BL)
— Equivalent to approximately RMB per share 3.00 3.07 3.05

- BRAEROARS

Weighted average remaining contractual life of options outstanding at

31 December 2019 5.3 years
ZE-NETZAZ - AHARTEOBRENETIRGREN

BMH 5.35F
Number of options exercisable at 31 December 2019 33,495,600
RZE-AE+T-A=+-BAUTEEREHR
Weighted average exercise price per share of options exercisable at

31 December 2019 (HK$) 3.67
%:?*&¢+:HE+*Eﬂﬁﬁ%%%2§%M%$ﬁﬁﬁE

(B

— Equivalent to approximately RMB per share 3.29

- BRAEROARS

As at 31 December 2020, the Group had 64,988,839 (2019
65,116,339) share options outstanding under 2014 Share Option,
which represented approximately 6.03% (2019: 5.96%) of the
issued ordinary shares of the Company as at 31 December
2020.

R-ZF-FTF+ZA=+—8"
ANEBEBE - — 0 F B RE
£ 564,988839 (= & — L F ¢
65,116,33917 ) BE AR #E M AR 1T 1F + 15
R=ZZFE_ZEF+-_A=+—HX
NAIBEBITEBERL603%(=ZF—
FLEE : 5.96%) °

BREBERERAT —R_BFEEH
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

37. MR RERNMER 5
(&)

(d) Share Award Scheme adopted by the Company

in May 2017

Pursuant to an ordinary resolution passed at the annual general
meeting of the Company held on 19 May 2017, a share award
scheme was adopted by the Company (the “Share Award

Scheme”).

The purpose of the Share Award Scheme is to align the
interests of eligible participants with those of the Group through
ownership of shares, dividends and other distributions paid on
shares and/or the increase in value of the shares, and to
encourage and retain eligible participants to make contributions
to the long-term growth and profits of the Group. All directors,
full-time employees and any other person who, in the sole
discretion of the board of directors, have contributed or will
contribute to the Group are eligible to participate in the Share
Award Scheme. Each grant of award to any director of the
Company, the chief executive officer or substantial shareholder
of the Company must first be approved by the independent non-

executive directors of the Company.

The maximum number of shares to be granted must not exceed
7% of the issued share capital of the Company from time to
time (the “Share Award Scheme Limit"). The Share Award
Scheme Limit may be refreshed at any time by obtaining
approval of the shareholders of the Company in general
meeting and/or such other requirements prescribed under the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). At the time of grant of the awards, the
Company may specify any minimum performance target(s) that
must be achieved, before the awards can be vested in whole or

in part.

On 23 May 2018, the Company extended the scheme mandate to
permit the Directors to issue and allot up to 55,084,636 shares
permitted to be granted under the Share Award Scheme,
subject to an annual limit of 3% of the total number of issued
shares as at 23 May 2018, being the date of the Company’s
annual general meeting at which the relevant resolution was

passed.

y@‘ Ourgame International Holdings Limited Annual Report 2020
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37. SHARE-

BASED COMPENSATION

TRANSACTIONS (continued)

37. MR RERNMER 5

(&)

(d) Share Award Scheme adopted by the Company d) ARIR-B—CERB
in May 2017 (Continued) R #8921 22 B 51 8l ()
During the year ended 31 December 2020, the Company has o — TFE+=ZA=+—H
purchased 4,973,000 shares amounting to RMB2,301,000 (2019: EEE - $ Tiﬁiﬁﬁ & AR B
4,056,000 shares amounting to RMB2,300,000) through its RFTEE E 4,973,000 10 - €5 A
trustee on the Stock Exchange. The acquired Shares was AR ¥2301000c (=& — L&F
recognised and accumulated in equity under the heading of 4,056,000 Ik 0 - @A AR
“Shares held under Share Award Scheme”. 2,300,0007T ) ° B W B AR 10 7O &=

FRIRER G ZE T EIRE 2’7
MR & RET -
Movements in the number of awarded shares are as follows: BRI DEE ZEHWT
2020 2019
—BCEH —E-NF
Weighted Weighted
average average
fair value Number of fair value per Number of
per share share award share share award
R e % 17 52 /B A% It fi% 17 22 B
FEHARE BB THLIR #H
RMB RMB
AR AR
At 1 January Hn—A—H 2.29 1,000,000 2.05 1,000,000
Granted B H 0.34 3,000,000 — —
As at 31 December R+—-_A=+—H 0.83 4,000,000 2.29 1,000,000
Vested as at RTZ_A=+—HERE
31 December 2.29 500,000 2.29 250,000
Notes: B -

(i)

(ii)

(iii)

The fair value of the awarded shares was calculated based on the
market price of the Company’s shares at the respective grant
date. The expected dividends during the vesting period have taken
into account when assessing the fair value of these awarded
shares.

250,000 shares were vested during the year ended 31 December
2020 and 500,000 shares were vested as at 31 December 2020 (as
at 31 December 2019: 250,000 shares).

For the year ended 31 December 2020, share-based

compensation recorded RMB533,000 (2019: nil).

(i)

(i)

BEROZARBEDRERR ARG
RERHBHNTSETE - %
ERHBRMD 2 AR ER  BFAREDH
NZ AR -

HE-_ZT-_TF+-_A=+—HLHE
& 250,000k EFE R=_T_F
F+ = F =+ — H 500,000 0% B% 17 %
EB(R=E—NLFt+t=-—A=+—8:
250,000 & % 15) °

BHE-_ZT-_ZTF+-_A=+—HLHF
- ARk (D B E 2 Bl < A R #533,000

T(ZE-—NAF B)EAK-
BRERZEREBAT —B_SFFR
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

(e)

Equity Incentive Plan adopted by the
Company’s subsidiary (AESE) in 2019

On 20 September 2019, the Company's subsidiary, AESE
adopted an incentive plan (the "AESE’s Incentive Plan”). AESE
issued ten-year options for the purchase of 400,000 shares of
AESE's common stock, with an exercise price of US$5.66 per
share, pursuant to the Incentive Plan. The options have a 4-year
vesting term, and vest 25% on each anniversary of the date of
grant. The options had an aggregate grant date fair value of
US$867,120.

Apart from the options, AESE issued an aggregate of 80,393
shares of restricted common stock, pursuant to the Incentive
Plan, to certain members of AESE's Board of Directors and
Executives. The restricted common stock had an aggregate
grant date fair value of US$455,000, and vest on the one-year
anniversary of the date of grant. The shares were valued at the
trading price of AESE’s stock on the date of grant.

On 21 November 2019, AESE extended the plan mandate to
permit its employees to issue ten-year options for the purchase
of 2,080,000 shares of its common stock with an exercise price
of US$4.09 per share under the Incentive Plan. The options have
a 4-year vesting term, and vest 25% on each anniversary of the
date of grant. The options had an aggregate grant date fair
value of US$3,263,551.

The fair values were calculated using the Black-Scholes option

pricing model. The inputs into the model were as follows:

37. MR RERNMER 5

(&)

(e)

A/ T Ky B T (AESE) IR
—_E-NEFRMZRER
B St 8l

R=F—AFALA=1+HB XA
7) Fff B A AIAESE R 49 — T8 M B 51
= (TAESE K By &t 2 1) o 1R & B &
&T & - AESE % 17 7] B8 A 400,000 A%
AESEE Bk 2 - F HAE AR #E - 17
FEAEETMRS6ETT - BRERE
HAEMG TRBELASRNSES
BEEBX% ZEHERERAE L AH
AR E#EEEE867,120F T °

% B8 B #E S - AESEAR 12 3 B 51 2
M#&ETAESEES SR B RAITE
£ 1T A 80,393 Z IR #l A
f o ZRGIEBRIXEB AR ELR
BH455,0003E T RIH 2 B —HAF
SREB o 2 RN IEAESER D R R
LRBZRZEME -

RZZE—NF+—A=+—H £
BB st &l - AESEFR E it 2181 E -
7t & HE B 8 317 0] B8 A E 2,080,000

TERk +FEHERE 1TFEE
RERLOET - BERESBHA
LECAIRABEE BN SREFERE
% ZEERERTLAEHHA
A {E#A%E 53,263,551 € 7T °

AREFERMFER — B BT H 2
EERAFE - ZEXANE ASE
n

7

2020 2019

ZEZEF —E-NF

Risk-free rate 4 2| g A1) =R 0.55-0.69% 1.74-1.77%
Expected life T8 B 5 A 6.25 yearstF 6.25 years4E
Expected volatility 8 HA % Bh 38% 36%

Expected dividend yield TEHIRR B X
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37. SHARE-BASED COMPENSATION 37. MR RERMEIZ2 S
TRANSACTIONS (continued) (#&)
(e) Equity Incentive Plan adopted by the (e) NATMEARTAESE)R
Company’s subsidiary (AESE) in 2019 (Continued) “E-NERMREN
B 5t &l (&)
Movements in the number of shares held for the Incentive Plan BB ISR DB EEHHmT

are as follows:

2020 —E_EF
Exercise  Outstanding Granted  Forfeited Exercised Outstanding
price as at during during  during the as at
Exercisable period per share 1 January the year the year year 31 December
®
W—A—H t=A=+-"H
TR BRITHEE HATE FARE FARK FRTE 8 R AT
us$
EH
AESE’s 20 September 2019 to 19 September 2029 5.66 400,000 = (60,000) = 340,000
Directors
AESE —Z-NFARAZTRE
= —E-AFEAATAH
21 November 2019 to 20 November 2029 4.09 2,080,000 - (190,000) — 1,890,000

—EZ-NF+—-A=Z+—HZF

ZE-_NET—-AZTH
1 July 2020 to 30 June 2030 2.1 - 80,000 - - 80,000
—EZZTFLA—HZE

ZE=FTFAA=1H
6 August 2020 t 5 August 2030 2.17 - 120,000 - - 120,000
AV Pay =

—ZT=TFN\AREA

2,480,000 200,000 (259,000) - 2,430,000
Weighted average exercise price per share (US$) 4.34 2.15 4.47 4.15
SR MEFHITEE (ET)
— Equivalent to approximately RMB per share 30.03 14.00 29.14 27.07
—BREERHARE
Weighted average remaining contractual life of options 8.92 years
outstanding at 31 December 2020
RZZB-ZF+-A=+—-BRRTTEBRENE 8.925
FHRIERE DB U
Number of options exercisable at 31 December 2020 557,500

RIZE-ZF+-_A=+—-RA{TEBREHR

HREEZRERAT —E-SEER @



Notes to the Consolidated Financial Statements (Continued)
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37. SHARE-BASED COMPENSATION 37. MR RERMEIZ2 S
TRANSACTIONS (continued) (#&)
(e) Equity Incentive Plan adopted by the (e)] NATMEARTAESE)R
Company’s subsidiary (AESE) in 2019 (Continued) “E-NERMREN
B 5t &l (&)
Movements in the number of shares held for the Incentive Plan BB ISR DB EEHHmT

are as follows:

2019 —E—hE
Exercise  Outstanding Granted  Forfeited Exercised Outstanding
price as at during during during as at
Exercisable period per share 1 January the year the year the year 31 December
i
®—A—H +ZA=+—8
1T BRITEE HATE FARE FARK FATE ) R AT 66
us$
e
Directors 20 September 2019 to 19 September
2029 5.66 - 400,000 - - 400,000
% “E-AFAAZTHE
“E-AFAATNHA
21 November 2019 to 20 November 2029 4.09 — 2,080,000 - — 2,080,000
—2-NFt+—A=-+—BZ
—E_AF+-AZ+H
— 24,800,000 - - 24,800,000
Weighted average exercise price per share (US$) 4.34 4.34
ShmEFHTEEGRT)
— Equivalent to approximately RMB per share 30.30 30.30
—EREERDARE
Weighted average remaining contractual life of
options outstanding at 31 December 2019 9.86 years
RIZB-NEF+ZA=+—-HAERTERERE
TR A K8 M 9.86%F
Number of options exercisable at 31 December
2019 -
RIZB-NAF+ZA=+—RATEEREH
B
(f)  Shares of subsidiaries grant to the management of Hainan [f] MEEHERRAEREZNEEE
Lianzhong and Tianjin Lianzhong. BREMRBARZ’G °
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37. SHARE-BASED COMPENSATION
TRANSACTIONS (continued)

(f)

(g)

(Continued)

On 15 August 2018, Beijing Lianzhong and Beijing Maipu Taiqi
Technology Co., Ltd. JEREZARFEXERAH) ("Beijing
MPTQ"), an independent third party, entered into the exclusive
operation agreement (the “Exclusive Operation Agreement’],
pursuant to which Beijing Lianzhong will entrust, exclusively,
Beijing MPTQ with all of Beijing Lianzhong's rights relating to
the operation of the game businesses. Beijing MPTQ is
responsible for the operation and assumes all costs of operation
of the game business and is required to share a percentage of
revenues with Beijing Lianzhong depending on the amount of
revenues earned by the game business. The Exclusive Operation
Agreement has been in place till December 2020.

In December 2020, Beijing Lianzhong planned to reorganize
relevant game business and terminated the Exclusive Operation
Agreement with Beijing MPTQ as of 31 December 2020.

The relevant game business were taken up by two subsidiaries,
namely Hainan Lianzhong and Tianjin Lianzhong, with effective
from 1 January 2021. Before the reorganization of game
business, Hainan Lianzhong and Tianjin Lianzhong are wholly-
owned subsidiaries of Beijing Lianzhong. In December 2020,
Beijing Lianzhong entered into respective shareholders
agreements with management personnel of Beijing MPTQ and
an independent third party to offer them for subscription in
capital of Hainan Lianzhong and Tianjin Lianzhong. The
subscriptions were deemed to be completed as of 31 December
2020 and the shareholding, directly and indirectly, held by
Beijing Lianzhong in Hainan Lianzhong and Tianjin Lianzhong
were diluted to 59.4% and 59.4% respectively.

According to the respective shareholders agreements,
management personnel of Beijing MPTQ are required to provide
employment service in Hainan Lianzhong and Tianjin Lianzhong
respectively, and the contributions amount paid by them were
below the proportion of corresponding shareholding
contributions amount. The difference was deemed to be a
share-based compensation grant for inducement of
employment. The share-based compensation recorded for the
year ended 31 December 2020 was in total RMB15,145,000.

The Group recognised a total expense of RMB27,735,000 for the
year ended 31 December 2020, including (i) RMB1,757,000 from
discontinued operations (2019: RMB3,195,000 and including
RMB203,000 from discontinued operations), in relation to the
above share options granted by the Company or its subsidiaries,
and the share-based compensation expense were shown as a
separate item on the face of the consolidated statement of
profit or loss and other comprehensive income.

37. MR RERNMER 5

€))
(f)

(g)

(&)

R=ZE—N\FENA+HEAB tFH
FEBYE=ZFtRBERTRE
ERARI(IRBEATGILE
ReEBERE((BREERZ] &
o bR REABREA IR
R A B E R TS 2 BT B A
ZRTUEREBEETARF REBEETXN
TEEERESRCEETERFARE
FrE&ERA  WASTEEES
FrigEU A REEE mBE R D Z I
AZE—BIL BREBEHER
—ETF+_RAAEE —E&AM-

R-EBE-ZTFE+ - F tRHR:
SIEAEEEREEER TR
E-_EFE+-_F=+—BKILEL
RBERKFI L2 BREBIERZE -

HEESREEE AmEKRE R A
(BN R R RERR) & B
B —F— A —HEEW - RiE
BLEEHA - BRI R K2R
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—E_TF+ - A b REEREA
FREBELTATEEBAER — 278
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BESGERRDGEZ  tRBET RS
ZEBEEBABADHRSEERK
REBBZIREREBRS  MESX
HzHESBERBEREZ HE
SEH > BRI EFEC 1R ER R 3
EREREZUABROEBERZBE -
REBEE2_Z-_ZTF+_A=+—H
IEFERBZUARNDAER 2 E
& A AR 15,145,0007C °

AREBREBEE-_ZE -4+ 8
—t+—BILFERREHLARN
N A ENB R R R A R AE
H) 42 5 &2 A R ¥ 27,735,000 7T (B2 45
REERIEKEXFE AR
1,757000c(ZZFE— N F: AR
3,195,0007C - W BIER BB KR IEL
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38. STATEMENT OF FINANCIAL POSITION OF THE 38. QT BRI K

COMPANY
2020 2019
—E-EF —T-NF
RMB’000 RMB'000
AR®ET ARET T
Non-current assets IERBEE
Interest in subsidiaries M B A B AE 2 266,691 266,684
Current assets RBEE
Other receivables H b fE U 1B 11,683 6,376
Amounts due from subsidiaries NI E QL] 406,742 456,404
Bank balances and cash RITHEBR LIRS 7,909 7,057
426,334 469,837
Current liabilities REBEE
Other payables H A FE A R IE 1,709 3,179
Amounts due to subsidiaries N NEIE 114,754 114,210
116,463 117,389
Net current assets RBEEEE 309,871 352,448
Net assets EEFE 576,562 619,132
Equity e
Share capital N 335 340
Reserves [Note) {5 5 (BT 51) 576,227 618,792
Total equity EsmE 576,562 619.132

Approved and authorised for issue by the board of directors on 31 RZZEZ—F=A=+—HKE=SHER

March 2021. R -
Li Yangyang GAO Hong
=55 =5
Director Director
EF EF
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38. STATEMENT OF FINANCIAL POSITION OF THE 38. A Q@I iR MR &)
COMPANY (continued)

Note: iz :
The movement of the Company’s reserves are as follows: ARBIEENESHDOT :
Shares
held under the Share
Share Share Award option Accumulated Total
premium* Scheme reserve losses*  reserves
RERS
REEHE
BRHEE* FEZRG BREGE REtER* REEE
RMB’000 RMB'000 RMB'000 RMB’000 RMB’000

AREFR  ARBTLE ARBTRE ARBTLE ARBTR

Balance at 1 January 2019 RZZE—NF
—A—HB8&# 1,055,094 (12,942) 113,886 (176,452) 979,586
Loss for the year FNER — — - (358,494) (358,494)
Purchase of shares for Share Award  #t B% {7 48 Bh 5+ & 88 =
Scheme (Note 37(d)) &7 (B 7£37(d)) - (2,300) - - (2,300)
Balance at 31 December 2019 RZZE—AE
+=A=+-HB2
232 1,055,094 (15,242) 113,886 (534,946) 618,792
Loss for the year FREE — — - (9,266) (9.,266)
Share-based compensation AR BEROB 2
(Note 37(d)) (BT E£37(d)) - 533 - - 533
Transfer upon forfeiture of share T % UK B AR A s 8
options - (79) 79 -
Cancellation of issuance of shares B % 77 A% {7 (Fff 7£35)
[Note 35) (31,531) — — — (31,531)
Purchase of shares for Share Award g B% {7 22 B) 51 2| B [2]
Scheme [Note 37(d)) f& 1 (B 5E37(d) — (2,301) — — (2,301)
Balance at 31 December 2020 R-B-ZF
tZA=+-
e 1,023,563 (17,010) 113,807 (544,133) 576,227
* As at 31 December 2020, the aggregate amount of reserves available for v R_E-_ZTF+_A=+—8" —H}i/‘
distribution to equity holders of the Company was RMB479,430,000 (2019: BT AARERREANBEERLR
RMB520,148,000). A R #479,430,0007C (= F — L& : A

R #520,148,0007T) °

HREEZRERAT —E-SEER @



Notes to the Consolidated Financial Statements (Continued)
RS U MER M EE ()

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

39. COMMITMENTS 39. K&
(a) Capital commitments (a) BEXRRE
At the reporting date, the Group had the following capital RBEBH  NREBEF LT E R
commitments: i
2020 2019
= —FT-NF
RMB’000 RMB'000
AR®T T ARBTT
Contracted but not provided for: BRIHEREGE
Expenditure in respect of strategic FEARBRMERENSTH
investment — 24,417
Expenditure in respect of investment ~ BRI ER A A EFt ABR
in financial assets at FVTPL WemEEN 10,000 —
10,000 2,417
(b) Lease commitments (b) HERE
At the reporting date, the lease commitments for short-term REEBH - REEENESE AR
leases are as follows: p/(U N
2020 2019
= —T-NF
RMB’000 RMB’000
AR®T T AR T T
Within one year —F R 253 27
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Notes to the Consolidated Financial Statements (Continued)

S M BREME (&)

Fortheyearended 31 December2020 HE =T _EF +—_A=+—HILFE

40. SIGNIFICANT RELATED PARTY
TRANSACTIONS

In addition to the transactions/information disclosed elsewhere in
these consolidated financial statements, during the year, the Group
had the following material transactions with related parties:

(a) Key management personnel remuneration

Key management of the Group are members of the Board and
senior management. Included in employee benefit expenses are

40. EXRBAO RS

BRZEFAMBHRREMMBT AEE
Zx%/ KON - R SR B B L R
TETHNERZZET :

a) TEZEEEAEME

AEBT2EEEREFEKRE
RERERRE MAREBRMNAX

key management personnel remuneration which includes the ZETEBEEEAEBEMESBRFEUT
following expenses: X
2020 2019
ZEEF —E-NEF
RMB’000 RMB'000
AR®T T AR T T
Basic salaries and allowances EXREE RER 5,782 5,999
Discretionary bonus BB TEAL = 1,090
Retirement benefit scheme contributions iE 4K & 7| 51 2 £ F 218 209
Share-based compensation expense  LABID AEM S 133 1,481
6,133 8,779
(b) Related party transactions (b) BABESZRZS
Nature of
Name of related companies Related party relationship transactions 2020 2019
2] PN B B 75 B 1R REME —E_EF ZZ2-NF
RMB’000 RMB'000
ARBTRT ARBTT
KEBEMEEHEABR AT Anassociate of the Group Interest income — 72
AN ST SN AME A
I RERZERERA T

—EomEER @
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Notes to the Consolidated Financial Statements (Continued)

fn S R B M & (18)

For theyear ended 31 December 2020 &£ =T = F

FH-_A=1T—HLFE

40. SIGNIFICANT RELATED PARTY

40. EXRB SRS m@)

TRANSACTIONS (continued)
(c)

directors

Loans to directors and entities connected with

Loans to directors and entities connected with directors of the

Company disclosed pursuant to section 383(1](d) of the Hong

Kong Companies Ordinance and Part 3 of the Companies

(Disclosure of Information about Benefits of Directors)

Regulation are as follows:

Year ended 31 December 2020

Relationship with

Amount of loan

EREH

(c)

Maximum

At beginning of

outstanding

OESRESHNHEESRE
REER

MARREERESENHEETE
REBERRBREBEFS QA KHE
383(MN(AERAB (HEEEFNEE
BB B EIEH BT ¢

HE-T-BF+-A=+—0
R

Name of borrower the Company At end of year year duringtheyear Term Interest rate
FRRE

BHER AN A EE RER REL AEEE HR A=
RMB’000 RMB’000 RMB’000
ARMBT T ARBTT AR%TR

Mr. Ng Kwok Leung A director and CEQ of 4,480 4,509 4,480 Repayablein1yearand  2.0% per annum

Frank a subsidiary of the Group
— AESE Group
MEIREE AEE-RBHBAR
—AESEEBZE=
FRATHAE

Year ended 31 December 2019

Relationship with

Amount of loan

Maximum

At beginning of

outstanding

secured by equity
interests in the
Company
AR-FREERN
RN EREFEA

BE2.0%

BE-_ZT— AL EF+=ZA=+—8H

Name of borrower  the Company At end of year year during the year Term Interest rate
FARD
EWR NGRS RER REA AEER HR GRS
RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARETR
Mr. Ng Kwok Leung An executive director of 4,509 4,381 4,509 Repayable in 1year and 2.0% per annum
Frank* the Company secured by equity
interests in the
Company
R & ARFHTES AR —FRERRA BE2.0%
AR R RAEEE R
& Mr. Ng Kwok Leung Frank resigned as an executive director of i HEREENR=—_ZE—HLENB=

Ourgame International Holdings Limited

the Company on 30 August 2019.

Annual Report 2020
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Notes to the Consolidated Financial Statements (Continued)
RS U I MER M EE ()

For the year ended 31 December 2020 & %= —

E-_PET-AST-ALEE

41. RECONCILIATION OF LIABILITIES ARISING L. RETHELENEEHER
FROM FINANCING ACTIVITIES
The changes in the Group 's liabilities arising from financing activities AREBRETHELNEEEH BN
can be classified as follows 1
Amount due to an
Lease liabilities associate Loans payable Convertible notes
HELE Ef—EBEARARE ERER TRRER
2020 2019 2020 2019 2020 2019 2020 2019
“E-BF —T-NF BB —T-NF ZB-BF _T-NF -B-BF _T-NF
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETR ARETT AR®TR ARKTT AR%TR AREKTR
At 1 January n—A—8H 93,204 75818 - 840 - — 96,506 70,323
Cash-flows: BeReE: 10,993 -
— Proceeds —FERAE - - - - - - 62,129 26,479
— Repayment —EX = - - (840) = - (48,322) -
— Capital element of -—BENHEdEEL
lease rentals paid EREBH (13,164) 9,416) - - = - = -
— Continuing operations ~ —HELE ¥ (4,997) (6,329) - - = - = -
— Discontinued —BERIEEEER
operations (2,735) - - - = - = -
Non-cash: E3
— Conversion to -—BRALER
ordinary shares - - - - - - (96,770) -
— Transaction cost for —BITABRBER
issue of convertible ZRHEAR
notes - - - - - — 4,142 -
— Fair value changes —ARREEAR
of convertible notes BE - - - - - - 6,902 -
— Exchange difference ~ —EH %% 4,386 - = - (1,142) - (1,243) (29¢]
— Entering into new —FuUHHE
leases - 30,795 - - = - = -
—COVID-19 related rent  — B Wi HT B M %
concessions SHEEzA
received 2EE (4,395) - - - = - = -
— Transferred to -BENBARBE
liabilities of HEZHE
disposal group BraE
classified as held (Fi5E44(a))
for sale (Note 44(a)) (28,856) - - - - - - -
— Transferred from —EEHMEN
other payables A - - - - 9,810 - - -
— Interest expenses - FERxX
— Continuing —HEREER
operations 4,997 2,336 = - = - - -
— Discontinued —BREEE
operations % 2,735 - - - - - - -
At 31 December R+=ZA=+—8 51,175 93,204 - — 15,190 - 23,344 96,506
T REBRIERBRAT

SROREER @



Notes to the Consolidated Financial Statements (Continued)
e M BRKTME (B)

Fortheyearended 31 December2020 HE =T —EF +—_A=+—HILFE

42. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS

62 UHEAREBRASEE
£

AEERBEEXRBRBERREZDPE
RemTAmAZEMERR - 8% ER
BREMSER(EEINERR  F XE
o R ERER) ﬁ%ﬂ ERngEERE
o AN B Y B RE R R fifﬁﬁi‘éﬁﬂ%
BAEEYBERANEBETNZER

The Group is exposed to financial risks through its use of financial
instruments in its ordinary course of operations and in its investment
activities. The financial risks include market risk (including foreign
currency risk, interest rate risk and price risk), credit risk and liquidity
risk. The Group's overall risk management strategy seeks to minimise

potential adverse effects on the Group’s financial performance. Risk

management is carried out by the senior management of the Group
and approved by the Board.

There has been no change to the types of the Group's exposure in
respect of financial instruments or the manner in which it manages

RIE - @R Afiﬂm$$.mi\&mf¥
BITEREETSHAE-

755 E Bt B 5 T AL R HE Y R B 4 Bl sk E
EIE MG E A Bk r 07 23 & (2R

and measures the risks.

(a) Categories of financial assets and liabilities

=4

i o

(a)

The carrying amounts presented in the consolidated statement

of financial position relate to the following categories of

financial assets and financial liabilities.

THEERBEBEIE

A MBARNRA RE S R A
TsRHEERSRABRIESR
B

2020 2019
—ECEHF T —NF
RMB’000 RMB'000
AR®ET R ARBET T
Financial assets ERMEE
Financial assets at amortised cost BEEAARIENESREE
Loans to third parties BYE=FMER = 10,511
Trade and other receivables E 5 &k H b A 31,024 41,450
Bank balances and cash ﬁEﬂ ER MRS 79,417 185,848
Financial assets at FVTPL BARBEFAEBEGNEREE 69,683 63,414
180,124 301,223
Financial liabilities cHas
Financial liabilities at amortised cost REEK A ENEREE
Trade and other payables B 5 K E b J& 1 5/ IE 52,228 87,443
Lease liabilities %ﬁ E&8E 51,175 93,204
Loans payable e B 15,190 -
Financial liabilities at FVTPL BAREFABREZENCREE
Convertible notes EE S 23,344 96,506
141,937 277,153

@ Ourgame International Holdings Limited Annual Report 2020



Notes to the Consolidated Financial Statements (Continued)
R BERETME (B)

Fortheyearended 31 December2020 HE =T _EF +—_A=+—HILFE

42. FINANCIAL RISK MANAGEMENT AND FAIR 42. UHBRABREERANES

VALUE MEASUREMENTS (continued) =4¢ )
(b) Foreign currency risk (b) 9hEE [ bR
The Group's subsidiaries mainly operate in the PRC and in the REBEHMBAREZERFE K
US and majority of the transactions are settled in RMB, USD or EEKgE BEHRXHBIRHGUAR
EUR, being the functional currency of the group entities to B ETHBTEE  EARXS5A
which the transactions relate. Foreign currency risk arises HANEBTENI) T o« INE R
when future commercial transactions and recognised assets RRBE AW FERERBINEEEH
and liabilities are denominated in a currency that is not the E%E‘I‘ﬁﬂ’ﬂ?ﬁj@?ﬁ%ﬁ&%&f&ﬁ&
entity’s functional currency. As at 31 December 2020 and 2019, REENBBE R_Z_ZTFK—
the Group did not have significant foreign currency risk from its Z—NF+=A :—i—— =Y
operations. 750 = E AR HNE R B o
Financial assets denominated in a foreign currency, translated AN SHE T IE R B E A A
into RMB at the closing rates, are as follows: RENSMEEWNT :
2020
—E-®F
UsD EUR HK$ Total
EY BT 7B T aEt
RMB’000 RMB’000 RMB’000 RMB’000

ARBTRT AR¥ETRT AR®BTRT AR¥T=R

Bank balances and cash $R1T45 8 KR & 202 1 11,594 11,797

Gross exposure arising EERE@EE

from recognised EEREE
financial assets A% 202 1 11,594 11,797
2019
—E-AE
usD EUR HK$ Total
= BT BT 4aEr
RMB'000 RMB'000 RMB'000 RMB'000
AR T T ARET T AR T T AR T T
Bank balances and cash $R1T4 68 MR & 6,763 15 5,460 12,238

Gross exposure arising B RS/ EE

from recognised 2= 48 2
financial assets & B 6,763 15 5,460 12,238

HRARDRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)

S M BRERME (&)

For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

42. FINANCIAL RISK MANAGEMENT AND FAIR 42.

VALUE MEASUREMENTS (continued)

(b) Foreign currency risk (Continued)

The following table illustrates the sensitivity of the Group’s loss
after income tax for the year and equity in regard to a 5% (2019:
5%) appreciation in the Group’s functional currency against
RMB. The rate used represents management's best

assessment of the possible change in foreign exchange rates.

UHERREERARES

= (|

(b) SMNEE R BZ (@)

TRINTHEAEENREER X A
REABN(ZZE—NF :5%) M
5 ALEEFRKRFAEHEERN
MEZNBRE - e AERIES
BEHINEE R EEEHD

SRR

2020

—E-EF

RMB’000

AR T

Increase in loss for the year and equity FAEEREREM (442)
2019

—E-NF

RMB'000

ARBTT

Increase in loss for the year and equity FAEERERIEM (459)

The same % depreciation in the Group’s functional currency
against the respective foreign currency would have the same
magnitude on the Group's loss after income tax for the year and
equity but of opposite effect.

The Group does not hedge its foreign currency risk. However,
management monitors the foreign currency exposure and will
consider hedging significant foreign currency exposure should

the need arise.

@ Ourgame International Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements (Continued)

fn S W B MR M & (18)

Fortheyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

42. FINANCIAL RISK MANAGEMENT AND FAIR 42.
VALUE MEASUREMENTS (continued)

(c) Interest rate risk

Interest rate risk relates to the risk that the fair value or cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group's interest rate risk
arises primarily from convertible notes. Convertible notes lease
liabilities and loans payable bearing fixed rates expose the
Group to cash flow interest rate risk and fair value interest rate
risk respectively are not expected to change significantly. The

UHERREERARES

==N¢ )

() RERERE

MERBRESHMTIAZARER
RenEBRAMSNEXEGH M XK
PR A - ANEE /A = &R
TEREAHRKRER - ABEF =
RREZABMBERE HEABRE
NERSCAKFEDRIAER SR
ENRREBREAABMERR %

exposure to interest rates for the Group’s interest-bearing bank LERRBEHTSHELEFTERNEL - K
deposits is considered immaterial. S BB RTERAAMXE I
TERX -
2020 2019
—EZEF —E-NEF
Effective Effective
interest interest
rate RMB’000 rate RMB'000
BERAE AR¥®TR ERFE ARETT
Fixed rate borrowings: & B &5 ¢
— Convertible notes — AR R 8%-12% 23,344 8% 96,506
— Lease liabilities —HEBE 8.48% 51,175 8.48% 93,204
— Loans payable —ENER 0.98% 15,190 - -

(d) Price risk

The Group is not exposed to significant price risk for the
Group's unlisted equity investments that do not have a quoted
market price in an active market.

(d ERSEER

RE B R A K B R EETS
TEMERENBEAREAES
ANERREE

HREARSRERAT —E_BEER @



Notes to the Consolidated Financial Statements (Continued)

=)

M B R RMEE (8)

For the year ended 31 December 2020 & £ —

42. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

(e)

Credit risk

The Group is exposed to credit risk in relation to its bank
balances and cash, trade and other receivables and loans to
associates and third parties.

The carrying amounts of each class of the financial assets as
summarised in Note 42(a) above represent the Group's
maximum exposure to credit risk in relation to financial assets.
To manage this risk arising from bank balances and cash, the
Group only transacts with state-owned financial institutions and
reputable commercial banks which are all high-credit-quality
financial institutions in the PRC, Hong Kong and the US. There
has been no recent history of default in relation to these
financial institutions so the credit risk of bank balances and
cash is considered to be low

Trade receivables

The Group’'s policy is to deal only with credit worthy
counterparties. Credit terms are granted to new customers
after a credit worthiness assessment. When considered
appropriate, customers may be requested to provide proof as to
their financial position. Where available at reasonable cost,
reports on customers are obtained and used. Customers who
are not considered creditworthy are required to pay in advance
or on delivery of goods and provision of services. Payment
record of customers is closely monitored. It is not the Group’s

policy to request collateral from its customers.

In addition, as set out in Note 2.10, the Group assesses ECL
under IFRS 9 on trade receivables based on provision matrix,
the expected loss rates are based on the individual assessment
and collectively assessment by the payment profile for sales in
the past years as well as the corresponding historical credit
losses during that period. The historical rates are adjusted to
reflect current and forward-looking macroeconomic factors
affecting the customer’'s ability to settle the amount
outstanding. At each reporting date, the historical default rates
are updated and changes in the forward-looking estimates are
analysed. However, given the short period exposed to credit
risk, the impact of these macroeconomic factors has not been

considered significant within the reporting period.

@ Ourgame International Holdings Limited Annual Report 2020
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42.

UHERREERARES

(

el

==4¢ )

BEERR

$%lmﬁﬁﬂ 2 B BN ERTT

BBREE EHRHEMBUKFIEA
M&m THERRARE=FT2E
e

LM EREA MRS E SR E
ENEEAERAEEERERE
EMAENSEREERR RERE
RERTHEBERASHER A%
BEEBAETREBEREERR Y
MEXRRIT(AR/TE  FERE
BRNREEERSRBE)ETR
5 ZERMEBEY EIHERL
B MBTHEKRESZEERR
WA IR o

AREBENBRAEREFEERITN
HFFENTRZ - BTHEFHNE
EHEMERPENTEATGRR
HeoRBEBAT  BEFAEHE
SRR B B 75 iR 0 B0 7B BA S0 o W
BELA S R AR JEE - Al 2 EH R (F
REFP#HRE THEAFEHARIR
BERPAEENRIRKE KiEH
RBFEAR - BN REHER
FFYER - ARFRIUER R
FEAN & B w9 BUR

BE SN - ZA KT FE210 T & - A K B R
& 5 7B FeE AR 1R B B B 7% T 5 2 R
FIRFHEZEUCKBNTAELRE
EER HHEBEEXRBEBEFE
) 85 & X TR A R R 5% B AR
FRBEEEBRMEMNFGHEE
BHESH - ELMETAFE
NEMEZEEFEEREESE
EEINERMRARNZELER
Z-REBRESAHEEHELE
KT WHWATREIEMGE RS- A
- ERAREERROEEE
Mo RERBRERZNTENR
EHEARRE/ALTEK-
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42. FINANCIAL RISK MANAGEMENT AND FAIR 42. UHBRABREERANES

VALUE MEASUREMENTS (continued) =4C )

(e) Credit risk (Continued) (e) BERK @)
Trade receivables (Continued) & 5 IR IR (&)
Trade receivables are written off (i.e. derecognised) when there M &R TEHE R U@ - B8 &
is no reasonable expectation of recovery. Failure to make S EWGIE (B ERER) - — R i
payments generally within 180 days from the invoice date and TOREREBEZAMRZISOARNE
failure to engage with the Group on alternative payment TFRIE R AR B B AN & B 1T H fth
arrangement amongst other is considered indicators of no NRZHE eERAeEBAHR
reasonable expectation of recovery. BB E B R ©
On the above basis, the ECL for trade receivables as at 31 BEMBEE R_ZB_ZTFR_-_F
December 2020 and 2019 was determined as follows: —NEFE+_A=+—"HWNEZRE

WHRENEREEBREEWT ¢

PRC HEg
As at 31 December 2020 R-ZE_ZEF+-H=+—8H
Total
allowance
BiEAR

RMB'000  RMB’000
ARBTRE AR®TR

Gross carrying amount BRI 488 —

— trade receivables 2 5 WA 3,479
Individually impaired & 5l J 1B & Yz Z I8
receivables (397) 397
3,082

Within 1 year 1to 2years
Currentby  byinvoices by invoices

invoices day day day Total
b BBEH BBEH
BN 5 15K 1825 At
ECL rate EHEEEEE 1% 5% 20%

RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT AR¥ETRT ARBTRT AR%®TR

Gross carrying amount R E 42 {6 —

— trade receivables B 5 WA 710 2,230 142 3,082
Lifetime ECL THEBEEEE 7 112 28 147 147

544

HREEZRERAT —E-SEER @
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For theyearended 31 December2020 B Z —ZE _TF+ A=+ —HILFE

42. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

(e) Credit risk (Continued)

Trade receivables (Continued)
PRC
As at 31 December 2019

42. PEARERB RN RES
==4¢ )
(e) EERRE @

& 5 B WRIR (@)
e
R=B—AE+=A=+-8

Total
allowance
BimEn
RMB’000 RMB000
ARBTT ARETT
Gross carrying amount R 428
— trade receivables — g 5 EWHIE 32,153
Individually impaired & 51 & & F& 4 5018
receivables (27,295) 27,295
4,858
Within 1year 1to 2years
Current by by invoices by invoices
invoices day day day Total
HEZEH RIERE RERH
BN EA 1R 1226 et
ECL rate BEHEEBRE 1% 5% 20%
RMB000 RMB’000 RMB'000 RMB’000
ARETT ARETT ARBTT ARETT
Gross carrying amount BR A A& E
— trade receivables —E 5 EWHE 1,701 2,404 753 4,585
Lifetime ECL 2HEHEEEE 17 120 150 287 287
27,582
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42. FINANCIAL RISK MANAGEMENT AND FAIR MHRBREERANES
VALUE MEASUREMENTS (continued) =4¢ )

(e) BEERR @

(e) Credit risk (Continued)

Outside PRC

ECL rate of current trade receivables are assessed to be 0.1%.
For the past due trade receivables, the management of the
Group considered the loss allowance provision for the balances
outside PRC were immaterial. There is no change in the ECL
rate for trade receivables during the end of the reporting date
mainly due to no significant change in the historical default
rates of trade receivables based on which the ECL rate is
determined. The management of the Group considered the loss
allowance provision for trade receivables was immaterial

during the end of the reporting date.

Other financial assets at amortised cost

In order to minimise the credit risk of other financial assets at
amortised cost, the management would make periodic
collective and individual assessment on the recoverability of
other financial assets based on historical settlement records
and past experience as well as current external information.
Other monitoring procedures are in place to ensure that follow-
up action is taken to recover overdue debts. In these regards,
the credit risk of other receivables, loans to associates and

third parties are considered to be low.

Besides, except for the receivables from other receivable set
out in Note 26, the management is of opinion that there is no
significant increase in credit risk on other receivables since
initial recognition as the risk of default is low after considering
the factors as set out in note 2.10 and, thus, ECL recognised is
based on 12-month ECL.

hE LS

MBS RURENEREER
BEEFHRLI% -HBHEHE
WHEMS  AEEEEERST
BRAZSRNBERETEBEK -
RE|EBHERKE HEWHIE
MEREEERERYEZY T8
THRNEERBAEEEE XK
BEWNESEURAELEZQ XL
BREZEEY AEEEEERSR
SRHERKESEREREABR
BETBEKX-

H i 3% 8 55 A A DU BR 69 = 3l
BE

73 % B At 1R 8 85 X R T B B 2 R
EENGEERRAERE BEE
RIEBEELEELHERBELR
ARERSINBER  EHAEME
A& E B AT U E M R R
At -EEENATHMBESR
B BERRRETE K
BRMER-RUTE - EbEKK
B RTBMERRARE=ZTTZER
MEERBRERSRE -

I AN - R PR R 26 FfT At B e 8 W R
BHN - BB R R E MR RIAR
EEER B NEERAARLER
EEM RRA /KR RMEE2.10F
BEREZR BREVRBREIE A
- BHEEBRRI2EANES
EEBIRER -

BREEERERAT —E-SEER @
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42. FINANCIAL RISK MANAGEMENT AND FAIR

42. BHEEAREEBRASES

VALUE MEASUREMENTS (continued) = (1|
(f) Liquidity risk (fl RBHEEZRE
Prudent liquidity risk management implies maintaining EENRHECRMREES £4
sufficient cash and cash equivalents. Due to the dynamic nature FRanRekReFEBEYW -HREA
of the underlying business, the Group aims to maintain flexibility AEBHEBRENEE  ASBRALE
in funding by maintaining adequate cash and cash equivalents. BERAWRSEBREEEBEYDIANESR
BEeHETMH-
As at 31 December 2020 and 2019, the Group's remaining RZEZZFER-_ZF-NF+=
contractual maturities for its financial liabilities are mainly A=+—H AEEMNE/REEH
within one year. When the creditor has a choice of when the TEHNEFER—FRNEE - EEE
liability is settled, the liability is included on the basis of the ATEERELAENER  ZA8E
earliest date on when the Group can be required to pay. Where RASEAHEERNRNET B
the settlement of the liability is in instalments, each instalment HrlR-EABEREADHE XL
is allocated to the earliest period in which the Group is g BHESEEAEBFAEI N
committed to pay. B 5% T RFHf o
The contractual maturity analysis below is based on the BESHEBEZABBRESRE
undiscounted cash flows of the financial liabilities. AN OT -
Over 1year Total
Within 1 year but within Over undiscounted Carrying
on demand 5yeas 5years cash outflows amount
R—FR —Fl0E RAERBASR
RERX BREFUR BENRE EHAE IREE
RMB000 RMB'000 RMB000 RMB'000 RMB’000
ARBTT ARETT ARETT ARBTIT ARBTR
As at 31 December 2020 R—ZT_ZF
+=ZB=+-AH
Non-derivative FTESRMEE
financial liabilities
Trade and other payables B 5 & H i f& 7 308 59,924 - — 59,924 59,924
Lease liabilities HERE 10,443 42,816 13,456 66,715 51,175
Loans payable e E 2 12,914 2,424 - 15,338 15,190
Convertible Notes AARERE 15,270 9,710 - 24,980 23,344
98,551 54,950 13,456 166,957 149,633
As at 31 December 2019 R_ZE—NF
+-A=+—8
Non-derivative F¥TELRMEE
financial liabilities
Trade and other payables B 5 & E i fE < 518 87,453 - 87,443 87,443
Lease liabilities HEARE 15,488 60,090 64,117 139,695 93,204
Convertible Notes R EE 96,506 — — 96,506 96,506
191,633 60,090 64,117 323,644 277,153
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42. FINANCIAL RISK MANAGEMENT AND FAIR 42. UHBRABREERANES

VALUE MEASUREMENTS (continued) =4C )
(g) Fair value measurements () ARRESE
The following table presents financial assets and liabilities TRBEBEARBERI RERE M
measured at fair value in the consolidated statement of BRAXHERAREFEN T/
financial position in accordance with the fair value hierarchy. BEENRBEBE ZERBEBERARGE
The hierarchy groups financial assets and liabilities into three ZESREERBBEAABEEAKN
levels based on the relative reliability of significant inputs used BMABERNESTEEEcmE
in measuring the fair value of these financial assets and EREESAB=ELRHN - AREE
liabilities. The fair value hierarchy has the following levels: HAr
Level 1: quoted prices (unadjusted) in active markets for FE—RER RAEEERABRER
identical assets and liabilities; M35 B BB CREFHE)
Level 2: inputs other than quoted prices included within FE_EBRBRE R AHNRE
Level 1 that are observable for the asset or S BEEXBREAER
liability, either directly (i.e. as prices) or indirectly Z(BNEH) B #&(8
(i.e. derived from prices); and BRITE)BRNE A
g5 &
Level 3: inputs for the asset or liability that are not based FEZBR -WIFERAIEBE M5 H
on observable market data (unobservable inputs). & (B0 1 AT #1 5R  A 2
BIWEEXABN®
ANBUE o
The level in the fair value hierarchy within which the financial BREHIAABHEEERATER
asset or liability is categorised in its entirety is based on the BASBENREEREAR
lowest level of input that is significant to the fair value BEeHMEEXERAESZEN
measurement. A543 -

BREEERERAT —E-SEER @
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42. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

42. PEARERB RN RES
==1¢-))
() RAEESIE @

RAEMBRRARPRAAEFE
MeREERABAGKATA

(g) Fair value measurements (Continued)

The financial assets and liabilities measured at fair value in the
consolidated statement of financial position are grouped into

the fair value hierarchy as follows: RERER
2020 et Tt ¥
Level 1 Level 2 Level 3 Total
E-—EBH EER F=ZER Mgt
Note RMB’000 RMB’000 RMB’000 RMB’000
iz AR®Tr AR¥TR AR¥®TrT AR®T:x
Assets BE
Financial assets at FVTPL RARBEFAEEZED
TRERE
Unlisted equity investments 3 F IR AR E (a) - - 69,683 69,683
Liabilities =L
Financial liabilities at FVTPL & DA B ABEW
cRaE
Convertible notes R EE (b) — - 23,344 23,344
Net fair values NRHEZFE — - 46,339 46,339
2019 —ZE—-hEF
Level 1 Level 2 Level 3 Total
E—[ER FEEMR E=ER wEt
Note RMB'000 RMB'000 RMB'000 RMB'000
iz ARBTFIT ARBFTT ARETT ARETR
Assets BE
Financial assets at FVTPL BARETFAERY
THARE
Unlisted equity investments  3E E AR &A% & (a) - - 63,414 63,414
Liabilities =R
Financial liabilities at FVTPL R AR B AEBEZEH
cRAaRE
Convertible notes FIREYES (b) — — 96,506 96,506
Net fair values NABEFEE - - (33,092) (33,092)
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42. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (continued)

(g) Fair value measurements (Continued)

During the year ended 31 December 2020, there were no
transfers between Level 1 and Level 2, or transfers into or out
of Level 3 (2019: nil).

Notes:
(a) Unlisted equity investments

The fair value of unlisted equity investments is determined with
reference to combinations of various factors including net assets
values of the unlisted equity investments. The fair value
measurement is positively correlated to the factors including net

42. BHEEAREEBRASES

£ (|

() ARESE W@
HE—_T-_FTF+-A=+—H
HFEE FEREFE_ERZH
WEERE  TEEARELE =
H(ZE—NF : E) -

GEE
(a) FETRARE

FETRARENRAETES
R LTRAKRENEEFES
ZHERAZNEHTEMEE - A
REFEREEFESERARBLE

assets values. LERBAR ©
2020 2019
—E-BHE —ET-NF
RMB’000 RMB'000
ARBT T ARETTT
Unlisted equity investment FETRAERE

At 1 January R—HA—H 63,414 95,782
Additions NE 19,725 8,501
Disposals & - (18,034)
Fair value changes recognised in profit or loss R B ER KA 7 EE (13,373) (28,668)

Reclassification from interest in an associate B A — & A 7] 5
ERiag | — 5,663
Exchange difference ME 5 = RR (83) 170
Increase in loss for the year and equity FAEEREZE M 69,683 63,414

(b)  Convertible notes

As at 31 December 2020

(b) THRERE

R-2-2%£+=-A=+-8

Valuation technique Unobservable input Range

1B % FABEEE &=

Convertible notes Market comparable companies  Discount of lack of marketability 0%
AR AR R IR TS AELRAF REHERBUHITZR

Volatility 54%-76%

A
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42. FINANCIAL RISK MANAGEMENT AND FAIR 42. UHBRABREERANES
VALUE MEASUREMENTS (continued) =4¢ )

(g) Fair value measurements (Continued) () AFESE @
Notes: (Continued) BT (88)
(b)  Convertible notes (Continued) (b) AR EE (F)
As at 31 December 2019 R=-FE-hF&+t=-A=t—-H
Valuation technique Unobservable input Range
HERE A R BUR 0 [&]
Convertible notes Market comparable companies Discount of lack of marketability 12.8%
CE & 37 mHAIE LR AR R = T 350 R I AT
Volatility 91.5%
& 8
An increase in the discount for lack of marketability would iR = M mm T EE N A
decrease the fair value. AEGTE-
The reconciliation of the carrying amounts of the Group's DPERAREBRFE=ZRANHAE
financial instruments classified within Level 3 of the fair value SEHeBTAREEHEROT :

hierarchy is as follows:

2020 2019
ZB-EF —E-NF
RMB’000 RMB'000
ARBTR ARBFTT
Fair value at 1 January R—A—H®MARE 96,506 70,323
Issue of 2020 Convertible Notes BT _ZFARERER 66,271 26,479
Conversion to shares a subsidiary of the Ein R ARE —HMEA
Group — AESE Al—AESEZ R 5 (96,770) -
Repayment of Convertible Notes B =& (48,322) —
Fair value changes recognized in profit or loss RiBz5 R A L EEF 6,902 -
Exchange difference MEHZR (1,243) (296)
Fair value at 31 December R+=—ZA=+—HHARE 23,344 96,506
Fair value gain or loss on unlisted equity investments are ELTRERENAABEREXER
recognised in profit or loss and included under “Fair value REBERER - Wit AR RQ R EFAE
changes of financial assets at fair value through profit or loss”. mZEMEEZARBERE] -
Fair value gain or loss on contingent consideration payables is ERIAREORRBEREHEER
recognised in profit or loss and included under “Fair value BaER T AIENSIAREBEZA
changes of contingent consideration payables”. REEH] -
Fair value gain or loss on convertible notes is recognised in profit THREEN AL ERGZIEENE
or loss and included under “Fair value changes of convertible =R W AIAIBRBREREZ AAE
notes”. B o
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43.

44,

CAPITAL MANAGEMENT

The objectives of the Group when managing capital are to safeguard
the ability of the Group in continuing as a going concern in order to
provide returns for shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to enhance shareholders’
value in the long term.

The Group monitors capital by regularly reviewing the capital
structure. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with the issued
share capital. The Group may adjust the amount of dividends paid to
shareholders, issue new shares, repurchase the Company’'s shares
or sell assets to reduce debts.

DISCONTINUED OPERATIONS AND ASSETS
AND LIABILITIES INCLUDED IN DISPOSAL
GROUP CLASSIFIED AS HELD FOR SALE

During December 2020, the Group committed to a plan to sell the
WPT.

On 19 January 2021, AESE entered into a SPA whereby CSI, the
proposed sale of CSl is referred to herein as the “Sale Transaction”.
CSlis a wholly — owned subsidiary of the Company and the entity that
directly or indirectly owns the legal entities comprising the WPT
business would be sold to Element Partners, LLC (the "Buyer”), a
Delaware limited liability company formed for the purposes of
acquiring the WPT business in the Sale Transaction. Element
Partners, LLC is owned by an investment fund. See Note 2.1 for
details.

In reaching its decision to enter into the SPA, the AESE's Board of
Directors, in consultation with management as well as its financial
and legal advisors, considered a number of factors, including the
risks and challenges facing the WPT business in the future as
compared to the opportunities available to the WPT business in the
future, and the availability of strategic alternatives. After careful
consideration, the AESE’s Board of Directors unanimously approved
the SPA and determined that the Sale Transaction is in the best
interests of the AESE Group and its stockholders, and that the Sale
Transaction and the SPA reflect the highest value for the WPT
business reasonably attainable for the AESE’s shareholders.

43.

44,

N =

AEENEAEREBRRREAEEN
FREKLERT  BARBRR LS EM
BagBARKMNG TS REER
EEARABRREEEE-

AEEBBTEHARSEARARBUE S
BR-ERZRIN—BD ARAE
EEBESRAREARBEHITRANR
B AEBEARBEARRKNOERE 2
BBOHRO BEAXBRMHK L
EEERBDER

B A
€1

RZZ_—F—H+ B  AESEECSI
R BRI E(R X R ER L ECSIE
[SHER S -CSI(BARAZEEK
BAr - WAERENHEEESBBAKWPT
XBEEERCER) B EE TElement
Partners, LLC([E 5] — AR RHEER
5 U BEWPT 2 75 i iX 32 2 FF AL 2 N B
R A A])  Element Partners, LLC 5 — 3%
BESHEE BHFEE2HMEE21 -

P BT 32 8 A% 175 5 B9 SR B BF - AESERY
EEQNHEREEREVBE R EARZER
Emtk EETZ2EREZ  SFHEWPT
EBARRAIEBSHESIELL  WPTER
AEREBRORBEKS UEESD
EMBBEUEERIR - KBEEEER -
AESEME=E= g — B EBR B Z IR
AEEXSHAASEEE R ERENH
EFz BHERZRBERDERRT
AESERR R BEWPT X5 & B Al 5 M & = (B
@o
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44. DISCONTINUED OPERATIONS AND ASSETS

AND LIABILITIES INCLUDED IN DISPOSAL
GROUP CLASSIFIED AS HELD FOR SALE

(Continued)

Pursuant to the SPA, the Buyer intends to purchase 100% of the
outstanding capital stock of CSI for a base purchase price of US$105
million. This base purchase price will be adjusted to reflect the
amount of CSl's cash, indebtedness (other than the indebtedness
related to an outstanding US$685,300 PPP Loan) and accrued and
unpaid transaction expenses as of the closing of the Sale Transaction.
The Buyer remitted a total sum of US$10.0 million advance payment
of the base purchase price to AESE upon the execution of the SPA and
is required to pay the balance of the base purchase price at the
closing of the Sale Transaction.

The SPA contains customary representations and warranties,
covenants and indemnification provisions. The closing of the Sale
Transaction is subject to closing conditions, including the approval of
the Sale Transaction by the Company's stockholders and other
customary closing conditions. The Company intends to consummate
the Sale Transaction shortly after obtaining stockholder approval,
assuming all other conditions to the completion of the Sale
Transaction have been satisfied or waived by the appropriate parties.

The SPA may be terminated by the Buyer or AESE if the closing has
not occurred by 20 September 2021, or upon the occurrence of certain
customary events as set forth in the SPA. Depending on the
circumstances surrounding a termination of the SPA, the Buyer may
be required to pay a US$10.0 million non-performance fee to AESE,
and AESE may be required to pay a US$3.45 million termination fee to
the Buyer, and AESE may be required to return to Buyer the US$10.0
million advance payment of purchase price and reimburse the Buyer
for up to US$1.0 million of its documented out of pocket expenses
incurred in connection with the authorization, preparation,
negotiation, execution and performance of the SPA and the Sale
Transaction.

Effective upon any termination of the SPA, other than a termination in
which Buyer is required to pay a termination or non-performance fee
to us, Buyer (or its affiliate) and Peerless Media Limited, an indirect
subsidiary of AESE that owns intellectual property related to the WPT
Business, will enter into a 3-year brand license for Buyer's (or its
affiliate’'s) use of the WPT brand in the territory of Asia for real-money
gaming in exchange for revenue-based royalty payments of 20% of
qualifying revenues, and minimum annual guaranteed royalty
payments of US$4 million, US$6 million and $8.0 million for the first,
second and third years, respectively. Such license will be subject to
further customary terms and conditions and provide Peerless Media
Limited with a $2.0 million buy-out right after the first year. In the
event of any termination of the SPA under any circumstance in which
the Buyer is required to pay a termination fee to us, AESE will have
the option, but not obligation, to require the Buyer to into such license
agreement with Peerless Media Limited.

@ Ourgame International Holdings Limited Annual Report 2020
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(Continued)

44, DISCONTINUED OPERATIONS AND ASSETS Lo, BERIEBEXEERESTA
AND LIABILITIES INCLUDED IN DISPOSAL DERFIFHEHENLEME
GROUP CLASSIFIED AS HELD FOR SALE ANEEREBREm@

Details of which are set out in the Company’'s announcements on 19 ERFBEERNARAIBE AT = —
January 2021, 23 March 2021, 29 March 2021 and 30 March 2021 and F—HA+NB - D E-—F=A=-+=
the circular of the Company dated 10 March 2021. A —E-_—®F=ZA-_t+thBR_ZF=
—F=A=F+RHZAENUERARFHHEH
B-E-_—F=-ATRAZBH-
(a]  Assets and liabilities of the Disposal Group are as follows: (a) HEARNWBEERAGHOAT :
2020
—E-ZF
Note RMB’000
B = AR®ET T
ASSETS BE
Property, plant and equipment Y- BEREE 17 10,924
Right-of-use assets ERAEEE 18 24,579
Intangible assets mEEE 22 266,769
Goodwill kS 21 94,691
Trade and other receivables H 5 & H b fE W R IE 14,185
Bank balances and cash RITHEREIR S 28 23,705
434,853
LIABILITIES afE
Trade and other payables B 5 R E b A RUIA 42,496
Deferred revenue P FE U A 34 12,857
Lease liabilities HEAGE 28,856
Deferred tax liabilities EEFETEEE 1,431
Loans payable EE R 4,471
90,111
Net assets BEZFE 344,742
REBRERERAT

SROREER @
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44, DISCONTINUED OPERATIONS AND ASSETS Lo, ERIEBEEERESA
AND LIABILITIES INCLUDED IN DISPOSAL PERFIEHENDER
GROUP CLASSIFIED AS HELD FOR SALE ANEEREEm
(Continued)

(b)  Loss for the year from discontinued operations of the Disposal (b) REHEHENBERIELEXEKDN

Group are as follows: FERNEBERINT :

2020 2019
—E-EF —E-NEF
RMB’000 RMB'000
AR%ET AR T T
Revenue WA 139,093 127,946
Cost of revenue 1 NN (48,399) (41,864)
Gross profit EF 90,694 86,082
Other income H bz 46 126
Selling and marketing expenses HEMMIGHESREA (7,152) (13,899)
Administrative expenses THRAX (85,774) (87,068)
Share-based compensation expense UMD AEBROMS M (1,757) (203)
Finance costs ELEEg N (2,764) (1,608)
Loss before income tax BRETBRATEE (6,707) (16,570)
Income tax credit FTERE R 784 -
Loss after tax for the year FARBEBEIE (5,923) (16,570)

Loss for the year from discontinued operations include MIEREEBER 2 FANEREBIED
X BEEXBINE CREEE
MEAREFREEHE  2AlAA
R #6,230000c(ZF —ALF: A
R #4,999,0007) « AR ¥ 4,761,000
T(ZZT— L% : AK%3078000
o) & AR #37,082,000 (=& —
NE - AR®E44,477,0007T) °

depreciation of property, plant and equipment, depreciation of
right-of-use assets and amortisation of intangible assets of
RMB6,230,000 (2019: RMB4,999,000); RMB4,761,000 (2019:
RMB3,078,000) and RMB37,082,000 (2019: RMB44,477,000)
respectively.
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44. DISCONTINUED OPERATIONS AND ASSETS Lo, ERIEREEERESTA
AND LIABILITIES INCLUDED IN DISPOSAL DERFIEHENTEEMR
GROUP CLASSIFIED AS HELD FOR SALE ANEEREBE @
(Continued)

(c]  The cash flows of discontinued operations of the Disposal Group () HEARNERIEKEEBZES
are as follows: mEWR :
2020 2019
—E-EF —T—NEF
RMB’000 RMB'000

AR¥ T ARBTTT

Net cash flows used in operating KEESFAReREFE
activities (21,284) (17,352)
Net cash flows from/(used in) investing & EEFT 1S, (FTH) R &

activities mEFE 5,992 (6,490)

Net cash flows from financing activites FEdE /FEFIEHRE S REFE 4,731 25,233

Net cash (outflows)/inflows Be ORb)/RAFE (10,561) 1,391

45. EVENTS AFTER THE REPORTING DATE 45. BEBRER
(a) Convertible Notes (a) TRIRR

On 4 January 2021, the AESE issued 529,383 shares of common RZTEZ—4F— HMAB " AESEZ
stock as redemption payments on the 2020 Convertible Notes 17529383 BERBRIE/R T _F
(Note 31). As of the close of business on 4 January 2021, the Fa R ER (M3 2BER -
principal and accrued interest associated with the 2020 R_ZE-—F— ANHZ XN
Convertible Notes were repaid in full. ERE BT _TFIRRER
HEANERE REFGHEETHRE

(b) Director of AESE Group share awards (b) EEZRITAESEEB R ER

BCES

On 4 January 2021, the AESE Group issued to its non-executive RZ—ZZFEZ—4%— FWMA - AESE
directors an aggregate of 126,584 shares of common stock SEREEHTEETEITA R
adopted by AESE Group in May 2019 (Note 37(d)). The shares 1265848 T @A - % E R 1D K B
were issued for their director services to AESE. AESEEBIR = — NG H AR

(P 5E37(d)) + Jb Bk 1% &5 [MIAESE R
M2 ERRTS AT ©

HREARSRERAT —E_BEER @
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45. EVENTS AFTER THE REPORTING DATE (continued)

(c)

(d)

Disposal of WPT business

On 19 January 2021, AESE entered into a SPA whereby CSI, a
wholly-owned subsidiary of AESE and the entity that directly or
indirectly owns the legal entities comprising the WPT business
would be sold to Element Partners, LLC [the "Buyer”), a
Delaware limited liability company formed for the purposes of
acquiring the WPT business in the Sale Transaction. Element
Partners, LLC is owned by an investment fund. See Note 2.1
and Note 44 for details.

Details of which are set out in the Company’s announcements
on 19 January 2021, 23 March 2021, 29 March 2021 and 30
March 2021 and the circular of the Company dated 10 March
2021.

Business reorganization of Lianzhong Hall
and other games

On 15 August 2018, Beijing Lianzhong and Beijing Maipu Taigi
Technology Co., Ltd. JtRBEZAFEHEARZAF) ("Beijing
MPTQ"], an independent third party, entered into the exclusive
operation agreement (the “Exclusive Operation Agreement”),
pursuant to which Beijing Lianzhong will entrust, exclusively,
Beijing MPTQ with all of Beijing Lianzhong's rights relating to
the operation of the game businesses between the date of the
Exclusive Operation Agreement and the completion date of the

Reorganisation Agreement.

In December 2020, Beijing Lianzhong reorganized related game
operation businesses, and terminated the Exclusive Operation
Agreement with Beijing MPTQ to transfer the related game
operation businesses to two subsidiaries of the Company (Hainan
Lianzhong Zhiqu and Tianjin Lianzhong Yidong Technology
Development Co., Ltd.) from 1 January 2021.

46. NON-CASH TRANSACTIONS

During the year ended 31 December 2020, the Group entered into the

following non-cash financing activities which are not reflected in the

consolidated statement of cash flows:

1.

2.

Repayment of Convertible Notes total RMB96,770,000 by
conversion common shares of a subsidiary of AESE.

Cancellation of issuance of shares capital refer to Note 35.
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45. REBERSEHm@m

(c)

(d)

HEWPT % 75

RZZEZ—F—HA+ B AESE
7] 3L B % 7% - K CSI(AESEZ 2
BB n REESHEEEER
BWPTEB EEZERBZ2ER)HE
¥ Element Partners, LLC([ & 77 | -
— [l & iR B 5 S X 5 W WPT £ 75
MK 2 FRNEMNER AR - B—
MEEEESHER) FIBEFL2HM
2.1 MM RELL o

ERAFBERNARA T = —
—A+hB ZE=Z—F=A=+
=A-ZZT=—F=A=thBK
—E-—F=ZA=+HZAEK
KRB AE-_ZT-_—F=A+
B2z @ e

it T 45 B8 e ELAth 383 85 2 3
ZEM

RZZF-—NFNATHB L
REBYF=ZFIEREELFH
RERAR(EREEARFT L
BRLEWZ((BRZEHRE]
Bt ERBRERBREE RS
EHMEEEMAMETKA BN
BREAKBIERBREREEELRE
BEBZFERNZETIERE

EAF -

RZZEZZTF+-R tRBRE
HEEREEXHEM LR I-HE
ERBEATILZBREER
#FOUBZZE-—F—-F—BEE
HAEREEXBKERTAQA
ELNEINGINCEE R R Y ES
RRRRPMBEBERERAA) -

46. FRER S

BHE-Z-_ZTF+-A=+—HLHF
B AREBFETUTHESCHEERS
HIWRRGERERER R :

1.

BIBEIBAESE— BN EBE AR M E
BRESETERZEALARE
96,770,000 7T °

HUHZITIRA - 2501535 -
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