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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE?”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment
risk may be attached than other companies listed on the Stock Exchange. Prospective investors should be
aware of the potential risks of investing in such companies and should make the decision to invest only
after due and careful consideration. The greater risk profile and other characteristics of GEM mean that it
is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board of the Stock
Exchange and no assurance is given that there will be a liquid market in the securities traded on GEM.

The Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents
of this report, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
report.

This report, for which the directors (the “Directors”) of First China Financial Network Holdings Limited (the
“Company’, together with its subsidiaries, the “Group”) collectively and individually accept full responsibility, includes
particulars given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market of
the Stock Exchange (the “GEM Listing Rules’) for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and belief that: (i) the
information contained in this report is accurate and complete in all material respects and not misleading or deceptive;
(ii) there are no other matters the omission of which would make any statement in this report misleading, and (iii) all
opinions expressed in this report have been arrived at after due and careful consideration and are founded on bases
and assumptions that are fair and reasonable.
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CHIEF EXECUTIVE'S STATEMENT
ITH & FHBE

BUSINESS REVIEW

The Group for the year ended 31 December 2016 recorded total
turnover of approximately HK$46.9 million, which was a decrease
of approximately HK$111.9 million compared with the last
corresponding year. It was due to a record of proceeds from trading
of securities of approximately HK$38.0 million for the year ended 31
December 2016, compared with approximately HK$113.1 million for
the previous year, representing a decrease of approximately HK$75.1
million. Moreover, there were a decrease of consultancy fee income
of approximately HK$20 million, a decrease of spot trading profits on
precious metals contracts of approximately HK$10.7 million and also
a decrease of commission income from precious metals brokerage of
approximately HK$7.3 million when compared with that of the year
ended 31 December 2015.

For proprietary stock trading, the Group recorded an unrealized loss
of approximately HK$30.1 million and realized loss of approximately
HK$71.7 million for the year ended 31 December 2016. It was
mainly due to the market price of one of the stocks in the portfolio of
the Group dropped materially on 30 September 2016.

For electronic student card business, due to encouragement from
the People’s Republic of China (“PRC”) Government, the customers
tend to prefer and use BeiDou Navigation Satellite System (dt
N EHEEMELS) (“BeiDou System”). The intended change of
navigating chips of electronic cards and devices of the school
safety network results in delay and postponement of orders by the
customers pursuant to previously executed contracts. Although the
Group has been securing sales from other contracts, the Group
has been unable to receive large orders from previously executed
contracts and the sizes of other contracts are insufficient to cover
the operating costs of FIITRKEBEFEBRAF (translitered as
Shenzhen Star Technology Co., Ltd) (“Shenzhen Star”). Despite the
effort by the Group to change the navigating chips of electronic
cards and devices of the school safety network to coordinate
with the BeiDou System, there has been technical issues that the
Group needs to resolve. The segment of the trading of electronic
student cards and school safety products recorded a revenue of
approximately HK$5.2 million and incurred an operating loss of
approximately HK$113.4 million for the year ended 31 December
2016. The said segment recorded revenue and operating loss of
approximately HK$2.1 million and approximately HK$57.9 million
respectively for the year ended 31 December 2015. The operating
loss included the impairment and amortization of intangible assets
which are non-cash items and will have no impact on the Group’s
daily operations and cashflows.
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CHIEF EXECUTIVE'S STATEMENT

As per the announcement dated 10 June 2016 of the Company,
the final judgement handed down by South China International
Economic and Trade Arbitration Commission (Shenzhen Court of
International Arbitration) against Yang Shunhong that he shall repay
the refundable earnest money of RMB20.0 million to & % & 54
C#FYI) BBR A7 (transliterated as First China Securities Consultancy
(Shenzhen) Co., Ltd) (“Shenzhen First China”), a wholly-owned
subsidiary of the Company, together with penalty and legal costs,
in relation to the proposed acquisition of 100% of the registered
capital of RE)E FHEEIRER A 7] (transliterated as Mingin Quantum
New Energy Co. Ltd.). The proposed aquisition was terminated as
announced by the Company on 29 May 2015.

As neither the refundable earnest money, penalty nor legal costs
have been received by Shenzhen First China, our legal adviser has
applied to the Intermediate People’s Court in Suining City, Sichuan
Province, China on behalf of Shenzhen First China to include
Yang Shunhong in the list of restricted high consumption, the list
of dishonest persons and the list of restricted departures. The
management will negotiate with the vendors on the settlement of
the said refundable earnest money paid and our legal advisor will
continue to follow upon the settlement of the refundable earnest
money with the court in the PRC.

Due to the tightened policy of the PRC Government on regulating
the precious metals trading and brokerage business in the PRC, the
Group recorded a decrease in trading gain on precious metals and
commission income from brokerage services in precious metals for
the year ended 31 December 2016. Trading gain on precious metal
contracts is approximately HK$0.5 million, which is less than that
of approximately HK$10.7 million as compared with the year ended
31 December 2015 and the commission income from precious
metals brokerage was approximately HK$1.0 million when compared
with that of approximately HK$8.3 million for the year ended 31
December 2015.

FINANCIAL REVIEW

Results of the Group

The Group recorded total turnover of approximately HK$46.9 million
for the year ended 31 December 2016 as compared to total turnover
of approximately HK$158.8 million for the previous year, representing
a decrease of approximately HK$111.9 million or approximately
70.5%. The sharp decrease of turnover was primarily due to
the decrease of proceeds from trading of securities, the lack of
consultancy fee income and the decrease in trading gain on precious
metals in the PRC.
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CHIEF EXECUTIVE'S STATEMENT
ITH 4 & B E

The Group recorded a loss for the year amounted to approximately
HK$244.9 million, compared with a loss of approximately HK$61.0
million for the corresponding year. The loss of the year encompassed
the realized losses and unrealized fair value losses on securities
trading of approximately HK$71.7 million and approximately
HK$30.1 million respectively, compared with realized gains and
unrealized fair value losses on securities trading of approximately
HK$4.3 million and HK$32.6 million respectively for the previous
year. It was mainly due to realized loss on the material drop on the
price of one of the stocks in the portfolio of the Group during the
year.

The loss also included the impairment of intangible assets of
approximately HK$122.7 million, representing the residual value of
acquisition of a subsidiary in 2014, compared with approximately
HK$93.2 million for the previous year. The net impact of such
impairment led to an operating loss for approximately HK$108.9
million which included the impairment and amortization of intangible
assets, fair value of contingent consideration receivable and reversal
of deferred tax liabilities (2015: approximately HK$57.9 million).

Due to the tightened policy of the PRC Government on regulating
the precious metals trading and brokerage business in the PRC, the
business operation of an associate has not resumed. The Group
recorded approximately HK$8.93 million from share of loss (2015:
share of profit of approximately HK$37.6 million) of associate for the
year under review.

Liquidity and financial resources

The Group’s current assets as at 31 December 2016 amounted
to approximately HK$398.2 million compared with approximately
HK$537.1 million as at 31 December 2015 and the liquidity of the
Group, as demonstrated by the current ratio (current assets/current
liabilities) was 15.59 times, compared with 16.73 times for previous
year. Among them, the financial assets at fair value through profit
or loss were approximately HK$64.0 million (2015: approximately
HK$202.0 million). All the financial assets were invested in
the equity securities listed in Hong Kong. As at 31 December
2016, the Group’s cash and bank balances were approximately
HK$255.0 million (2015: approximately HK$267.7 million) of which
approximately HK$14.1 million (2015: approximately HK$24.4 million)
were held on behalf of clients in trust and segregated accounts.
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CHIEF EXECUTIVE'S STATEMENT

As at 31 December 2016, the Group’s total borrowing amounted
to approximately HK$8.6 million (2015: approximately HK$10.5
million), of which, approximately HK$2.0 million (2015: approximately
HK$1.9 million) was repayable within one year. The borrowings were
secured by charges over the Group’s land and buildings as well as
corporate guarantee issued by the Company. Taking into account of
the amount of liquid assets in hand, the Broad is of the view that the
Group has sufficient financial resources for future development of the
existing business of the Group and other business when investment
opportunities arise.

The equity attributable to the owners of the Company amounted
to approximately HK$462.8 million as at 31 December 2016,
representing a decrease of approximately HK$260.9 million, or
36.0% from that of 31 December 2015. The decrease was mainly
due to loss for the year attributable to the owners of the Company.

The Group manages the foreign exchange exposure arising from
its normal course of business activities and investments in foreign
operations by funding its local operations and investments through
cash flow generated from business transaction locally. As at the end
of the year, the Group did not have any material un-hedged foreign
exchange exposure of interest rate mismatch.

Capital structure
As at 31 December 2016, the Company’s issued share capital was
6,498,958,120 shares of HK$0.01 each.

Precious metals spot trading and brokerage

The revenue of this segment recorded approximately HK$1.5
million for the year ended 31 December 2016, as compared
to approximately HK19.6 million for the previous year, plunged
approximately 92.3% or approximately HK$18.1 million. It was
mainly attributable to the tightened policy of the PRC Government on
regulating the precious metals trading and brokerage business in the
PRC in which the Group operated. It reported an operating loss of
approximately HK$2.0 million for the year ended 31 December 2016,
as compared to an operating profit of approximately HK$4.5 million
for the previous year.
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CHIEF EXECUTIVE'S STATEMENT
ITH 4 & B E

Stock information and research services

No consultancy fee income was received from SFEIIFTE B 2 B B
BmRmZSHOAR AR (transliterated as Shenzhen Qianhai First
China International Commodities Exchange Centre Limited), an
associated company of the Company, during the year under review,
as compared to approximately HK$19.9 million for previous year.
The Group held 38% interest in this associated company, which
reported an operating loss of approximately HK$6.9 million for the
year, compared with profit of approximately HK13.0 million during
last corresponding year.

Trading of electronic student cards and school safety
products

This segment began to contribute to the Group. It recorded
approximately HK$5.2 million of revenue for the year under review
compared with approximately HK$2.1 million for the same period
last year. It is principally engaged in development and exploration
of various telecommunication technologies in the PRC, in particular,
electronic student card for school safety network. For the year
under review, the navigating chips of electronic student cards
and devices needed to change to operate in coordination with
the BeiDou System, a system preferred by the PRC Government.
The Group is studying to modify the devices in order to deal
with the power consumption issues. It led to a slow down in the
production of electronic student cards and devices and incurred
an operating loss of approximately HK$113.4 million, included
an impairment of intangible assets for approximately HK$122.7
million (2015: approximately HK$93.2 million). The net loss of this
segment included increase of fair value of contingent consideration
receivable and reversal of deferred tax liabilities, for the year ended
31 December 2016 and it recorded a loss of approximately HK$57.9
million for the last corresponding period.

Brokerage and securities margin financing service

Total revenue of this segment recorded approximately HK$1.4
million for the year ended 31 December 2016, compared with
approximately HK$3.3 million for the same period last year. There
was a decrease of approximately 57.6% from that of previous year
in line with an decrease of 37.1% of the average turnover of the
Hong Kong equity market. This segment loss reached approximately
HK$4.1 million while loss of approximately HK$1.5 million for the last
corresponding period.
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CHIEF EXECUTIVE'S STATEMENT

Trading and principal investments

The securities trading recorded a realized loss of approximately
HK$71.7 million while it recorded a trading gain of approximately
HK$4.3 million in the previous year. It recorded a fair value losses of
approximately HK$30.1 million for the year under review compared
with fair value losses of approximately HK$32.6 million of the
previous year, due to realized loss on one of the stocks sold in the
portfolio of the Group due to its market price dropped materially in
the year. This assignment showed an operating loss of approximately
HK$102.6 million for the year 31 December 2016 and it recorded a
loss of approximately HK$29.4 million last year.

CHARGES ON ASSETS

Property, plant and equipment of the Group with a carrying amount
of approximately HK$30.8 million (2015: approximately HK$32.4
million) were pledged for banking facilities granted to the Group.

CONTINGENT LIABILITIES
As at 31 December 2016, the Group did not have any contingent
liabilities (2015: Nil).

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES/FUTURE PLAN FOR MATERIAL
INVESTMENTS

There was no other material acquisition/disposal which would have
been required to be disclosed under the GEM Listing Rules for the
year under review. At present, the Group has no concrete plans for
any material investments.
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CHIEF EXECUTIVE'S STATEMENT
ITH & FHBE

EMPLOYEE INFORMATION

As at 31 December 2016, the Group had a workforce of 80
employees (2015: 173). Due to suspended precious metals spot
trading and brokerage business, the Group decreased 57 sales
representatives in the year. The total staff costs, including directors’
emoluments, amounted to approximately HK$17.9 million for the
year ended 31 December 2016 (2015: approximately HK$37.2
million). The Group’s remuneration policies are reviewed on an
annual basis and commensurate with the industry pay level. The
remuneration package includes basic salary, provident fund, medical
benefits and discretionary bonus. The Group has also adopted a new
share option scheme as an added incentive for its employees.

OUTLOOK

Looking forward, the Group will continue to develop our current
businesses, such as (i) provision of the precious metals spot trading
and brokerage services in the PRC, (i) provision of securities and
futures contracts trading services and wealth management services
in Hong Kong, (iii) trading and principal investments in the PRC
and Hong Kong, (iv) research, exploration and development of the
student safety network project and the electronic student cards in
the PRC, and (v) provision of stock information and research services
through the internet network in the PRC.

Regarding the electronic student card business, the Group will
endeavor to resolve the technical issues mentioned in the business
review. It is expected that the change of navigating chips of
electronic cards and devices of the school safety network which
coordinate with the BeiDou Navigation Satellite System (3t} %72
E i £ £1) can improve and enhance the revenue of the electronic
student card business.

Despite Hong Kong stock market downturn, the Group is confident
and optimistic about the prospects of the stock market. We will
closely monitor the changes in the stock market in order to increase
profit or prevent the loss for the Group.

For the refundable earnest money of RMB20.0 million, our legal
adviser of the Group will follow up to recover such refundable
earnest money, penalty and legal costs on behalf of Shenzhen
First China, in relation to the proposed acquisition of 100% of the
registered capital of RE) £ F# a2 R AR A A (transliterated as
Mingin Quantum New Energy Co. Ltd.) which was terminated by the
Group.

First China Financial Network Holdings Limited | Annual Report 2016
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CHIEF EXECUTIVE'S STATEMENT

The Group will continue to develop the innovative businesses and
look for opportunities to expand the income sources in order to
enhance the revenue of the Group.

| would like to take this opportunity to thank our shareholders, Board
of Directors, our staff and business partners for their continuous
support and commitment.

By order of the Board
Wang Jiawei

Chairman

Hong Kong, 20 March 2017
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EEREREBAEERE

EXECUTIVE DIRECTORS

Mr. Wang Jiawei, aged 30, has been an executive Director, a
member of nomination committee of the Company since May 2013.
Mr. Wang was also appointed as the chairman and chief executive
officer of the Company and a member of remuneration committee
of the Company with effect from 22 September 2015. He is a
director of various subsidiaries of the Company. Mr. Wang obtained
a Bachelor of Science in Mathematics at Imperial College London in
the United Kingdom in 2009 and a Master of Science in Finance at
City University London in the United Kingdom in 2010. From October
2010 to July 2011, he was a market analyst of the investment
department in Shenzhen Shouguan Investment Co., Limited in the
PRC. Since August 2011, Mr. Wang has been a manager of First
China Securities Limited, a subsidiary of the Company. Mr. Wang is
also the director of Victor Creation Global Limited from August 2014
and Elpis Capital from September 2014, and non-executive director
of Elpis Capital Limited from September 2014.

Ms. Lai Yuk Mui, aged 47, has been an executive Director of the
Company since 1 August 2015 and she was appointed as a member
of remuneration committee of the Company with effect from 22
September 2015. She is a director of various subsidiaries of the
Company. Ms. Lai received her Bachelor of Arts degree in Financial
Services from Edinburgh Napier University in Scotland. Ms. Lai
joined the Company in 14 July 2008 as the executive secretary and
has been promoted to the Head of Personnel and Administration
Department of the Company since 13 February 2009.

First China Financial Network Holdings Limited | Annual Report 2016
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
EERSREEBAERERF

NON-EXECUTIVE DIRECTORS

Mr. Liu Runtong, aged 43, was appointed as a non-executive
Director of the Company on 2 Feb 2010. He is a chairman and
general manager of EIEFEF7HA ORYI)BR QA (transliterated
as First China Securities Consultancy (Shenzhen) Co., Ltd) and a
general manager of FIIERFELEEABR AT (transliterated
as Shenzhen Sky Picture Culture Communications Company
Limited), both are the wholly-own subsidiaries of the Group. Mr. Liu
obtained Bachelor Degree from Department of Chinese of Nankai
University in 1996. He also holds qualifications of economist,
registered securities investment consulting analyst and registered
insurance broker issued by various professional organizations in
China. For the past 18 years, Mr. Liu has held different positions in
various financial media institutions and financial services institutions
in Mainland China. During his tenure from 1998 to 2002 as a
responsible person for marketing the newspaper “Securities Times”,
he participated in establishing the “Panorama Network” (www.
p5w.net), a well-known securities website in China and acted as
its major responsible person. In 2000, he acted as consultant in
establishing and operating the program “Securities Times” produced
by “China Central Television”. From 2002 to 2007, he served as
“Program Supervisor” in “Shenzhen Stock Exchange Shenzhen
Securities Information Co., Ltd”, where he participated in setting up
and managing “Trading Day”, the 24-hour PRC program regarding
securities. Because of his outstanding performance, he was elected
as one of the “Ten Best Staff” of the “Shenzhen Stock Exchange”
in 2004. From 2013 to July 2015, Mr. Liu served Convoy China
Financial Services Holding Ltd as a Vice President. He was the
executive director of Shenzhen Qianhai CONVOY Asset Management
Co., Ltd. from 2013 to July 2015. Mr. Liu has found Shenzhen
Qianhai Yinyan Asset Management Co., Ltd. since 2014 and serves
as the executive director.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EEREREBAEERE

Mr. James Beeland Rogers Jr. (“Mr. Jim Rogers”), aged 74, was
appointed as a non-executive Director of the Company and a senior
consultant of FINFNEEEBEBEE MR SHFLERAA (transliterated
as Shenzhen Qianhai First China International Commodities
Exchange Centre Limited) on 22 September 2014, Mr. Jim Rogers
is an author, financial commentator, adventurer, and successful
international investor. He has been frequently featured in Time, The
Washington Post, The New York Times, Barron’s, Forbes, Fortune,
The Wall Street Journal, The Financial Times, The Business Times,
The Straits Times and many media outlets worldwide. He has also
appeared as a regular commentator and columnist in various media
and has been a professor at Columbia University. After attending
Yale and Oxford University, Mr. Jim Rogers cofounded the Quantum
Fund, a global-investment partnership. Mr. Jim Rogers also served
as a full professor of finance at the Columbia University Graduate
School of Business, and, in 1989 and 1990, as the moderator of
WCBS'’s ‘The Dreyfus Roundtable’ and FNN’s ‘The Profit Motive with
Jim Rogers’.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
EERSREEBANERERF

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Zhang Benzheng, aged 77, has been an independent non-
executive Director of the Company since 30 September 2008 and
he was appointed as a chairman of nomination committee and a
member of audit committee of the Company in 2008. He was also
appointed as a member and chairman of remuneration committee
of the Company in 2008 and 2011 respectively. Professor Zhang
graduated with a Bachelor Degree from the Faculty of Engineering
Physics of the Tsinghua University in 1965. He was a visiting
scholar in the Brookhaven National Laboratory of USA and the
Stuttgart University of Germany. He was the vice director of the
Tsinghua University R&D department and the general manager of
Tsinghua University Science and Technology Corporation. During
the period from 1999 to 2002, he held various senior positions in
two companies listed on the Shenzhen Stock Exchange, namely
Tsinghua Unisplendour Limited and Tsinghua Unisplendour Guhan
Group Corporation. He was the chairman and legal representative
of Tsinghua Unisplendour Guhan Group Corporation and president
of Tsinghua Unisplendour Limited before he left these companies in
2002. He then joined Tsinghua Unisplendour (Group) Corporation
in 2002 and was its president until 2004. Professor Zhang is
currently the general vice president and secretary of the Beijing Non-
Governmental Science & Technology Entrepreneurs Association.
With his remarkable business leadership as well as exploratory
initiatives, Professor Zhang had made tremendous contribution to
the companies he worked for. He has not only gained compliments
from the society at large, but has also won a series of honors.
In 1997, Professor Zhang received the national prize of “The
Third Term Science and Technology Light Award for Outstanding
Scientific and Technological Entrepreneur”. In 2000, he won the
“Hong Kong Bauhinia Cup Outstanding Entrepreneur Award” and
the “Entrepreneurial Talent” award issued by the Beijing Non-
Governmental Science and Technology Entrepreneurs Association.
In 2002, he was selected as the first lot of “Zhongguan Village
Outstanding Entrepreneurs”. Prof Zhang is currently an independent
director of Beijing Lanxum Technology Co., Ltd (a company listed on
Shenzhen Stock Exchange, Stock Code: 300010).
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EEREREBAEERE

Mr. Li Jianxing, aged 59, has been an independent non-executive
Director, a member of audit committee, nomination committee and
remuneration committee of the Company since 28 March 2011. He
was also appointed as chairman of audit committee of the Company
with effect from 22 September 2015. Mr. Li graduated from Shanghai
Maritime University with a Bachelor Degree in accounting. He also
received a Master Degree in Business Administration from Canisius
College of Buffalo. Mr. Li has over 30-year experience working in
the field of accounting and corporate finance and has substantial
experience in management in various listed companies, investment
business, investor relations and project management. He was the
senior manager of both the investment department and finance
department of China Everbright Holdings Co., Ltd from April 1998
to June 2000. He served as the Chief Finance Officer for Intermost
Corporation from June 2000 to 2003. From April 2003 to May 2004,
he was a General Manager of Investor Relations in China Resources
Power Holdings Co., Ltd. He has been a director of Concord
Investment Holdings Limited since 2004.

Professor Chen Shu Wen, aged 62, has been an independent
non-executive Director, a member of audit committee, nomination
committee and remuneration committee of the Company since
23 September 2011. Professor Chen graduated from B4t Bf 48K
& (Dongbei University of Finance and Economics) with a Bachelor
Degree in Economics and obtained a Master Degree and a PhD in
Economics from FHAAKE (Jilin University). He is a qualified PRC
lawyer currently practising at % X & 2 R0 E 7 T (Liaoning Tianhe
Law Firm). Mr. Chen has substantial management and leadership
experience serving in the PRC government. He commenced his
career as the deputy county chief of the Benxi Manchu Autonomous
County, Liaoning Province, PRC, in 1992 and became the director
(EF) of REMEERFNEZEE (Benxi City Commission for
Restructuring the Economic Systems) from 1995. He was the vice
director general (Bl =) of REMHINEHEE FEELZ B E (Benxi
Foreign Trade & Economic Cooperation Committee) from 1998 until
2001. From 2003 to 2014, Mr. Chen was the professor and the tutor
for doctorate students at AEIE T A £+ & I8 B 5K B2 E 07 (School
of Public Administration and Law of Dalian University of Technology).
He is currently a director of B KERBAE (£E)RHERA
7] (China Dalian International Cooperation (Group) Holdings Ltd)
(Shenzhen Stock Exchange Stock Code: 000881).
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The Directors are pleased to present their annual report together
with the audited consolidated financial statements of the Company
and the Group for the year ended 31 December 2016.

CORPORATE INFORMATION
The Company was incorporated on 24 May 2001 as an exempted
company with limited liability in the Cayman Islands under the
Company Law of Cayman lIslands.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities and other particulars of the Company’s subsidiaries are set
out in Note 18 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2016 are
set out in the Consolidated Statement of Profit or Loss and Other
Comprehensive Income on pages 70 to 71.

The Directors do not recommend the payment of a dividend nor
transfer of any amount to reserves for the year ended 31 December
2016 (2015: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group and the Company during the year are set out in Note 15 to
the consolidated financial statements.

SHARE CAPITAL
Details of the movements in share capital of the Company are set out
in Note 32 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman lIslands, the share
premium of the Company is available for distribution as dividends
to its shareholders subject to the provisions of its Memorandum
and Articles of Association and a statutory solvency test. In
accordance with Article 137 of the Articles of Association of the
Company, dividends may be declared and paid out of the profits of
the Company or from any reserves set aside from profits which the
Directors determine to be no longer needed. With the sanction of
an ordinary resolution, dividends may also be declared or paid out
of share premium account. Accordingly, the Company’s reserves
available for distribution was HK$nil as at 31 December 2016.
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DIRECTORS
The Directors of the Company during the year and up to the date of
this report were as follows:

Executive Directors

Wang Jiawei (Chairman and Chief Executive Officer)
Lai Yuk Mui

Chen Li (resigned on 1 July 2016)

Non-executive Directors
Liu Runtong
James Beeland Rogers Jr.

Independent Non-executive Directors
Zhang Benzheng

Li Jianxing

Chen Shu Wen

In accordance with Article 87(1) of the Company’s Articles of
Association, the Directors retiring by rotation at the forthcoming
annual general meeting are Mr. Liu Runtong and Professor Chen
Shu Wen. Both directors are being eligible for re-election and will
offer themselves for re-election at the forthcoming annual general
meeting. The remaining Directors shall continue to hold office.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or
any of its subsidiaries which is not determinable by the employing
company within one year without payment of compensation other
than statutory compensation.

First China Financial Network Holdings Limited | Annual Report 2016
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 31 December 2016, the interests or short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to have
taken under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules, to be notified to the Company and
the Stock Exchange, were as follows:

(@) Long positions in shares of the Company
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(a) MELATRGBZHER

Number of shares

R E
Approximate
Personal Family Corporate percentage of
Interests Interests Interests Total shareholding
LR OEET
Name of Directors EEHZ 1B N HE 23 RIEHE R AT R HBE Bt
Wang Jiawei FTEE 202,043,628 - - 202,043,628 3.11%
Lai Yuk Mui REHB 2,780,127 - - 2,780,127 0.04%
Liu Runtong 2181 2,646,000 - - 2,646,000 0.04%
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(b) Long positions in underlying shares of the Company (b) MREFLATHEEABRMBZEE
Share option scheme of the Company XL EREE
The share option scheme adopted by the Company on 17 KABRZEE—F+ZA+tBEMN
December 2001 (the “Old Share Option Scheme”) has expired ZERESTE ([EEREE]) E?EA
on 16 December 2011. The Company adopted a new share ZE-——FTZATRBREmR-EAR
option scheme on its annual general meeting held on 21 June ERZE—ZFRAZ+— E%TTZH&
2012 (the “New Share Option Scheme”) which complies with RBEFXEG FRAFTEEIZER EmRR
Chapter 23 of GEM Listing Rules. Fo3E 2 AT EE AR R B ([FIE AR RE AT
) e
The following table discloses the details of the share options TREEESENTHRAERBEEZ_Z
held by the Directors and chief executive to subscribe for —RNE+ZA=+—HLEFEMFEEN
shares of the Company during the year ended 31 December REARRFIRGD < BIREFS
2016:
Number of share options
ERENE
Outstanding Cancelled/  Outstanding
asat Reclassification Granted  Exercised lapsed asat Exercise
Name of 1 January during  during the  during the  during the 31 December price
Directors Date of grant 2016 the year year year year 2016  Option period (HK$)
Rog-7% Rog-RE
-A-8 RER ERE#E/ +-A=+-8 iR
EEHE RHAH R {THE ENNE  ERBE  ERTE %% HATHE BRESR (#&7)
Lai Yuk M 13/04/2010 - 3,186,158 - - - 3186158 13004/2010- 12/04/2020 0419
BEiE —“2-TEMAT=A “E-ZFRATZA--5-FENA+CH
Liu Runtong 1310412010 31,861,575 - - - - 1861575 1304/2010- 12/04/2020 0419
2R “T-TEMAT=A “Z-S5MA+=H-Z5-%6NA+H
Zhang Benzheng  13/04/2010 2,124,105 - - - - 2124105 1304/2010- 12/04/2020 0419
RAL —Z-TE@AT=A —E-BEMAT=A-Z2-EEMA+CR
JamesBeeland  9/11/2016 - - 20,000,000 - - 20000000 9/11/2016 - 8/11/2026 0.150
Rogers Jr.
James Begland  =F—~E+-ANA ZE-REt-AnR-ZE=RE+-ANA
Rogers Jr.
James Beeland  16/10/2015 20,000,000 - - - - 20000000 16/10/2015 - 16/10/2025 0238
Rogers Jr.
JamesBegland  —Z-RFT+ATAE “E-15tA+AB-Z5-RE1+A+AR
Rogers Jr.
James Beeland  22/09/2014 20,000,000 - - - - 20000000 22/09/2014 - 21/09/2024 0518
Rogers Jr.
JamesBegland  ZZF-MEAAZTZH ZE-REAAZTZA-ZECREAACZT-H
Rogers Jr.
Chen Li 13/11/2014 15,000,000 - - - 15,000,000 —13/11/2014 - 12/11/2024 0590
(Note 1)
B®h —Z-mE+-AT=H (W) “E-RE+-A+ZA-ZE2ZREET-A+ZH
Note: {bg=3

(1) With effect from 1 July 2016, Mr. Chen Li resigned as an executive

director of the Company. Accordingly his entitlement to share option

lapsed on the same date. Reference is made to the announcement of the
Company dated 30 June 2016.
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(c)

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors or chief executive to acquire benefits
by means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body
corporate and neither the Directors, nor the chief executive, nor
any of their respective spouses or children under the age of 18,
had any right to subscribe for the securities of the Company, or
had exercised any such right during the year.

Short positions in underlying shares of the Company

No short positions of directors and chief executives in the
underlying shares of the equity derivatives of the Company and
its associated corporations were recorded in the register or as
otherwise notified to the Company and the Stock Exchange
pursuant to Rule 5.46 to 5.67 of the GEM Listing Rules.

(c)
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY
So far as is known to any Directors of the Company, as at 31
December 2016, the following persons (not being a Director or a
chief executive of the Company) had interests or short positions in
the shares or underlying shares which were notified to the Company
and the Stock Exchange pursuant to the provisions of Divisions 2
and 3 of Part XV of the SFO as recorded in the register required to
be kept under section 336 of the SFO:

(@) Long positions in shares of the Company

FERERAEMBALIREFLT RS XA
ARG ZHEBERXE

BARABMEMEEMM R_T—RF+=
A=1t—B REEZMPEHRDIFE336(FTF
B ErffArasx - TIAL (LIFARAE
SRITHRAE) R SEBRO T #EAE
BIRE 5 LB GRHIEXVEEE2 K30 B & X
HMEARRA LR ZESTORR

(a) RELFRHBZER

Approximate
Number of percentage of

Name of shareholders Capacity shares shareholding
3 E 54 BRHHE #MOKRESHL
Wang Wenming and Chen Dongjin (Note 1) Beneficial owners 595,328,957 9.16%
T XA RBRAHE (M) EmEA A

Zhu Wei Beneficial owners 350,004,000 5.39%
K EmlA A

Note: B 5T

(1) Ms. Chen Dongjin held 145,116,650 shares of the Company. Ms. Chen
Dongjin is the spouse of Mr. Wang Wenming who held 450,212,307
shares of the Company. As such, they were deemed to be collectively
interested in 595,328,957 shares of the Company.

(b) Long positions in underlying shares of the Company

1) PR 21 &+ 35 5145,116,6500% & 2 &) J&
HeoRLELLT AT NHAEEZREE ME
SRR % A 35 450,212,307 B8 AR BB A7 ©
H It - 5 318 B R+ 595,328,957 1%
AN EREAD ©

(b) MELASHEERGZEFR

Approximate
Number of percentage of

Name of shareholders Capacity shares shareholding
B 3R 3 & 51 RHBBE #BMOBRI DL
Wang Wenming and Chen Dongjin (Note 2) Beneficial owners 11,682,577 0.18%
EXARREZE (Mf52) EnEEA A

Note: B 5

2 Pursuant to the Old Share Option Scheme, Mr. Wang Wenming was
granted share options on 13 April 2010, the number of shares underlying
which was adjusted on 15 June 2010, to subscribe for 11,682,577 shares
of the Company. Ms. Chen Dongjin is the spouse of Mr. Wang Wenming
so they were deemed to be collectively interested in the share options to
subscribe for 11,682,577 shares of the Company.
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Save as disclosed above, as at 31 December 2016, the Company
had not been notified of any other person (other than the Directors
whose interests are set out in the section “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures” above) who had an interest or short position
in the shares or underlying shares of the Company and was required
to be recorded in the register required to be kept under Section 336
of the SFO and/or was directly or indirectly interested in 5% or more
of the issued share capital carrying rights to vote in all circumstances
at general meetings of any other members of the Group.

DETAILS OF THE OPTIONS GRANTED BY THE
COMPANY

Share Option Schemes of the Company

The Company has adopted a share option scheme under which the
Directors or employees of the Company or its subsidiaries or certain
other persons may be granted share options to subscribe for shares
of the Company subject to the terms and conditions stipulated in the
Scheme.

The share option scheme adopted by the Company on 17 December
2001 has expired on 16 December 2011. The Company adopted a
new share option scheme approved by shareholders on its annual
general meeting held on 21 June 2012 which complies with Chapter
23 of GEM Listing Rules.

(1) Summary of the Scheme
(i) Purpose of the scheme
The purpose of the scheme is to provide the people and
the parties working for the interest of the Group with an
opportunity to obtain equity interest in the Company, thus
linking their interest with the interest of the Group and
thereby providing them with an incentive to work better
for the interest of the Group.
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(i)

(1)

(v)

Participants of the scheme

Pursuant to the scheme, the Company may grant share
options to (i) employees of the Company (whether fulltime
or part-time) or any of its subsidiaries or associated
companies; (i) Directors (whether executive Directors,
non-executive Directors or independent non-executive
Directors) of the Company or any of its subsidiaries or
associated companies; (iii) suppliers of goods and/or
services to the Company or any of its subsidiaries or
associated companies; and (iv) professionals engaged
by the Company or any of its subsidiaries or associated
companies.

Total number of shares available for issue under the
schemes

As at 31 December 2016, the total number of shares
available for issue under the New Share Option Scheme
was 629,895,812 shares, representing 9.69% of the total
issued share capital.

The maximum aggregate number of shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the New Share Option
Scheme and any other share option schemes of the
Group must not in aggregate exceed 30% of the shares
of the Company in issue from time to time. No options
may be granted under any schemes of the Company
(or its subsidiary) if this will result in such limit being
exceeded.

Maximum entitlement of each participant

The maximum number of shares of the Company issued
and to be issued upon exercise of the options granted
and to be granted pursuant to the scheme and any other
share option schemes of the Company (including the
Pre-IPO Share Option Plan) to each participant in any
12-month period up to the date of grant of the options
shall not exceed 1% of the total number of shares of the
Company in issue, save for those share options already
granted under the Pre-IPO Share Option Plan.
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(v)

(V)

(vii)

(Viii)

Option period

An option may be exercised in accordance with the terms
of the scheme at any time during a period of not more
than ten years to be notified by the Board of Directors
of the Company (the “Board”) to each participant which
period of time shall commence on the date on which an
offer of the grant of an option is accepted or deemed
to have been accepted in accordance with the scheme
and expire on the last day of such period as determined
by the Board. There is no minimum period for which an
option must be held before it can be exercised.

Payment on acceptance by option offer

HK$1.00 is payable by the participant to the Company
on acceptance of the option offer as consideration for the
grant and received by the Company within 14 days from
the offer date or within such offer period of time as may
be determined by the Board pursuant to the GEM Listing
Rules.

Basis of determining the exercise price

The exercise price per share of the Company under the
scheme is determined by the Board and notified to each
participant and shall be no less than the highest of (i) the
closing price of the shares of the Company as stated in
the daily quotations sheet issued by the Stock Exchange
on the date of offer, which must be a day on which the
Stock Exchange is open for the business of dealing in
securities (“Trading Day”), (i) 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 Trading Days immediately preceding the date of offer,
and (iii) the nominal value of a share of the Company.

Remaining life of the scheme

The Old Share Option Scheme has expired on 16
December 2011. The New Share Option Scheme will
remain valid for a period of 10 years commencing on 21
June 2012 (save that the Company, by ordinary resolution
in general meeting or Board may at any time terminate
the operation of the New Share Option Scheme) and
in such event, no further options will be offered but the
provisions of the Old Share Option Scheme and the New
Share Option Scheme shall in all other respects remain in
full force and effect.

(V)

(i)

(vii)

(Viii)
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(2) Details of share options granted by the Company (2) ZALGHRUEBREZFHIE
On 5 September 2007, 13 April 2010, 22 September 2014, RZEEZLFALARB - ZZE—ZF
13 November 2014, 16 October 2015 and 9 November 2016, MA+=H-ZZ2—WmWFILA=+=
options to subscribe for 32,400,000 shares, 84,000,000 B ZZE—mWF&F+—A+=H-=%
shares, 30,000,000 shares, 15,000,000 shares, 20,000,000 —hAF+A+REERZE—RF+—
shares and 20,000,000 shares of the Company respectively ARhLBSRMEERARRETESR
were granted to the Directors and certain employees of the ¥ H 7] 2 B532,400,0000% * 84,000,000
Company. As at 31 December 2016, details of the outstanding f% ~ 30,000,000/ - 15,000,0000% -
options were as follows: 20,000,0000% %% 20,000,000 Zx A &]
hzERE- R_ZE—F+ A
=t—HB HMARTEBREZFBL
T
Number of share options
BhR#EYE
Outstanding Cancelled/  Outstanding
as at Granted Exercised lapsed as at Exercise
1 January during the during the during the ~ 31 December price
Date of grant 2016 year year year 2016 Option period (HK$)
R-F-AE RoF-RE
-A-H EmiE,/ T-A=+-8 i@
RHAH AT EREH ERTE %% HATE BRERR (%7)
05/09/2007 4779236 - - (531026) 4248210 05/09/2007 - 04/09/2017 0215
“E5tENRTA (Note 1) (Note 3) Note!) —ZEZ+EnARA--—F-tENANA
(HizE1) (Mf£3) (M)
13/04/2010 86,026,253 - - (3,186,158) 82,840,095  13/04/2010 - 12/04/2020 0.419
ZZ-TEMmA+=A (Note 1) (Note 3) Notel) =—E-FERMA+=B--Z-FFMA{+-A
(HzE1) (Mf£3) (M)
22/09/2014 20,000,000 - - - 20,000,000  22/09/2014 - 21/09/2024 0.518
ZE-EEARZTZA ZE-PEAAZTZA-ZEZEFARZT A
18/11/2014 15,000,000 - - (15,000,000) - 13/11/2014 - 12/11/2024 0.590
—Z-MmE+-E+ZA (Note 2) “B-ME+-B+ZA-"B-mET-A+H
(W)
16/10/2015 20,000,000 - - - 20,000,000  16/10/2015 - 15/10/2025 0.238
—Z-1%+A+AA “E-RETBEtAR-CE-RETATRA
09/11/2016 - 20,000,000 - - 20,000,000  09/11/2016 - 08/11/2026 0.150
“E-AEt-FAR CE-NET-BAR-ZEAET-ANA
Notes: M3 -
1) Pursuant to the Old Share Option Scheme, 32,400,000 and 84,000,000 (1) BEEBERETE KNARESRIR-ZEE

shares of share options were granted by the Company on 5 September
2007 and 13 April 2010 respectively and were adjusted on 15 June 2010.

2) With effect from 1 July 2016, Mr. Chen Li resigned as an executive
Director of the Company. Accordingly his entitlement to share option
lapsed on the same date. Reference is made to the announcement of the

Company dated 30 June 2016.

3) With effect from 30 May 2016, one of the employees resigned from his

position and his entitlement to share option lapsed on the same date.
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DIRECTOR’S RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme as described above and in
Note 34 to the consolidated financial statements, at no time during
the year was the Company or any of its subsidiaries a party to
any arrangements to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate and
neither the Directors, nor the chief executive, nor any of their
respective spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised any
such right during the year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Group were
entered into or existed during the year ended 31 December 2016.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE
There was no transactions, arrangements or contract of significance,
save as disclosed in the consolidated financial statements, in
relation to the Group’s business to which the Company or any of its
subsidiaries 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.

LITIGATION

(@) Litigation against Shenzhen First China Concerning the
Pledge Agreement of Equipment and the Repayment of
Refundable Earnest Money
According to the announcements of the Company dated 30
January 2015, 3 February 2015, 29 May 2015, 17 September
2015, 14 October 2015, 4 January 2016, 25 May 2016 and
2015 annual report, a writ of summons was issued by the
People’s Court of Mingin County in the PRC concerning
an action initiated by B EFEE T AEFREGR QA
(transliterated as Xinjiang Tebian Electric Apparatus Zikong
Equipment Co., Limited) (“Xinjiang Tebian”) against R&)& 7 #1
§E)R AR A A (transliterated as Mingin Quantum New Energy
Co. Ltd.) (“Mingin Quantum”) and Shenzhen First China. The
writ was received by Shenzhen First China on 13 October
2015.
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LITIGATION (continued)

(a)

(b)

Litigation against Shenzhen First China Concerning the
Pledge Agreement of Equipment and the Repayment of
Refundable Earnest Money (continued)

Xinjiang Tebian alleged that (i) the guarantee agreement
entered into between Mingin Quantum and Shenzhen First
China dated 29 January 2015 is invalid, and (i) the Xinjiang
Tebian remains as the holder of the equipment, which Mingin
Quantum has pledged to Shenzhen First China as security for
the refund of the refundable earnest money pursuant to the
guarantee agreement entered into between Mingin Quantum
and Shenzhen First China dated 29 January 2015.

The court decision of the said action was delivered by People’s
Court of Mingin County in the PRC on 23 December 2015 (the
“Decision”), ruling in favour of Xinjiang Tebian and ordered that
the pledge agreement of equipment between Mingin Quantum
and Shenzhen First China dated 29 January 2015 is void nor
have legal effect. An appeal has been filed by Shenzhen First
China to Intermediate People’s Court of Wuwei District, Gansu
Province against the Decision was dismissed by the judgement
dated 12 May 2016.

The Company was informed by the Administration Bureau
for Industry and Commerce of Mingin County that they
decided to vacate the registration of the pledged equipment
under the guarantee agreement entered into between Mingin
Quantum and Shenzhen First China dated 29 January 2015.
The Company is in the course of seeking legal advice for the
legal consequence of the appeal decision and the vacation of
registration.

Arbitration Application Filed by Shenzhen First China

Concerning the Repayment of Refundable Earnest Money
According to the announcements of the Company dated 30
January 2015, 3 February 2015, 29 May 2015, 17 September
2015, 1 December 2015, 16 February 2016, 10 June 2016
and 2015 annual report, Shenzhen First China filed an
arbitration application to SCIA against Mr. Yang Shunhong
concerning the repayment of the refundable earnest money of
RMB20,000,000 together with the interest of RMB997,260 and
a penalty of RMB18,800,000 payable to Shenzhen First China.
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LITIGATION (continued)

(b) Arbitration Application Filed by Shenzhen First China

Concerning the Repayment of Refundable Earnest Money
(continued)
The final judgement of the arbitration application has been
handed down by SCIA on 3 June 2016 that (a) Yang Shunhong
shall repay the refundable earnest money of RMB20,000,000
to Shenzhen First China with penalty at the rate of 24%
per annum accrued since 31 August 2015 until the date of
repayment of the refundable earnest money as damages to
Shenzhen First China within 15 days upon the date of final
judgment, (b) Yang Shunhong shall bear the responsibility
over the legal costs of RMB500,000 incurred by Shenzhen
First China in the Arbitration and the costs of Arbitration of
RMB343,482 within 15 days upon the date of final judgment,
(c) the final judgment is final and be legally binding.

As at 31 December 2016, Shenzhen First China neither
received the repayment of the refundable earnest money of
RMB20,000,000, penalty nor legal costs from Yang Shunhong.
Our legal adviser has applied to the Intermediate People’s
Court in Suining City, Sichuan Province, China on behalf of
Shenzhen First China to include Yang Shunhong in the list of
restricted high consumption, the list of dishonest persons and
the list of restricted departures. The management will negotiate
with the vendors on the settlement of the said refundable
earnest money paid and our legal adviser will continue to follow
up on the settlement of the refundable earnest money with the
court in the PRC.

MAJOR CUSTOMERS AND SUPPLIERS

For the year under review, the Group’s turnover attributable to its
five largest customers combined accounted for less than 70% of the
Group’s total turnover. The Group had no major supplier due to the
nature of principal activities of the Group.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed securities.

COMPLIANCE WITH RULES 5.48 TO 5.67 OF THE GEM
LISTING RULES

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. The Company’s Directors have complied with such
code of conduct and the required standard of dealings.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best of the Directors’ knowledge, as at the date of this
annual report, there was a sufficient prescribed public float of the
issued shares of the Company under the GEM Listing Rules.

PERMITTED INDEMNITY PROVISION

At no time during the year and up to date of this report, there was
or is, any permitted indemnity provision being in force for the benefit
of the Directors of the Company (whether made by the Company or
otherwise) or any of its subsidiaries (if made by the Company).

AUDITORS

The consolidated financial statements of the Group for the year
ended 31 December 2016 have been audited by Cheng & Cheng
Limited. Cheng & Cheng Limited was appointed on 17 December
2014 as the independent auditor of the Company to fill the casual
vacancy following the resignation of HLB Hodgson Impey Cheng
Limited on 11 November 2014. Save for the above, there were
no other changes in the Company’s auditor in the past three
years. Cheng & Cheng Limited will retire at the conclusion of the
forthcoming annual general meeting and, being eligible, offer itself
for re-appointment at the forthcoming annual general meeting. A
resolution for reappointment of Cheng & Cheng Limited as auditor
of the Company will be proposed at the forthcoming annual general
meeting.

On behalf of the Board

Wang Jiawei
Chairman
Hong Kong, 20 March 2017
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CORPORATE GOVERNANCE PRACTICES

The Board assumes overall responsibility for the leadership and
control of the Group, including providing and setting the Group’s
directions and strategies in the interests of the Group. It believes in
good corporate governance and corporate governance practices
that promote investor confidence, development of the Group, and
transparency while having the long term interest of the Group and
enhancement of shareholders’ value as the ultimate objectives. It has
adopted the code provisions set out in the Corporate Governance
Code contained in Appendix 15 of the GEM Listing Rules (the
“Corporate Governance Code”). The Company has complied with
the applicable code provisions of the Corporate Governance Code,
except for the following deviation:

CODE PROVISION A.2.1

Code Provision A.2.1 stipulates that the roles of chairman and
chief executive should be separate and should not be performed
by the same individual. The division of responsibilities between the
chairman and chief executive should be clearly established and set
out in writing.

Mr. Wang Jiawei is the chairman and chief executive officer of the
Company. In view of Mr. Wang has extensive experience in project
management and securities investments and is responsible for the
overall corporate strategies, planning and business development
of the Company. Under the supervision by the Board which is
comprised of three independent non-executive Directors and two
non-executive Directors, which represent more than half of the
Board, the interests of the shareholders of the Company will be
adequately and fairly represented.

DIRECTORS’ SECURITIES TRANSACTIONS

In respect of the standard of dealings required of directors, the
Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard set out in rules 5.48 to 5.67 of the GEM Listing Rules.
The directors have complied with the Company’s code of conduct
regarding directors’ securities transactions.
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EEXERME

THE BOARD OF DIRECTORS

Comprising of two executive and five non-executive directors
(including three independent non-executive directors), the present
board has an appropriate composition of directors. The Company
has received from each of the independent non-executive directors
an annual confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules and is in the opinion that all independent
non-executive directors are independent. The present board is
composed of more than one-third of independent non-executive
directors.

The present board of directors consists of:

Wang Jiawei (Chairman and Chief Executive Officer)
Lai Yuk Mui (Executive Director)

Chen Li (resigned on 1 July 2016) (Executive Director)
Liu Runtong (Non-executive Director)

James Beeland Rogers Jr. (Non-executive Director)
Zhang Benzheng (Independent Non-executive Director)
Li Jianxing (Independent Non-executive Director)

Chen Shu Wen (Independent Non-executive Director)

The biographical details of the Directors are set out on pages 12 to
16 of this annual report.

Save as disclosed in the section headed “Directors and Senior
Management Profile” to this annual report, the Directors have
no other financial, business, family or other material/relevant
relationships with one another.

The Board is mandated to determine and review strategic objectives,
appoint and supervise senior management, approve quarterly,
interim and annual reports, and review the principal risks of the
Group’s business to ensure that these risks are within manageable
limits. It is also mandated to approve any substantial investment,
acquisition or disposal by the Company. Major corporate matters
that are delegated to the management include the execution of
business strategies and initiatives approved by the Board and the
preparation of quarterly, interim and annual reports for the Board’s
approval.
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Responsibilities, accountabilities and contributions of the
board and management

The Board should assume responsibility for leadership and control
of the Company and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs. All
Directors should take decisions objectively in the interests of the
Company.

The Board reserves for its decision on all major matters relating
to policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of
directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board,
directing and coordinating the daily operation and management of
the Company are delegated to the management.

There were four board meetings during the year. The attendance of
Directors at the board meetings was as follows:
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Attendance number
of meetings attended/
Number of meetings
during term of service

HEEHRE
Members e ERBITERRE
Wang Jiawei FTEE 4/4
Lai Yuk Mui R 116 4/4
Chen Li (resigned on 1 July 2016) RO (RZZT—A"FEA—HEMT) 2/2
Liu Runtong 21 R 4/4
James Beeland Rogers Jr. James Beeland Rogers Jr. 3/4
Zhang Benzheng SRAIE 4/4
Li Jianxing FET 4/4
Chen Shu Wen BR 181 32 4/4
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There was one general meeting during the year. The attendance of FAHXET—ARERAS - EFERREKRE
Directors at the general meeting was as follows: ZHEERNT

Attendance number
of meeting attended/
Number of meeting
during term of service
HESHRRY
Members =] EREITEHERRE
Wang Jiawei FRE 1/1
Lai Yuk Mui RE G 11
Chen Li (resigned on 1 July 2016) RO (RZE—XRNFLA—HET) 0/1
Liu Runtong 2 E R 0/1
James Beeland Rogers Jr. James Beeland Rogers Jr. 0/1
Zhang Benzheng SRANIE 0/1
Li Jianxing R 1/1
Chen Shu Wen PR 51 X 0/1

DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

Pursuant to the Corporate Governance Code, all directors should
participate in continuous professional development to develop
and refresh their knowledge and skills. This is to ensure that their
contribution to the board remains informed and relevant.

During the year, Ms. Lai Yuk Mui and Mr. Li Jianxing have attended
training courses conducted by professional parties. The attended
directors have provided the Company with their respective training
records pursuant to the Corporate Governance Code. All directors
were provided with reading materials on relevant rules and regulatory
updates.

REMUNERATION OF DIRECTORS

The Company has established a Remuneration Committee with
specific written terms of reference. The present Remuneration
Committee consists of a majority of independent non-executive
directors.

First China Financial Network Holdings Limited | Annual Report 2016

EERIIREXER

BRECEERTA 2REZR2AFEZK
FuRR ERUTHMEMB LR AEERE
BEEABZEEARINAMBEZERATRH
E=SFHAER-

FR BEBLLIERZTETAEDRNTEE
EAMAEIRE- %/ﬁm§$aﬁﬁ
TEEATAMARARHEES G 2B
ERE e o %%E%%ﬁﬁﬁﬁﬁ%&?A
N ENMEER -

EEME
ARARCKRIFMEZR S WIASE] BB
BEE - RTFWNZEGZATIKRERB

MVIEHITES-



CoRPORATE GOVERNANCE REPORT

As at year end date, the present Remuneration Committee consisted
of five directors, Professor Zhang Benzheng, Mr. Wang Jiawei, Ms.
Lai Yuk Mui, Mr. Li Jianxing and Professor Chen Shu Wen. Three
out of the five directors are independent non-executive directors.
Professor Zhang Benzheng, being an independent non-executive
director, is the chairman of the committee. The Remuneration
Committee’s role and function includes making recommendations to
the Board on the Company’s policy and structure for remuneration
of directors and senior management and on the establishment of
formal and transparent procedures for developing policy on such
remuneration. It also has the delegated responsibility to determine
the specific remuneration packages of all executive directors and
senior management.

The Company’s remuneration policies are determined on the basis of
the contributions of staff and directors. Long-term incentive schemes
for staff and directors include share options and cash bonuses.

The amounts paid to each Director for the year ended 31 December
2016 are set out in Note 11 to the consolidated financial statements.

Pursuant to code provision B.1.5 of the Corporate Governance
Code, the annual remuneration of the members of the senior
management (other than the Directors) for the year ended 31
December 2016 by band is set out as follows:
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Nil to 1,000,000 2 %1,000,000 8
The Remuneration Committee held one meeting during the year and HMMZE@ N ERERIT— k&% HKE

the attendance of its members was as follows: ZHERBENT

Attendance number

of meetings attended/

Number of meetings

during term of service

HEERAE

Members e ERRITERREY

Zhang Benzheng SRANIE 1/1

Wang Jiawei FRE 1/1

Lai Yuk Mui REiy 1/1

Li Jianxing ZEAT 1/1

Chen Shu Wen PeR 15 2 0/1
During the year, the Remuneration Committee’s work includes FR HFMEZEEZ ITERERFTARRZ

conducting a review over the Company’s policy and structure for
remuneration.

FNBUOR R 2048
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EEXEERME

NOMINATION OF DIRECTORS

The Company has established a Nomination Committee with
specific written terms of reference. As at year end date, Nomination
Committee consisted of four directors, Professor Zhang Benzheng,
Mr. Wang Jiawei, Mr. Li Jianxing and Professor Chen Shu Wen.
Three out of the four directors are independent non-executive
directors. Professor Zhang Benzheng, being an independent
non-executive director, is the chairman of the committee. Thus the
present Committee consists a majority of independent non-executive
directors. The Nomination Committee’s role and function includes,
but is not limited to, reviewing the structure, size, composition
and diversity (including but not limited to skills, knowledge and
experience, gender, age, cultural and educational background, or
professional experience) of the board of directors on a regular basis
and making recommendations regarding any proposed changes;
identifying and recommending individuals suitably qualified to
become board members; and assessing the independence of
independent non-executive directors.

The Nomination Committee held one meeting during the year and
the attendance of its members was as follows:
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Attendance number
of meetings attended/
Number of meetings
during term of service

HEEHRRE
Members 24} ERRITERRE
Zhang Benzheng SRANIE 1/1
Wang Jiawei FRE 1/1
Li Jianxing EIT 11
Chen Shu Wen R 181 32 0/1

On the nomination process, the Nomination Committee reviews
suggested the candidates for directorship having regard to the
candidates’ reputation and the specific skills or expertise that
these candidates can contribute to the Company in the light of the
structure, size, composition and diversity (including but not limited
to skills, knowledge and experience, gender, age, cultural and
educational background, or professional experience) of the board
of directors. Only candidates who have integrity and can provide
specific contributions to the Company thereby enhancing the value
of the Company are considered for nomination to the board of
directors by the Nomination Committee.
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During the year, the Nomination Committee’s work includes
reviewing the structure, size, independence, composition and
diversity (including but not limited to skills, knowledge and
experience, gender, age, cultural and educational background,
or professional experience) of the Board of Directors and made
recommendations thereon.

AUDIT COMMITTEE

The Company has established an Audit Committee with specific
written terms of reference. As at 31 December 2016, the Audit
Committee consisted of three independent non-executive directors,
Mr. Li Jianxing, Professor Zhang Benzheng and Mr. Chen Shu Wen.
Mr. Li Jianxing, being an independent non-executive director, is the
chairman of the Committee. The Audit Committee’s role and function
includes making recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and to approve
the remuneration and terms of engagement of the external auditor;
review and monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards; develop and implement policy on the
engagement of an external auditor to supply non-audit services;
monitor the integrity of financial statements, annual reports and
accounts, half-yearly and quarterly reports of the Company, and
review significant financial reporting judgments contained in them;
review the Company’s financial controls, internal control and
risk management systems; and review the Group’s financial and
accounting policies, procedures and practices.

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2016
pursuant to the relevant provisions contained in the Corporate
Governance Code And Corporate Governance Report as set out in
Appendix 15 of the GEM Listing Rules and was of the opinion that
such statements had complied with applicable accounting standards
and that adequate disclosures had been made in respect thereof.
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The Audit Committee held five meetings during the year and the
attendance of its members was as follows:

[0

ERZBEREFRAABITAR
ZHEBRNT

i3

\

Attendance number
of meetings attended/
Number of meetings
during term of service

HESHRE
Members 5= ERRITEBERE
Li Jianxing AT 5/5
Zhang Benzheng sRASIE 5/5
Chen Shu Wen PR 481 X 5/5

The directors’ responsibilities for preparing the accounts and the
reporting responsibilities of the auditors are set out on pages 56 to
69.

The accounts for the year ended 31 December 2016 were audited
by Cheng & Cheng Limited whose term of office will expire at
the conclusion of the forthcoming annual general meeting of the
Company. The Audit Committee has recommended to the Board
that Cheng & Cheng Limited be reappointed as the auditors of
the Company at the forthcoming annual general meeting of the
Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the
Code Provision D.3.1. The Board reviewed the Company’s corporate
governance policies and practices, training and continuous
professional development of directors and senior management, the
Company’s policies and practices on compliance with legal and
regulatory requirements, the compliance of the GEM Listing Rules,
and the Company’s compliance with the Corporate Governance
Code and disclosure in this Corporate Governance Report.

AUDITORS’ REMUNERATION

For the year ended 31 December 2016, the remuneration paid to
the auditors, Cheng & Cheng Limited in respect of audit services
and non-audit services amounted to approximately HK$450,000 and
HK$70,000 respectively.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the risk management and internal
control systems of the Group and for reviewing its effectiveness. The
Board requires management to establish and maintain sound and
effective system of internal controls to safeguard the shareholders’
investment and the Group’s assets. The Board should conduct a
review of risk management and internal control system of the Group
at least annually, covering the material financial, operational and
compliance controls.

Risk Management

The Group has adopted a three-tier risk management approach
to identify, assess and manage different types of risks. At the
first line of defense, business units are responsible for identifying,
assessing and monitoring risk associated with each business or
deal. The management, as the second line of defense, defines rule
sets and models, provides technical support, develops new system
and oversees portfolio management. It ensures risks are within
acceptable range and that the first line of defense is effective. As the
final line of defense, the internal control consultants assist the Audit
Committee to review the first and second lines of defenses.

With the assistance of the internal control consultants, a risk
register with risk rating and risk owners were compiled by taking
into account for continuous risk assessment purpose. Risk owners
are required to take mitigating actions to address the identified risks
and such actions are integrated in the day-to-day activities and
their effectiveness is closely monitored. During the year, the risk
register has been tabled for discussion and assessed the ratings
by key personnel and management, by considering the likelihood
and impact of each identified risk. A written risk assessment report
with the identified key risks, evaluation of related risk and relevant
mitigating actions have been reported to the Audit Committee and
reviewed by the Board. The written report facilitates the Board in
considering the changes in the nature and extent of significant risks,
the Group’s ability in responding to changes in its business and the
external environment, as well as management’s ongoing monitoring
of risks and of the internal control systems.
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EXERHE

Risk Management and Internal Controls

The Group emphasises the importance of a sound internal control
system which is also indispensable for mitigating the Group’s key
risk exposures. The Group’s system of internal control is designed
to provide reasonable, but not absolute, assurance against material
misstatement or loss and to manage and eliminate risks of failure
in operational systems and fulfillment of the business objectives.
The internal control system is reviewed on an ongoing basis by
the Board in order to make it practical and effective in providing
reasonable assurance in relation to protection of material assets and
shareholders’ interests. The Group is committed to the identification;
monitoring and management of risks associated with its business
activities. The Group is committed to the identification, evaluating
and management of risks associated with its business activities
through ongoing assessment of a risk register, by considering
the likelihood and impact of each identified risk. The Group has
implemented an effective control system which includes a defined
management structure with limits of authority, a sound management
system and periodic review of the Group’s performance by the
Audit Committee and the Board. The Board has conducted review
of the effectiveness of the risk management and internal control
systems, by considering written reports prepared by internal control
consultants to the Audit Committee.

Review the Effectiveness of the Risk Management and Internal
Control Systems

Through the Audit Committee, the Board has conducted annual
review of the effectiveness of the Group’s risk management and
internal control systems for the year ended 31 December 2016,
covering the material financial, operational and compliance controls,
which are considered effective and adequate.

Audit Committee has annually reviewed the adequacy of resources,

qualifications and experience, training and budget of the accounting,
internal audit and financial reporting functions.
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INSIDE INFORMATION

The Company assesses the likely impact of any unexpected and
significant event that may impact the price of the shares of the
Company or their trading volume and decides whether the relevant
information is considered inside information and needs to be
disclosed as soon as reasonably practicable pursuant to Rules
17.10 and 17.11 of the GEM Listing Rules and the Inside Information
Provisions under Part XIVA of the SFO. Executive Directors have
responsibility for approving certain announcements and/or circulars
to be issued by the Company under powers delegated by the Board
from time to time.

The Company has put in place on handling and dissemination of
inside information in a timely manner in such a way so as not to
place any person in a privileged dealing position and to allow time
for the market to price the listed securities of the Company with the
latest available information. The Company has appropriate internal
control and reporting systems to identify and assess potential inside
information. Dissemination of inside information of the Company
shall be conducted by publishing the relevant information on the
websites of the Stock Exchange and the Company, according to the
requirements of the GEM Listing Rules.

COMPANY SECRETARY

The Company Secretary of the Company is Ms. Man See Yee. The
Company Secretary assists the Board by ensuring good information
flow within the Board and that Board policy and procedures
are followed. She has taken no less than 15 hours of relevant
professional trainings to update her skills and knowledge in 2016.
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EXERHE

SHAREHOLDERS’ RIGHTS

Convening an extraordinary general meeting

Pursuant to Article 58 of the Articles and Associations of the
Company, any one or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company, to require
an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board fails
to proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may put forward proposals at general meeting of the
Company by sending the same to the Company at the principal
office of the Company in Hong Kong ten days before general
meeting.

Procedures for sending enquiries to the Board

For putting forward any enquiries to the Board, shareholders
may send written enquiries to the Board of Directors/Company
Secretary at the Company’s head office. For the avoidance of doubt,
shareholder(s) must deposit and send the original duly signed written
requisition, notice or statement, or enquiry (as the case may be)
to the Company’s head office and provide their full name, contact
details and identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.
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THE SCOPE, MATERIALITY AND REPORTING PERIOD
OF THIS REPORT

This is First China Financial Network Holdings Limited’s (referred
to in this report as “First China” or the “Company”, collectively with
its subsidiaries, the “Group”) first annual Environmental, Social and
Governance report (the “ESG Report”) in accordance with the ESG
reporting guidelines issued by The Stock Exchange of Hong Kong
Limited (“HKEX”) (“ESG Reporting Guidelines”).

Unless otherwise stated, the ESG Report covers the overall
performance in two subject areas, namely, Environment and Social
for the Group’s business operations in Hong Kong and the PRC for
the year ended 31 December 2016 (the “Reporting Period”).

During the Reporting Period, we were principally engaged in: (i)
provision of the precious metals spot trading and brokerage services
in the PRC, (i) provision of securities and futures contracts trading
services in Hong Kong, (iii) trading and principal investments in the
PRC and Hong Kong, (iv) research, exploration and development of
the student safety network project and the electronic student card in
the PRC, and (v) provision of stock information and research services
through the internet network in the PRC.

The Group has its principal places of business in Hong Kong and
the PRC, where Hong Kong office is responsible for, except certain
aforementioned operations, the compliance with relevant rules
and regulations of the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (“GEM”) and Securities and Futures
Commission (“SFC”).

Upon materiality assessment, the ESG Report shall include
operations of Hong Kong office and the Group’s subsidiaries in the
PRC. All information and data disclosed herein are from internal
documents and statistics.
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By HERERBE

STAKEHOLDER OPINION

We welcome opinions on the Group’'s approaches on the
environmental, social, and governance aspects upon reading the
ESG Report. Please share with us via:

Address: 16/F, CMA Building, 64-66 Connaught Road Central,
Hong Kong

Phone: (852) 2297 9900

Fax: (852) 2865 3888

Email: info@firstchina.hk

MISSION AND VISION

First China is an integrated financial service and student
safety network provider in Hong Kong and the PRC, offering a
comprehensive platform of financing, brokerage, financial information
and wealth planning services; whilst devoting to the research, and
development of the student safety network project.

With the lack of investment information products and far-from-
sophisticated market in the PRC, medium and small investors
have voracious demand for such products. We are dedicated to
minimising information asymmetry and promoting investor education
through provision of useful information service; improving market
environment with introduction of market competition in terms of
products and services, with a view to safeguarding medium and
small investors’ interests and becoming a quality integrated financial
service provider.

We value communication with investors and shareholders, clients,
employees, business partners and suppliers, community and other
stakeholders while balancing their respective interests and fostering
a sustainable development.

First China Financial Network Holdings Limited | Annual Report 2016
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We are committed to:

Investors and
shareholders

Employees

Clients

Business partners

and suppliers

Community

ENVIRONMENTAL, SociaL AND GOVERNANCE REPORT

Complying with relevant regulations (e.g.
GEM Listing Rules and Securities and
Futures Ordinance etc.)

Disclosing latest information in due course

Reinforcing corporate governance and risk
control

Focusing on improvement operating
efficiency and financial growth, creating
stable returns

Providing safe workplace

Respecting all employees with fair treatment
Supporting career growth and providing
internal training

Assuming product and service responsibility

Identifying client needs and improving
product and service quality

Respecting clients’ privacy and protecting
their interests

Maintaining good internal control and
eradicating corruption

Forging partnership to grow together

Setting up stringent procurement system to
contain risk

Giving back to the society and promoting
self-reliance

Raising awareness of environmental
protection and helping the needy, nurturing
virtue and values

Devoting to developing new products for
convenience of the society
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ENVIRONMENTAL, SociAL AND GOVERNANCE REPORT
RE HERERBRRSE

ENVIRONMENTAL ASPECT

1.

EMISSIONS

The Group was primarily engaged in financial services where
no industrial production process is involved during the
Reporting Period; therefore, no direct emission of exhaust and
greenhouse gas, or wastewater was recorded.

The Group’s office indirectly generated greenhouse gas.
According to the calculation of carbon dioxide (CO2) emission
per unit of electricity consumed by the electricity supplier,
during the Reporting Period of the Group, Hong Kong office
produced 45.3102 tons of CO2 and Shenzhen office produced
28.0737 tons of CO2.

USE OF RESOURCES

The Company and its various subsidiaries strictly comply with
relevant local laws and regulations on environmental protection,
set internal guidelines and measures for this purpose, or work
in line with the rules for the office building, in order to achieve
energy saving and consumption reduction, minimising negative
environmental impact from our business operation.

We regularly review our operation process and carry out
improvement measures, when necessary, for more efficient
use of water, electricity, paper and other resources, so
as to reduce or stop waste of resources or materials that
pollute the environment. The Group has stepped up efforts
in institutionalising paperless operation by utilising electronic
documents (including service contracts, service applications
and approval, client information and product information) and
reducing paper consumption.
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During the Reporting Period, the Group adopted various
measures on energy saving and consumption reduction, such
as using telephone conferencing system to limit business trips,
recycling paper and using electronic documents, reducing
electricity consumption by making use of natural light and LED
lighting system with better energy saving efficiency, working in
line with rules of the commercial building for air-conditioning
control and lower electricity consumption, donating computer
and other electronic devices to charity organisation to minimise
electronic solid waste.

All employees are advised about the importance of
conservation, environmental protection during induction. The
Group sporadically reviews its relevant measures and proposes
improvement methods to enhance efficiency and achieve
its goal of energy saving and consumption reduction. 2016
environmental statistics of Hong Kong and Shenzhen offices
are set out below:

Electricity consumption Hong Kong: 58,090 kWh'
(CO2 equivalent:
45.3102 tons)?

Shenzhen: 47,486 kWh?
(CO2 equivalent:
28.0737 tonsg)*

Paper consumption® Hong Kong: 0.45 tons

Fuel consumption® Hong Kong: 5,919.6 kg
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RE #HERER®RE

! According to electricity bills

2 According to HK Electric, CO2 (produced by fuel combustion for electricity
generation) per unit of electricity was 0.78 kg

8 According to payment notice of property management of Hong Kong
office building
4 According to Calculation of Carbon Dioxide Emission and Data Checklist

issued by Climate Change Bureau of the National Development and
Reform Commission on 15 May 2016, CO2 emission factor of Guangdong
Provincial-level power grid was 0.5912 kg per kWh

N According to paper ordering quantity

6 According to purchase volume of gasoline and diesel

3. ENVIRONMENT AND NATURAL RESOURCES

Despite the lack of significant impact on the environment and
natural resources made by the Group’s major operations, we,
as a responsible corporate, are committed to minimising such
negative impact, and assess environmental risks induced by
our operations, in order to formulate relevant measures.

During the Reporting Period, there was no violation of
environmental laws and regulations by the Group.
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SOCIAL ASPECT
Overview of Employee (including the Company and major
subsidiaries)

2016: 2015:
Total employees 124 140
By gender Male: 62 Male: 77

Female: 62 Female: 63

The Group’s Staff Handbook is compiled with reference to the
Employment Ordinance, the Labor Law of the People’s Republic of
China, Labour Contract Law of the People’s Republic of China and
other applicable laws and regulations. Induction guidelines and other
information are provided to employees to explain the labour policies,
codes of ethics, work safety and health guidance of the Group,
ensuring the employees acknowledge their rights and responsibilities
and protecting respective interests.

The Group determines employees’ salary and benefits based upon
their job nature, experience, work performance, financial results and
market condition, as well as performance appraisal.

As an integrated financial service provider, the Group makes no
specific requirement on gender or age. During the Reporting Period,
there is no material change in employee composition.
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EMPLOYMENT

Save for the afore-mentioned remuneration and employment
system, the Group guarantees fair treatment of employees and
prevents discrimination based on gender, race, religion, age,
marital and family status, disability or in any other forms.

To attract and retain talent, the Group has formulated a
competitive remuneration and benefit system covering basic
salaries and overtime compensation, staff benefits and rights,
such as mandatory provident fund, insurance, legal and extra
leave, sick leave, other subsidies and severance payment, as
well as performance bonuses and other benefits.

According to local laws and industry practices, the Group pays
social insurance and housing provident fund for employees in
Mainland China and directors and officers liability insurance and
medical benefits for Hong Kong employees.

During the Reporting Period, there was no violation of labour
laws.

HEALTH AND SAFETY

The Group is devoted to protecting our employees from safety
risks by providing an appropriate workplace. References to
industry practices and regulations were made to formulate
work safety guidelines which have been strictly enforced.

Employees are constantly reminded of the importance of work
health and safety, with the Group giving relevant information
and coordinating with other organisations or property
management company of the office building to join regular fire
drills.

We also organise Christmas parties, annual dinner or corporate
meeting on Christmas and other special occasions to share
happiness with employees and rewarding staffs with excellent
performance.

During the Reporting Period, there was no violation of health
and safety laws and regulations.
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DEVELOPMENT AND TRAINING

Human resources are key assets to corporate success. The
Group provides professional trainings to improve quality,
qualification and skills of the employees for their growth.
We encourage our staff to discuss with management and
supervisors on their promotion and career objectives, as well
as join business-related training programs.

During the Reporting Period, training and development
programs arranged by the Group included but not limited to:

° knowledge of financial service

° knowledge of information technology

° trainings on customer service/product knowledge

o regulatory seminars or guidance

° training on anti-corruption

According to statistics from Hong Kong office, 15 employees
participate in the above training and development programs,
accounting for 71% of total numbers of employees and

accumulating 66.5 training hours. In addition, all Directors of
the Company joined regulatory training.
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LABOUR STANDARDS

The Group’s internal rules and labour system are made in
strict adherence to the Employment Ordinance (Chapter 57 of
Hong Kong Legislation) and the Regulation on Labor Security
Supervision issued by the State Council of the People’s
Republic of China, and reference to international standards.
All recruitment process and promotion activities are closely
monitored under the Group’s human resources management
scheme. The Group also provides its employees with statutory
or extra benefits including mandatory provident fund, medical
insurance, accident insurance and life insurance.

Codes of conducts are clearly set out in all employment
contracts and staff codes of the Group. Conducts of all
employees (including Directors and other staffs) are under the
watchful eye to prevent child labour and forced labour, as well
as any forms of discrimination, such as race, religion, age or
disability. The Group will promptly conduct investigation, punish
and dismiss the employeeg(s) in case of violation, and will make
improvement measures when necessary.

During the Reporting Period, there was no violation of labour
laws and regulations.
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SUPPLY CHAIN MANAGEMENT

The Group is principally engaged in finance-related business.
By business nature and needs, the Company did not hire major
suppliers for provision of products, raw materials and services
during the Reporting Period, nor did the Company took part
in any negotiation between its corporate or institutional clients
and their suppliers. In addition, the Group did not enter into any
long-term or bulk purchase agreements for stationery, paper,
computers and other office stationery and equipment.

The Company will keep a close eye on any future procurement
made by our staff against unethical practices. The Company
will closely communicate with its subsidiaries and urge them

to handle relationship with suppliers and business partners in
avoidance of transfer interests or abuse of suppliers.

PRODUCT RESPONSIBILITY

The Group holds high regards for product quality and its
reputation, and strive to improve product and service quality
through internal control.

Our products and services include:

1. Securities brokerage and margin lending;

2. Stock information and research analysis;

3.  Corporate finance solutions;

4.  Asset management;

5.  Student safety network project and electronic student
cards.
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Given its business nature, the Group handles a huge amount
of personal data or corporate information. The Group
attaches high importance to safeguarding clients’ interests
and privacy, with relevant guidelines and handbook prepared
to regulate employees’ handling of personal data of clients.
We sporadically arrange training to raise the awareness of
privacy protection. The Group will maintain and review all
client communication channels to obtain client feedback while
handling complaints and conducting inspection, so as to
improve client service system.

During the Reporting Period, there was no laws and regulations
violation of personal privacy.

ANTI-CORRUPTION
The Group strictly complies with applicable anti-corruption laws
and moral standards.

The Group is determined to eliminate any corruption activities.
The Board of Directors adopts a zero-tolerance policy
regarding corruption and fraud. Such standard has been
outlined in our operation and employment policies. The Group
proactively maintains a good corporate governance and risk
control to protect interests of stakeholders.

Employees are advised to comply with our anti-corruption
and anti-fraud guides; whilst relevant information is regularly
provided to raise their awareness. We urge high standard of
professional conduct of employees and strict compliance with
laws in Hong Kong and the PRC.

The Group helps all employees to develop anti-corruption
awareness. Relevant binding terms are detailed in product
and service contracts. In case of any corruption or fraud, we
will promptly conduct inspection and report to management.
During the Reporting Period, the Group had discovered one
employee in Hong Kong engaged in fraudulent activities and
based on the zero-tolerance policy adopted by the Group, the
fraudulent activities were being reported to the relevant law
enforcement bodies and that employee had left the Group.
Save and except for the said ex-employee, there is no other
corruption, bribery, extortion, fraud and money laundering
involving the Group or our employees.
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COMMUNITY

8.

COMMUNITY INVESTMENT

The Group values corporate social responsibility, adheres to the
principle of “Giving Back to the Society” and promotes the idea
of community care and mutual help.

During the Reporting Period, the Group endeavours to give
back to society by means of organising and participating in
community events. Through these activities, we aspire to let
employees to help the society, develop a stronger community
awareness, care for and help the needy. We encourage them
to share their experience after the events to influence their
colleague and set positive values.

Besides these activities, the Group also donates to
organisations. During the Reporting Period, we lent our support
to the following organisation:

Type of

Organisations organisations Donation items
Computers and other

electronic devices

Caritas Community service

The Group will continue to cooperate with more organisations
and institutions to support and contribute to the society.
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INDEPENDENT AUDITOR’S REPORT
B\ EED IR

CHENG & CHENG LIMITED
@ CERTIFIED PUBLIC ACCOUNTANTS
Wmom g w M OF OB A N A

10/F., Allied Kajima Building,
138 Gloucester Road, Wanchai, Hong Kong

TO THE SHAREHOLDERS OF
FIRST CHINA FINANCIAL NETWORK HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of First China
Financial Network Holdings Limited and its subsidiaries (“the Group”)
set out on pages 70 to 183, which comprise the consolidated
statement of financial position as at 31 December 2016, and the
consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
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 2016, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
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 Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. 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 HKICPA’s Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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KEY AUDIT MATTERS
Key audit matters are those matters that,

do not provide a separate opinion on these matters.

Impairment loss on intangible assets
(See Note 16 to the consolidated financial statements)

The Key Audit Matter
FEEZEE

in our professional
judgment, 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

INDEPENDENT AUDITOR’S REPORT
v IR T

FASEREIE

BETENEXEHE BREXSEEATSE

%ﬁﬂﬁ%ﬁ%ﬁé%%ﬁ%$ri£m$
B-ZEEHEAERMERERE SR

%&mﬂ%ﬁ%ﬁﬂﬁﬁ mMrEemtEs

IHEBBERER -

R EEREEE
(R ki MzE16)

How the matter was addressed in our audit

AEEZPHEE S E

The Group’s intangible assets included material
amounts of contractual customer relationship and
software acquired through the acquisition of one wholly
owned subsidiary in a prior year. These intangible
assets belong to a cash generating unit which had
recurring losses since its acquisition date. Further,
the three-years profit guarantee term set out when
acquisition of the aforesaid subsidiary had not been
reached throughout the first two years.

BEEENEBETEERRNEEFEEANE—H2E
MEARMBAZANEPBAERTMTNEANRE X
EBVEEBNRSELSM  BEMA B HAKRE
EREEEE N KRB LA BRARRAEIN=
Fm M ERERLRN EREFEERK -

To focus our audit procedures on the higher risk areas, we
made an assessment using our professional judgement of
the Cash Generation Units (“CGU”) we considered to be
subject to a higher risk of impairment. This assessment
was based on the level of judgement and assumptions
involved in the valuation model, the excess of assessed
value over the carrying value reflected in the consolidated
financial statements, market conditions and materiality.
The CGU we considered to be higher risk was trading of
electronic student cards.
REEENEZEFETRESRREE SEHRAEE
HEREERALREaRERRNEeEEENU ([He
FEHE BN ) DOETTRT S 22 ATl Ty E R 2 |8 R B8 R fik
BEERZRE ReMBRRP T HERKEESN L
D MAREEM EERREABRARCZRSELESNUR
HESFEERE-
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INDEPENDENT AUDITOR’S REPORT
B\ BRI

Impairment loss on intangible assets (continued)

The Key Audit Matter
FEEZEE

BRAERERSE (&)

How the matter was addressed in our audit

HEEZPHERE S E

Impairment of contractual customer relationship and
softwares is considered to be a key audit matter
due to the significance of the assets to the Group’s
consolidated statement of financial position, and due
to the judgement involved in the assessment of the
‘value in use’ of the Group’s CGUs performed by the
directors. The judgement relates to the future results of
the CGU and the discount rates applied to future cash
flow forecast.

HREEEEY BSEGEMBHKABRKOEEMN
UEBRESETYH SXEEHRSELECGHN [ERE
B FHERS R HE ST PEEREERERS
RAREZFH - HERREEFBUANRRER RE
FAR R SR IR < 7 TR &9 BE 2R SR AR -
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For the higher risk assessed CGU, We challenged the
appropriateness of key assumptions used by management
in the value-in-use calculation.

BEFTEORaRBReELEENMES -
RERABEAERRMANBREENES M-

EEHRERE

QOur procedures included:

BEENEFERE:

Evaluating the logic of the discounted cash flow
valuation models;

AHEREER R A ER I E S

Revenue forecasts — for the explicit period forecast
in the valuation models we compared the forecasts
with the contracted revenue amounts, historical
actual revenue amounts/growth rates;

WesTa R — st ERE N ABRAREARNS &5 F
BRETOK=SE BLER K= S REE
tEER

Cost forecasts — for the explicit period forecast in
the valuation models we compared the forecast with
the historical actual costs incurred and assessed the
reasonableness of cost growth by comparing it to
historic long run inflation rates;
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FREMELANNELERKRNETLE  WiFEiRE
JEE REVBIRZFET BRI AR ARSI



Impairment loss on intangible assets (continued)

The Key Audit Matter
FAEEZEIE

INDEPENDENT AUDITOR’S REPORT
B I % B

BRAEBESRS (&)

How the matter was addressed in our audit

AEEZPHEE S E

o Assessing the reasonableness of the terminal growth
rate by comparing it to the long run inflation rate;

and
e FRHKHEREFHURHABRRETLR FHES
B &

o Assessing the reasonableness of the discount rates
applied by comparing them to the current market
conditions for the CGU.

s FEMEMERNBBEXERSELELHERTNE
e RHEEAEME -

Our evaluation results are consistent with management’s
intangible assets impairment testing results.
EENTHERAREEENBELEEREINAER 2

Management has performed a full review on the
recoverability of the contractual customer relationship
and softwares. As a consequence, an impairment loss of
HK$122,686,950 was recognized during the year.
EIRECDHANEPBE LKA AT WO 1T 2 ERET o
B bt A 4F 1 T 2R (B 5 #811 22,686,950/ 7T ©

We also assessed the appropriateness of the financial
statement disclosures concerning those key assumptions
and parameters to which the outcome of the impairment
test is most sensitive.
EENTHERENAZABBNERBRER2HEBN
MM EENEE -
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Contingent consideration receivable

The Key Audit Matter
FEEZEE

R =Y 2R K18

How the matter was addressed in our audit

HEEZPHEESE

As disclosed in Note 20 to the consolidated financial
statements, the Group has contingent consideration
receivable of HK$29,441,448 (2015: HK$31,511,100)
related to the acquisition of one wholly owned
subsidiary in previous year. The contingent
consideration receivable was related to the situation
that the vendors may pay cash to compensate the
profit guarantee shortfall for the escrow consideration
shares of the Company or the situation that the
Company repurchases its escrow consideration shares
because of the profit guarantee shortfall.

WMEEE M BmERMFA20MEE BEEERNBETEF
EEHKE-—RHE2ENBAREENERIARE
29,441,448 T (Z T — 1% : 31,511,100 7T) ° B4
FARBEREF AR BERARNAEREROIMNR
PUBEENREZENE LN ERFEMNBERE
EmMENHEEERERMONBELEE -

The determination of the fair values of the contingent
consideration receivables involved high level of
estimation uncertainty.

ERIARBRAFENEE S RSENMGEFTTEENE-

We assessed management’s process for the determination
of the scope of work of the independent valuer and the
review and acceptance of the external valuation reports.
We evaluated the qualifications and competence of the
external valuer.
EENLEREEEEE L AEMIIEEE KM RERI
G EM SRS N RIE - BT IN A ERM A B AL R A2

We challenged the management’s financial projections
used in the value in use calculation of the wholly
owned subsidiary referred to in key audit matter on
“Impairment loss on intangible assets” and therefore the
reasonableness of the expected profit guarantee shortfall.
We checked the share price of the shares of the Company
as at the year end date.
EEEREBEXNERECFHE BV EERERE] P
FRAREZENBRAR ZEREBEFEZ MBI LR
MEEREZENSEBEME -BEERFEARE ERRAKRN
BB

We also assessed the appropriateness of the financial
statement disclosures concerning those key assumptions
and parameters to which the outcome of the fair value of
the contingent consideration receivables.
EENMOTEEBRSARENATFTELER 2 ZFHERRK
FRB2HEE U BRRIBENEE -
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Loan and receivable less provisions
(See Note 23 to the consolidated financial statements)

The Key Audit Matter
FREEZXEIE

INDEPENDENT AUDITOR’S REPORT
B\ BED IR

B R W R I i 1 A
(RERA Mg IR E23)

How the matter was addressed in our audit

HEEZPHEE S E

Two wholly owned subsidiaries of the Group, entered
into loan agreements with some independent third
parties and agreed to grant loans with principal
amount in total of HK$33,530,283 (equivalent to
RMB30,211,000). The Group does not hold any
collateral over these balances except for the loan
amounts of HK$15,538,180.
EEENMR2ENBARTEETEYE = VE
R WRERLE RS RS $£83,530,2837% 7T (48
ERNARM30,211,000) MEHR BEEBERZEHE
BRI B A5 A (R - M B RS %15,638,180/8 iR
G o

The above-mentioned loan receivable amounts of
HK$15,538,180 is secured by the pledged securities
which are listed on Shanghai Stock Exchange and
Shenzhen Stock Exchange and such securities were
transferred to the nominee of the Group and in his
custody.

Fut W E £ 515,538,180 L HE LIBEF R FHFT
ERNBAZGHM EMHBERES TNER ZER
FEEET BEEEIRBALHAHRE-

Our audit procedures included, among others, obtaining
an understanding of the Group’s credit monitoring
procedures including the internal controls to safeguard the
timely recognition and measurement of impairments on
loans and receivables. We examined the loan portfolio and
evaluated loan exposures with arrears, or with low internal
credit ratings against available financial information and
payment history to review management’s assessment of
the recoverable amount.

EENEZEFEE (APRBE)BERTHR BEXENGE
EEEERF  BIERENSER R EE R K ERFIER
ENNHEZE ESEEEREGRITHABFE MBS
BEFEERRFER KARKANEEETROERRER
UERNRELHERER UEHERBH KL EEN
BREE

Our review included an assessment of the collateral values
used by management to consider whether it is necessary
to make any impairment provisions. In addition, we also
checked the control procedures on the collaterals custody.
We compared with the loan receivable value and the
market value of the share pledged.
EENENERTLEERERRKANERREE UEEZ
BWAEHERBERE I EFTREEARRED
EERF - BEEHEREREERFEMRROOTEET
[Rdan
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Loan and receivable less provisions (continued)

The Key Audit Matter
FEEZEE

ERREWRIEREE (£)

How the matter was addressed in our audit

HEEZPHERESE

Certain aspects of the accounting for impairment
on loans and receivables require significant
judgment, such as the identification of loans that are
deteriorating, the assessment of objective evidence for
impairment, the value of collateral and the assessment
of the recoverable amount. This matter was significant
to our audit as the use of different estimates and
assumptions could result in significantly different
recoverable amounts of the loans.
ENREFEMNERREGHRENE T T EELRE
RAE - PlmENEER 2 ER T ERENSTEE
B EAPREERTGEITKEOeHE ZEFEHESZNE
RMEDEBEXN ARFEMATRNMTRERSHER
ZAIBKEBEEKRNERESR -

We reviewed the bank transactions of the PRC
subsidiaries to ensure the completeness of the loan
receivables.
ZEFEHNPRMBARMNIRITR S UERREKENK T
B o

We also checked the subsequent repayments of these
Ioans receivables are on schedule.

ENBREZERNEFNEEERDTEERBENE
szo
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Impairment of refundable earnest money paid for
proposed business acquisition in previous year
(See Note 25 to the consolidated financial statements)

The Key Audit Matter
FREEEZXSEIE

INDEPENDENT AUDITOR’S REPORT
B\ EED IR

RBEERERAEBWBEEMX 6
RENEENIRE
(R#RA W5 MR M E25)

How the matter was addressed in our audit

EEZPHEESE

The Group has recorded refundable earnest money of
RMB20,000,000 (equivalent to HK$22,197,400) paid
for the proposed acquisition for the entire registered
capital of REE F#HeL)RBR A A (transliterated
as Mingin Quantum New Energy Co. Ltd.) (*Mingin
Quantum”) in January 2015 as other receivables in the
consolidated statement of financial position. The Group
has received the entire shares of Mingin Quantum from
the vendor as collateral. The proposed acquisition
was terminated in May 2015 and the Group filed an
arbitration application (the “Arbitration”) to South
China International Economic and Trade Arbitration
Commission (“SCIA”) for the repayment of the overdue
receivables.

EREERGR _ZE-— L - ANEREWBERHEFH
RRERAR([RBEF)NRABEWE R
AREME S ARM20,000,0007T (#H%E 722,197,400
BI)ERFEAMBMRARKOEMEKRFTIE HE
EEEEARIRHEFHN2HROIELSER M - ZE
HUEBEER T -—RAFRAKLER ESEREHH
BEBEZESMEEEE (DRYIBEBRMER]) B (PE
B ([hE])  ERERE B EK IR -

We checked to the final judgement imposed by SCIA to
identify that the indicator of impairment of the earnest
money exists, which is the vendor did not repay the
earnest money within the time limit imposed by SCIA.
EEERRIIBERFREMORBER RERRES
FIEREIEE - BVE 77 30 R 5OR I BB i £ B £ 52 /Y e
REINEZHRES -

We discussed with management about its assessment of
the indicators of impairment and challenged the significant
assumptions used in the impairment testing.

EEHHEER B R A EREEZRAOMERE SR ER T
PR ERRR -

We obtained the legal opinion on what actions the
Group can further take to receive back the said earnest
money paid and/or legal procedures and concern to get
possession of the pledged shares.

EEFey ESEEEEIEE—H78) RUE il 2
Bek/HEREREFMEBEERRN N FEIEE
EER-
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Impairment of refundable earnest money paid for
proposed business acquisition in previous year
(continued)

The Key Audit Matter
FEEEIZXSEIE

RBEFERAXEBWBEEMXF8
oREREEMRE (F)

How the matter was addressed in our audit

EEZPHEESE

The final judgment of the aforesaid arbitration, which is
legally binding, was handed down by SCIA on 3 June
2016. Although the final judgment ordered the vendors
to repay the refundable earnest money to the Group
with penalty within 15 days upon the date of final
judgment, the Group has not received said earnest
money up to the year end date.

PR ERBORBEBETNRN - FORE BRI
BHEERN —E—RNFRAA=ZBEM - BARBH ARG
REFERBEAZBRISRKAR ESEEETRE
WEERENE B ESEEZFAEBMNARKE Lt
BED

Certain aspects of the accounting for the refundable
earnest money require significant judgment, such as
the assessment of objective evidence for impairment,
the value of collateral and the assessment of the
recoverable amount. This matter was significant to our
audit as the use of different estimates and assumptions
could result in a significantly different recoverable
amount of the earnest money.
REMNECRRNSE T HEERERHE - 10T
BENTHES ERREELRTATROEE - ZF
HHESENEZME DEEXR  BARM TR MR
BEAHHEEZAKRBGHEENERER -

We obtained management accounts of Mingin Quantum
for year 2016 and performed the sample checking works
for assessing the financial position of Mingin Quantum
at 31 December 2016. We also performed the site visit
to Mingin Quantum to understand if it is operating and
generating income.
EEDERYEFN - R"ENERRA WETEREX
EIE UTRRYEFN T —RF+_A=+—B8
MR EENCHRGEFEEMER UNTHREER
EREEENELWA-
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Impairment of associates
(See Note 19 to the consolidated financial statements)

The Key Audit Matter
FREEZXEIE

INDEPENDENT AUDITOR’S REPORT
B\ EED IR

ErEAEIRE
(REEA M B HRKRME19)

How the matter was addressed in our audit

HEEZPHEE S E

The Group owns 38% in FIIAISEEBRERR
SH LA QA (transliterated as Shenzhen Qianhai
First China International Commodities Exchange Centre
Limited) (“Qianhai First China”), an entity registered in
the People’s Republic of China. The investment in the
associated company is accounted for under the equity
method and considered for impairment losses. The
accounting for the results of and investment in Qianhai
First China is significant to our audit due to the share
in Qianhai First China’s net loss, the book value of
the investment and judgment applied in determining
if a decline in value is significant and temporary or
prolonged.
ESERERNAIBEEREE RSP LERAA
(MABEE]) (—FRPEARANBZMcER) 2
38% R - N E R AR EREREARMNEED
BRE BRAEEENFEEMNE REREENE
EEETKRES AEAKERRIEREERAH A E Al
BEENREMREZEAREUESNERIBE
Ko

There was a suspension on the business operation
of the associated company due to the commodities
trading policies review conducted by the government
of Qianhai starting from 2015. The new/revised
industry policies have not yet been introduced by the
Qianhai government during 2016.
HRAERNE S AFRAREERR I BRETT
B —RBEARMEBEERIL AT EIBETH
TEBRER_T—R"FANRAEIEHRAFHL -

Due to the uncertainty in the timing of the new industry
policies introduced, the management considers it is
appropriate to make the impairment on the interests
in associates, which should reflect the present value
of the associate’s assets and liabilities realized at the
year end date as the new industry policies have not yet
been announced by the government of Qianhai.
MNP ITERR AR EANEHARR  §18E
RREEBARNERIELRETDBRE  HERRR
FHEAFMERNBEQAREERBENRE HEMTE
IEBR R T A U A5 o

Our audit procedures included a review on the relevant
financial information of Qianhai First China for the purpose
of the consolidated financial statements of the Group.
EENEZREFEEY EEENGFAMBHRREMAE
BENHEBTBEER -

We held discussions with management to understand their
assessment of the future development of the Qianhai First
China CGU.

EEHEBEETNR ATHREEFLAIEEERESE
HEEMHARRERERN

We reviewed and assessed management’s estimation on
the realization of assets and liabilities of the associate at
31 December 2016.
EEEMNRTHEEBYHBE AR T —RFTA
=t+—HZEBEENRBEERELNMGET-

We reviewed the valuation report of the aforesaid assets
and liabilities of Qianhai First China issued by the
independent valuer appointed by the Group. We evaluated
the qualifications and competence of the external valuer.

EEENHR BEEEZAZEYAEMEAMINEEEL
MEERBEMNGEERS STETHIINBHEMNERSR

ok
Be /J °

BENKPKXREBERIA | ZB-REFR

65



66

INDEPENDENT AUDITOR’S REPORT
B\ EED IR

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all the information
included in the annual report other than 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 AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA 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
of the Company 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 of the Company either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit Committee

in discharging their responsibilities for overseeing the Group’s
financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

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 HKSAs 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 HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

° 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.

VAR R

RHMREREESMBRRRIENEE
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%

i % BED RO

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.

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.

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 those 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, related safeguards.
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INDEPENDENT AUDITOR’S REPORT

From the matters communicated with 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.

CHENG & CHENG LIMITED
Certified Public Accountants

Hong Kong, 20 March 2017

Cheng Hong Cheung
Practising Certificate number P01802
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ConsoLIDATED STATEMENT oF PRroFIT oR Loss AND OTHER CoMPREHENSIVE INCOME
EAaBEFEEREMEZEBRANER X

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2016 2015
—F—RE —ET—RF
Note HK$ HK$
Bt 5 I T
Revenue W 25 5 8,896,415 45,714,003
Other income and loss, net Hab g A R EEFE 7 (91,656,382) (18,474,679)
Employee benefits expenses BERAAZ 10 (17,854,403) (37,241,505)
Depreciation of property, W EBERERETE
plant and equipments 15 (6,709,566) (5,451,113)
Amortization of intangible assets B EEEH 16 (17,362,183) (2,084,557)
Impairment of intangible assets EREERE 16 (122,686,950) (93,191,960)
Impairment loss of interests in REE R R R REEE
associates 19 (1,028,594) (5,059,075)
Finance costs A& B 8 (289,184) (344,576)
Other operating expenses Hin g @& A (19,758,659) (27,570,406)
Change in fair value of contingent JERSAREZ R FEES)
consideration receivable 20 140,880 27,278,678
Share of (loss)/profit of associates ~ FE(REEZ A F] (E1E), FB 19 (9,474,111) 36,748,757
Loss before income tax B P15 B A B 18 9 (277,782,737) (79,676,433)
Income tax income PR B A 13 32,879,188 18,628,673
Loss for the year FREIE (244,903,549) (61,047,760)
Other comprehensive loss: Hih2mEE:

ltems that may be reclassified to
profit or loss
Currency translation differences:
- Group
— Share of other comprehensive
income of an associate

HEAGEEEH 7EE
Bt ZBH
EHELER:
—5H
—EEBEQAREMEEEA

(11,090,916)

(2,842,509)

(12,344,742)

(2,254,284)

Other comprehensive loss
for the year, net of tax

FREMEEER 2K

(13,933,425)

(14,599,026)

Total comprehensive loss
for the year

FAZEEE

(258,836,974)

(75,646,786)

First China Financial Network Holdings Limited | Annual Report 2016



CoNsOLIDATED STATEMENT oF ProFIT oR Loss AND OTHER CoMPREHENSIVE INCOME
EAEFEREMETEBWANERE R

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

2016 2015
—F—RE —ET—RF
Note HK$ HK$
B 5 I 7T
Loss attributable to: FE{LES 1S
Owners of the Company PiNNETEF SN 14 (244,075,407) (62,850,046)
Non-controlling interests FE 12 IR A 2 (828,142) 1,802,286
(244,903,549) (61,047,760)
Total comprehensive loss FRESZEBEBREE:
for the year attribute to:
Owners of the Company KRARHEE A (258,045,542) (77,385,459)
Non-controlling interests VTR HE = (791,432) 1,738,673
(258,836,974)  (75,646,786)
Loss per share attributable FEREATHEAAN
to owners of the Company fBiEEBIREE
for the year
Basic loss per share (HK cents) FREAREE (BIl) 14
From loss for the year FAEE (3.76) (0.97)
Diluted loss per share (HK cents) FR#EEE O510) 14
From loss for the year FAEE (3.76) (0.97)

BENKPEKXREBERDA | ZB-REFR

v/l



72

CoNsOLIDATED STATEMENTS OF FINANCIAL PosiTioN

REMBNKA SRR

As at 31 December 2016 R-—ZT— X F+-A=+—H

2016 2015
—E—RF —E—RF
Note HK$ HK$
M 5 A IT BT
Non-current asset EREEE
Property, plant and equipments ER Ty 15 35,787,878 40,711,061
Intangible assets mEE 16 2 142,651,502
Statutory deposits and other assets EAF L& K E M A E 17 1,059,936 2,304,395
Interests in associates REEENF 2R 19 34,944,709 47,942,898
Contingent consideration receivable & Uk sl SA K (B 20 29,441,448 31,511,100
Deposit paid Btk 940,607 -
102,174,580 265,120,956
Current assets HEEE
Inventories FE 21 2,590,324 3,729,957
Trade receivables JEUWE 5 FKIB 22 14,550,089 9,800,843
Loans and receivables B K R IR 23 33,530,283 19,518,345
Financial assets at fair value BAFEFABRZEREE
through profit or loss 24 63,967,620 201,969,810
Prepayments, deposits and TER OB - e R H AL IR
other receivables 25 28,242,860 33,578,031
Amounts due from former Directors  JEUL AT T & = 3118 26 331,419 831,419
Bank balances and cash RITHESB MRS
— trust accounts —EFERP 27 14,075,403 24,411,437
Restricted cash ZRE13E S 27 - 1,815,795
Bank balances and cash RITHEBRNLIR S
- general accounts ——RERFP 27 240,921,035 241,490,110
398,209,033 537,145,747
Total assets s E 500,383,613 802,266,703
Current liabilities REARE
Trade payables JETE 538 28 14,817,698 16,681,530
Other payables and accruals H A e A FROB N FE R F0E 29 2,168,841 4,388,082
Current income tax payable BOHAFE B AT 15 7 - 541,663
Borrowings EE 30 8,554,953 10,494,013
25,541,492 32,105,288
Net current assets RBEEFE 372,667,541 505,040,459
Total assets less current liabilities 2 & 4818 i 7 5 & 1& 474,842,121 770,161,415
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CoNsOLIDATED STATEMENTS OF FINANCIAL PosiTioN

A MRS R

As at 31 December 2016 R-—ZT— X F+-A=+—H

2016 2015
—E—RE —E-—RF
Note HK$ HKS$
B 5 I BT
Non-current liabilities EREERE
Deferred income tax liabilities BIEFTISHAE 31 5,804,700 39,445,051
5,804,700 39,445,051
Net assets BEFE 469,037,421 730,716,364
Capital and reserves BAEREE
Share capital & 7 32 64,989,582 64,989,582
Share premium B 17 4 8 32 1,614,798,866  1,614,798,366
Special reserve 5 B K 1% 33 4,778,740 4,778,740
Statutory reserve R TE R 33 3,911,530 3,911,530
Translation reserve b R 33 (18,466,661) (4,496,526)
Share-based compensation reserve %15 # 18 {1 34 30,383,874 34,149,275
Accumulated losses B 3 (1,287,573,985)  (994,422,010)
Equity attributable to owners of AR EHEH AFEIGHEZ
the Company 462,821,946 723,709,457
Non-controlling interests FEERERS 6,215,475 7,006,907
Total equity EiEE 469,037,421 730,716,364

Wang Jiawei
EFEE
Director

EF

Lai Yuk Mui
REH
Director

EF
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CoNSOLIDATED STATEMENTS oF CHANGES IN EauiTy
EEeRESH R X

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

Attributable to owners of the Company

FATRFAER
Share-based Non-
Share Share Special Statutory  Translation Compensation Accumulated controlling Total
capital premium reserve Reserve reserve Reserve losses Total interest equity
ke RBEE  BAEE  REEE  ERGE BOEREE  RHBR 9E  FERER  BR9E
HKS HKS HKS HKS HKS HKS HKS HKS HKS HK$
B B B B B B BT AT o oy
(Note 32) (Note 32) (Note 33) (Note 33) (Note 33) (Note 34)
(Hii32) (M3i30) (M13E33) (M3E33) (H£33) (Hz34)
Balance as at 1 January 2015 64,989,582 1,614,798,866 4,778,740 - 10038887 29,832,788  (928,447,064) 795,991,799 5267851 801,259,650
Loss for the year - - - - - - (62.850,046) (62,850,046) 1,802,286  (61,047,760)
Other comprehensive loss - - - - (14535413 - - (14535413 (63,613)  (14,599,026)
Equity-settled share option arrangements i - - - - - 5,103,117 - 5,103,117 - 5,103,117
Transfer of share-based compensation reserve IERABERE
upon the forfeiture or expiry of share options - - - - - (786,630) 786,630 - - -
Share of revenue reserve of an associate - - - 3,911,530 - - (8,911,530) - - -
Capital contribution from non-controlling interests - - - - - - - - 383 383
Balance as at 31 December 2015 4 64,989,582 1,614,798,866 4778,740 3911530 (4,496,526) 34,149,075  (994,422,010) 723,709,457 7,006,907 730,716,364
Balance as at 1 January 2016 \ZE-RE-A-BrER 64,989,582 1,614,798,866 4,778,740 3911530  (4,496,526) 34,149,275 (994,422,010) 723,709,457 7,006,007 730,716,364
Loss for the year FhEE - - - - - - (244,075,407) (244,075,407) (828,142)  (244,903,549)
Other comprehensive loss A2EER - - - - (18,970,135) - - (18,970,135) 36,710 (13,933,425)
Equity-settled share option arrangements - - - - - 1,688,031 - 1,688,031 - 1,688,031
Reversal of share-based compensation
reserve upon the forfeiture of share option - - - - - (4,530,000 - (4,530,000 - (4,530,000)
Transfer of share-based compensation reserve ~ BIREX B ERRNBERE
upon the lapse of share options - - - - - (923,432) 923,432 - - -
Balance as at 31 December 2016 RZE-A"E+R=T-H2E# 64,989,582 1,614,798,866 4,778,740 3,911,530  (18,466,661) 30,383,874 (1,237,573,985) 462,821,946 6,215,475 469,037,421
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CoNsoOLIDATED STATEMENT oF CasH FLows
EABREREER

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

2016 2015
—E—RE —E—hF
Note HK$ HK$
B 5 I 7T
Cash flows from HETHRRESRE
operating activities
Loss before income tax B P15 B4 A B 18 (277,782,737) (79,676,433)
Adjustments for: BT FIEPE:
— Depreciation of property, — M MERRENE
plant and equipment 6,709,566 5,451,113
— Loss/(gain) on disposal of property, — &% « #22 K
plant and equipment RiBAEERE, (KH) 240,536 (135,000)
— Amortization of intangible assets ~ — £ 2 & & 4 £ 17,362,183 2,084,557
— Impairment of intangible assets —BmEEERE 122,686,950 93,191,960
— Impairment of interests in associates — R B & A BliE s 2 B E 1,028,594 5,059,075
— Written off of property, E/ERY VST b
plant and equipment 497,136 70,331
— Change in fair value of contingent —EUW sk AN (EB 2 A FEEF
consideration receivable (140,880) (27,278,678)
— Fair value losses on securities —-HBHFBEBE2ATEEBSE
trading 30,108,514 32,641,510
— Share of profit or loss of associates — &5 5 & A Al 18 25 9,474,111 (36,748,757)
— Reversal of Share Option expenses — & B A% 4 o< 20 i % [
due to the lapse of share options S AR A =2 (4,530,000) -
- Equity-settled share based AR S E - BRELT
arrangements 1,688,031 5,103,117
— Interest income — F B A (4,404,374) (5,158,875)
- Dividend income — B WA (6,146,271) (3,252,448)
- Finance costs —BhE AR (289,184) (344,576)
Operating cash flows before EESSETNZ
changes in working capital WERERE (103,497,825) (8,993,104)
— Statutory deposits and other assets —AF X & M H & &E 1,244,459 3,802,340
- Inventories —-FE 1,139,633 (527,049)
- Restricted cash —2RERE 1,815,795 95,016
— Trade receivables —EWE ZRIE (4,749,246) (2,293,073)
- Prepayments, deposits and —FEFE - Eek
other receivables E b I FRTE 5,335,171 (25,099,015)
- Amounts due from former Directors — JE U BI T Z E 7B 500,000 31,709,996
- Financial assets at fair value —BAFEFAERZ
through profit or loss TREE 107,893,676 (36,928,800)
— Segregated trust bank balances — B EERFPAES 10,336,034 (10,164,747)
— Trade payables —ENE S RIE (1,863,832) 1,124,738
— Other payables and accruals — H fth B 5B R AT 3R IB (2,219,241) (2,355,828)
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CoNsoLIDATED STATEMENT oF CasH FLows
EAREREER

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2016 2015
—E—RE —hF
Note HK$ HK$
B 5 I 7T
Cash generated from/(used in) EEELE(FR)ZHE
operations 15,934,624 (49,629,526)
Income tax paid BRAEH (541,663) (1,687,440)
Interest received 2 WA B 4,404,374 5,158,875
Net cash generated from/ BEEEBELE (BR)Z
(used in) operating activities R&FHE 19,797,335 (46,158,091)
Cash flows from investing BREFBFRASRE
activities
Payments for investments in REEERBIRE 2R
associates - (2,365,860)
Payment of deposit for purchase of S B ERELEKE LS
plant and equipment (940,607) -
Purchases of property, BEME MELEE
plant and equipment (2,990,220) (3,956,532)
Proceeds from disposal of HEYE MR RREEHRIE
a property, plant & equipment 96,073 135,000
Gross increase in loans and B3R e IE S A
receivables (14,011,938) (2,090,725)
Dividend received 2R B 6,146,271 12,541,168
Net cash (used in)/generated BRETH (BH) EEZ
from investing activities REEE (11,700,421) 4,263,051
Cash flows used in financing REEHEHESRE
activities
Repayments of bank borrowings RITERZERELFE
and interests (1,649,876) (1,539,092)
Net cash used in financing MEFREBERAZREFE
activities (1,649,876) (1,539,092)
Net increase/(decrease) in cash RE&RIRLSZLE{EIER
and cash equivalents W, (EY)FE 6,447,038 (43,434,132)
Cash and cash equivalents at FUzReRkBE2EFEIER
beginning of year 241,490,110 292,073,216
Effect of foreign exchange rate RGB) B
changes (7,016,113) (7,148,974)
Cash and cash equivalents FRZEERFAEEEEH
at end of year 27 240,921,035 241,490,110
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

A MW R M

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

GENERAL INFORMATION
First China Financial Network Holdings Limited (the “Company”)
and its subsidiaries (together the “Group”).

INFORMATION OF THE GROUP

The Group is principally engaged in (i) provision of the precious
metals spot trading and brokerage services in the PRC, (i)
provision of securities and futures contracts trading services in
Hong Kong, (iii) trading and principal investments in the PRC
and Hong Kong, (iv) research, exploration and development of
the student safety network project and the electronic student
card in the PRC, and (v) provision of stock information and
research services through the internet network in the PRC.

The Company was incorporated as an exempted company with
limited liability in the Cayman lIslands under the Companies
Law of the Cayman Islands. The Company’s registered office
is situated at Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands. The Company’s
principal place of business is situated at 16th Floor, CMA
Building, No.64-66 Connaught Road Central, Hong Kong.

The Company’s shares are listed on the GEM of the Stock
Exchange.

The consolidated financial statements are presented in
Hong Kong dollars, while the functional currencies of certain
subsidiaries are Renminbi (“RMB”). The Company has
selected Hong Kong dollar as its presentation currency as the
functional currency of the Company is Hong Kong dollars and
management considered it is more beneficial to the users of the
consolidated financial statements. These consolidated financial
statements have been approved and authorized for issue by
the Board of Directors on 20 March 2017.

—R&EH
BENKREEEBRRAR ([AR7])
LEMBAR (5[ AREE]) -

FREZAR
AREEBRE(ETARHEES BT
35 RIS ¢ ()7 BSR4 %
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
& BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (HKICPA).
In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing
the Listing of Securities on the GEM of Stock Exchange
(“GEM Listing Rules”) and by the applicable disclosure
requirements of the Hong Kong Companies Ordinance.
(“ca”).

The consolidated financial statements have been
prepared under the historical cost convention, except for
the recognition of certain financial assets and financial
liabilities at fair value through profit or loss.

The preparation of consolidated financial statements
in conformity with HKFRSs requires the use of certain
critical accounting estimates. It also requires management
to exercise its judgment in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 EHZE_-Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)
Changes in accounting policy and disclosures

(@)

New and amended standards adopted by the Group

The HKICPA has issued a number of amendments
to HKFRSs and Interpretations that are first effective
for the current accounting period of the Group,
including the following:

o Accounting for acquisition of interests in joint
operations — Amendments to HKFRS11

° Clarification of acceptable methods of
depreciation and amortization — Amendments
to HKAS16 and HKAS38

° Annual improvements to HKFRSs 2012-2014
cycle, and

o Disclosure initiative — amendments to HKAS1

None of these developments have had a material
effect on how the Group’s results and financial
position for the current or prior periods have been
prepared or presented.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
& BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2, XEESHBEME (&
POLICIES (continued)
2.1 Basis of preparation (continued) 21 RBEEE(E)
Changes in accounting policy and disclosures B BFEREEREZEE
(continued) (&)
(b)  New and amended Standards issued but not yet (b) EZEITEERRNZ FETR
adopted ANEETER)
The Group has not early applied the following new AEBEVWERFEANUTH
amendments to HKFRSs and interpretation that STECEMEERERZE
have been issued but are not yet effective: B ISR EANS R A K72
=
Amendments to Classification and BERUMBREEN DRNHAEEZ
HKFRS 2 Measurement of Share- £ (BFIK) [AFXHZ
based Payment SEREE
Transactions?
HKFRS 9 Financial instruments? ERUBRE SRIA
AR5
HKFRS 10 and Sale or Contribution of Assets BERUBRE REEHEARE
HKAS 28 between an Investor and its 105 & NAFAERE
Amendment Associate or Joint Venture* B EHES ZRNMEERE
£28%% (B3] 4K)  FE B
HKFRS 15 Revenue from Contracts with ERUBREEN FPaHE?
Customers? E15%
HKFRS 16 Leases* BERUBRE HE
HEHIE165
Amendments to Clarifications to HKFRS 15 BEUBREEN BEHEREER
HKFRS 15 Revenue from contracts with E15% (BF]A)  F15REPAN
customers? Wi 7 B &2
Amendments to Disclosure initiative' BER g ER wEE!
HKAS 7 E7% (B3X)
Amendments to Recognition of Deferred gl RAZREERER
HKAS 12 Tax Assets for Unrealized F12% (B3] AR) EEBEAE
Losses'
k Effective for annual periods beginning on or after 1 January ! RZZT—tF—-A—Hsz&
2017, with earlier application permitted. Fia 2 FEHM AR WATR
FEA-
2 Effective for annual periods beginning on or after 1 January 2 RZE—N\F—A—B%kz&
2018, with earlier application permitted. Fa 2 FEBRMBAER - Wik
FREA-
E Effective for annual periods beginning on or after 1 January 8 RZZT—-NF—-A—Hzz&
2019, with earlier application permitted. Fia 2 FEHM AR WATR
FEA-
4 Effective for annual periods beginning on or after a date to 4 REETE BBz BRABZF
be determined. EHAR AR e
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2.

NoTes 10 THE CoNSOLIDATED FINANCIAL STATEMENTS

A MW &M

For the year ended 31 December 2016 HE—ZT— X F+-_A=Z+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

Changes in accounting policy and disclosures

2.1

(continued)

(6)

New and amended Standards issued but not yet
adopted (continued)
HKFRS 9 Financial Instruments

Key requirements of HKFRS are described as
follows:

HKFRS 9, “Financial Instruments” addresses
the classification, measurement and
recognition of financial assets and liabilities.
The complete version of HKFRS 9 replaces
most of the guidance in HKAS 39. HKFRS 9
retains but simplifies the mixed measurement
model and establishes three primary
measurement categories for fair value through
profit or loss. The basis of classification
depends on the entity’s business model and
the contractual cash flow characteristics of
the financial asset. Investments in equity
instruments are required to be measured
at fair value through profit or loss with the
irrevocable option at inception to present
changes in fair value in other comprehensive
income. There is now a new expected credit
losses model that replaces the incurred loss
impairment model used in HKAS 39. For
financial liabilities, there were no changes to
classification and measurement, except for
the recognition of changes in own credit risk
in other comprehensive income, for liabilities
designated at fair value through profit or
loss. HKFRS 9 relaxes the requirements for
hedge effectiveness by replacing the bright
line hedge effectiveness tests. It requires an
economic relationship between the hedged
item and hedging instrument and for the
‘hedged ratio” to be the same as the one
management actually use for risk management
purposes. Contemporaneous documentation
is still required but is different to that currently
prepared under HKAS 39.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

Changes in accounting policy and disclosures
(continued)

2.1

(b)

New and amended Standards issued but not yet
adopted (continued)
HKFRS 9 Financial Instruments (continued)

HKFRS 9 is effective for annual periods beginning
on or after 1 January 2018, with earlier application
permitted.

The directors anticipate that the adoption of HKFRS
9 in the future may have significant impact on
the amounts reported in respect of the Group’s
financial assets and financial liabilities. Regarding
the Group’s financial assets, it is not practicable to
provide a reasonable estimate of that effect until a
detailed review has been completed.

HKFRS 15 Revenue from contracts with customers

In July 2014, HKFRS 15 was issued which establish
a single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS
18 “Revenue”, HKAS11 “Construction contracts”
and the related interpretations when it becomes
effective.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)
Changes in accounting policy and disclosures
(continued)

®)

New and amended Standards issued but not yet
adopted (continued)

HKFRS 15 Revenue from contracts with customers
(continued)

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer
of promised goods or services to customers in an
amount that reflects the consideration to which
the entity expects to be entitled in exchange
for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue
recognition:

° Step 1: Identify the contract(s) with a
customer

° Step 2: Identify the performance obligations
in the contract

o Step 3: Determine the transaction price

° Step 4: Allocate the transaction price to
the performance obligations in the
contract

° Step 5: Recognise revenue when (or as)

the entity satisfies a performance
obligation

Under HKFRS 15, an entity recognises revenue
when (or as) a performance obligation is satisfied,
i.e. when control of the goods or services underlying
the particular performance obligation is transferred
to the customer. Far more prescriptive guidance
has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are
required by HKFRS 15.

The directors of the Company anticipate that the
HKFRS 15 may have significant impact on amounts
reported in the consolidated financial statements.
However, it is not practical to provide a reasonable
estimate of the effect of HKFRS 15 until the Group
performs a detailed review.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

Changes in accounting policy and disclosures
(continued)

2.1

(b)

New and amended Standards issued but not yet
adopted (continued)
HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model
for the identification of lease arrangements and
accounting treatments for both lessors and lessees.
It distinguishes leases and service contracts on the
basis of whether an identified asset is controlled by
a customer. Subject to limited exceptions for short-
term leases and low value assets, distinctions of
operating and finance leases are removed for lessee
accounting, and is replaced by a model where a
right-of-use asset and a corresponding liability have
to be recognized for all leases by lessee. However,
the standard does not significantly change the
accounting of lessors.

Application of HKFRS 16 will result in Group’s
recognition of right-of-use assets and corresponding
liabilities in respect of many of the Group’s lease
arrangements. These assets and liabilities are
currently not required to be recognised but certain
relevant information is disclosed as commitments in
Note 35. The directors of the Company anticipate
that the application of HKFRS 16 in the future
will have an impact on the Group’s consolidated
financial statements; however, it is not practicable to
provide a reasonable estimate of the effect until the
Group performs a detailed review.

Other than disclosed above, the directors anticipate
that the application of the other new and revised
HKFRSs will have no material impact on the
consolidated financial statements.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT— X F+-_A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEEHBEHBEZ)
POLICIES (continued)
2.2 Subsidiaries 21 MIEBAS

2.2.1 Consolidation 22158k

A subsidiary is an entity (including a structured
entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, 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.
Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

Intra-group transactions, balances and unrealised
gains on transactions between Group Companies
are eliminated. Unrealised losses are also
eliminated. When necessary, amounts reported by
subsidiaries have been adjusted to conform to the
Group’s accounting policies.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the Company on
the basis of dividend and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 #HZE_-Z

2.

—RE+ZA=+—BLFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.3 Associates

An associate is an entity over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognized at cost, and the carrying amount is increased
or decreased to recognize the investor’s share of the
profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill
identified on acquisition. Upon the acquisition of the
ownership interest in an associate, any difference
between the cost of the associate and the Group’s share
of the net fair value of the associate’s identifiable assets
and liabilities is accounted for as goodwill.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognized in other
comprehensive income is reclassified to profit or loss
where appropriate.

The Group’s share of post-acquisition profits or losses
is recognized in the consolidated statement of profit or
loss and other comprehensive income, and its share
of post-acquisition movements in other comprehensive
income is recognized in other comprehensive income
with a corresponding adjustment to the carrying amount
of the investment. In addition, when there has been a
change recognized directly in the equity of the associate,
the Group recognises its share of any changes, when
applicable, in the consolidated statements of changes in
equity. When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including
any other unsecured receivables, the Group does not
recognize further losses, unless it has incurred legal or
constructive obligations or made payments on behalf of
the associate.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 EHZE_-Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

2.4

Associates (continued)

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and
its carrying value and recognises the amount adjacent
to “share of profit of associates” accounted for equity
method in the consolidated statement of profit or loss and
other comprehensive income.

Profits and losses resulting from upstream and
downstream transactions between the Group and
its associate are recognised in the Group’s financial
statements only to the extent of unrelated investor’s
interests in the associates. Unrealized losses are
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to
ensure consistency with the policies adopted by the
Group.

Gain or losses on dilution of equity interest in associates
are recognized in the consolidated statement of profit or
loss and other comprehensive income.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the senior executive management that makes
strategic decisions.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.4 Segment reporting (continued)
Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type or
class of customers, the methods used to distribute the
products or provide the services, and the nature of the
regulatory environment. Operating segments which are
not individually material may be aggregated if they share a
majority of these criteria.

2.5 Foreign currency translation
(a) Functional and presentation currency
ltems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (“the functional currency”).
The consolidated financial statements are presented
in Hong Kong dollars (HK$), which is the Company’s
functional and the Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognized in the consolidated
statement of profit or loss and other comprehensive
income.

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair
value through profit or loss are recognized in
profit or loss as part of the fair value gain or loss.
Translation differences on non-monetary financial
assets, such as equities classified as available-for-
sale, are included in other comprehensive income.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.5 Foreign currency translation (continued)

(c)

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:

° assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

° income and expenses for each statement
of profit or loss are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses
are translated at the rates on the dates of the
transactions);

° all resulting currency translation differences are
recognized in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate. Currency translation differences
arising are recognised in other comprehensive
income.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.6 Property, plant and equipment

Property, plant and equipment are stated at historical cost
less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items. Subsequent costs are included in the asset’s
carrying amount or recognized 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 derecognized.
All other repairs and maintenance are charged to the
consolidated statement of profit or loss and other
comprehensive income during the financial period in
which they are incurred.

Depreciation on property, plant and equipment is
calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful
lives, as follows:

Land and Buildings
Leasehold improvements

25 years
3 to 5 years, or
Over the term of leases

if shorter
Office equipment and furniture 3 to 5 years
Computer equipment 3 years

Motor vehicles 3 to 10 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Gains or losses on disposals are determined by
comparing the proceeds with the carrying amount and are
recognized in the statement of profit or loss.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 EHZE_-Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.7 Intangible assets

(a)

(b)

Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree
over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units (“CGUs”), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity at which
the goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating
segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes in
circumstances indicate a potential impairment. The
carrying value of the CGU containing the goodwill is
compared to the recoverable amount, which is the
higher of value in use and the fair value less costs of
disposal. Any impairment is recognized immediately
as an expense and is not subsequently reversed.

Trading rights

The Group’s intangible assets represent eligibility
rights to trade on or through the Stock Exchange
and on the Hong Kong Future Exchange
Limited. The trading rights are carried at cost
less accumulated amortization and accumulated
impairment losses.
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A MWW &M

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Intangible assets (continued)

2.7

(c)

(d)

Software

The software has a finite useful life and is carried at
cost less accumulated amortization and impairment.
Amortization is calculated using the straight-line
method to allocate the cost of software over its
estimated useful life from 5 to 10 years.

Contractual customer relationships

Contractual customer relationships acquired in a
business combination are recognized at fair value
at the acquisition date. The contractual customer
relationship have been identified previously to have
an indefinite useful life and such intangible assets
were not amortized but tested for impairment
annually individually (at the cash-generating unit
level). The management had reviewed the useful
life of the intangible asset to determine whether
indefinite life continue to be supportable at end of
the prior year.

The management of the Group considered to
change the expected useful life of the contractual
customer relationships from indefinite to 8 years.
The contractual customer relationships have a finite
useful life are carried at cost less accumulated
amortization. Amortization is calculated using the
straight-line method over the said expected useful
life of the customer relationships.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 EHZE_-Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8

2.9

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or
intangible assets not ready to use are not subject to
amortization and are tested annually for impairment.
Assets that are subject to amortization are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
An impairment loss is recognized for the amount by which
the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

Financial assets

Classification

The Group’s financial assets fall into the following
categories: at fair value through profit or loss and loans
and receivables. The classification depends on the
purpose for which the financial assets were acquired.
Management determines the classification of its financial
assets at initial recognition.

(a)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or
loss comprise financial assets held-for-trading.
A financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term or it is a derivative which is not
designated as a hedging instrument. Assets in this
category are classified as current assets if expected
to be settled within 12 months; otherwise, they are
classified as non-current.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.9 Financial assets (continued)

Classification (continued)

(b)  Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for the amounts that are
settled or expected to be settled more than 12
months after the end of the reporting period. These
are classified as non-current assets. The Group’s
loans and receivables comprise “trade receivables”
and “deposits and other receivables” and “loans
and receivables” in the consolidated statement of

financial position.

Recognition and measurement

Regular way purchases and sales of financial assets are
recognized on the trade-date — the date on which the
Group commits to purchase or sell the asset. Investments
are initially recognized at fair value plus transaction costs
for all financial assets not carried at fair value through
profit or loss. Financial assets carried at fair value through
profit or loss are initially recognized at fair value, and
transaction costs are expensed in the consolidated
statement of profit or loss and other comprehensive
income. Financial assets are derecognized when the
rights to receive cash flows from the investments
have expired or have been transferred and the Group
has transferred substantially all risks and rewards of
ownership. Loans and receivables are subsequently
carried at amortized cost using the effective interest

method.

Gains or losses arising from changes in the fair value of
the “financial assets at fair value through profit or loss”
category are presented in the statement of profit or loss
within “Other income and net losses” in the period in
which they arise. Dividend income from financial assets
at fair value through profit or loss is recognized in the
statement of profit or loss as part of other income when

the Group’s right to receive payments is established.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 EHZE_-Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the Statement of Financial Position
when there is a legally enforceable right to offset the
recognised amount and there is an intention to settled
on a net basic or realise the assets 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.

Impairment of financial assets

Assets carried at amortized cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset
or group of financial assets is impaired. A financial asset
or a group of financial assets is impaired and impairment
losses are incurred only if there is objective evidence
of impairment as a result of one or more events that
occurred after the initial recognition of the asset (a “loss
event”) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter
bankruptcy or other financial reorganization, and where
observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate
with defaults.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11

2.12

Impairment of financial assets (continued)

Assets carried at amortized cost (continued)

For loans and receivables category, the amount of the
loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognized in the
statement of profit or loss. If a loan has a variable interest
rate, the discount rate for measuring any impairment
losses is the current effective interest rate determined
under the contract. As a practical expedient, the group
may measure impairment on the basis of an instrument’s
fair value using an observable market price.

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognized (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognized
impairment loss is recognized in the statement of profit or
loss. A reversal of an impairment loss shall not result in
the asset’s carrying amount exceeding that which would
have been determined had no impairment loss been
recognised in prior years.

Inventories

Inventories are stated at the lower of cost and net
realizable value. Cost is determined using the first-
in, first-out (FIFO) method for the commodities finished
goods and the weighted average method for the student
cards and school safety products. The cost of finished
goods is arrived at based on purchase cost. It excludes
borrowing costs. Net realizable value is the estimated
selling price in the ordinary course of business, less
applicable variable selling expenses.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—XF+-_A=Z+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13

2.14

2.15

2.16

Trade and other receivables

Trade receivables are amount due from customers for
merchandise sold or services performed in ordinary
the course of business. If collection of trade and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognized initially at
fair value and subsequently measured at amortized cost
using the effective interest method, less provision for
impairment.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months
or less.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of
business from suppliers. Trade payables are classified as
current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business if longer).
If not, they are presented as non-current liabilities.

Trade payables are recognized initially at fair value and
subsequently measured at amortized cost using the
effective interest method.
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For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17

2.18

Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortized cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognized in the consolidated statement of profit
or loss and other comprehensive income over the period
of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.

General and specific borrowing costs directly attributable
to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognized in profit or loss
in the period in which they are incurred.

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor
fails to make payments when due in accordance with the
terms of a debt instrument.

Financial guarantee contracts issued by the Group are
initially measured at their fair values and, if not designated
as at fair value through profit and loss, are subsequently
measured at the higher of:

° the amount of the obligation under the contract, as
determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

° the amount initially recognized less, where
appropriate, cumulative amortization recognized in
accordance with HKAS 18 Revenue.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EEEHHERME£2)
POLICIES (continued)
2.19 Current and deferred income tax

2.19 BHIRIBEEFRRSH

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the consolidated
statement of profit or loss and other comprehensive
income, except to the extent that it relates to items
recognized in other comprehensive income or directly
in equity. In this case the tax is also recognized in other
comprehensive income or directly in equity, respectively.

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the end of the reporting period in the countries where
the Company’s subsidiaries and associates operate
and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate
on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognized, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. However,
deferred tax liabilities are not recognized if they arise from
the initial recognition of goodwill, the deferred income tax
is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws)
that have been enacted or substantively enacted by
the reporting period and are expected to apply when
the related deferred income tax asset is realized or the
deferred income tax liability is settled.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.19 Current and deferred income tax (continued)

Deferred income tax (continued)

Inside basis differences (continued)

Deferred income tax assets are recognized only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilized.

Outside basis differences

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in
subsidiaries and associates, except for deferred income
tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse
in the foreseeable future. Generally the Group is unable
to control the reversal of the temporary difference for
associates. Only when there is an agreement in place that
gives the Group the ability to control the reversal of the
temporary difference in the foreseeable future, deferred
tax liability in relation to taxable temporary differences
arising from the associate’s undistributed profits is not
recognized.

Deferred income tax assets are recognized on deductible
temporary differences arising from investments in
subsidiaries and associates only to the extent that it
is probable the temporary difference will reverse in the
future and there is sufficient taxable profit available
against which the temporary difference can be utilized.

Offsetting

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable
entity or different taxable entities where there is an
intention to settle the balances on a net basis.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—XF+-_A=Z+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Employee benefits

(a)

Pension obligations

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on
a percentage of the employees’ basic salaries
and are charged to the consolidated statement
of profit or loss and other comprehensive income
as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
scheme are held separately from those of the
Group in an independently administered fund. The
Group’s employer contributions vest fully within
the employees when contributed into the MPF
Scheme, except for the Group’s employer voluntary
contributions, which are refunded to the Group
when the employee leaves employment prior to
the contributions vesting fully, in accordance with
the rules of the MPF Scheme. During the reporting
period, the total amount of forfeited contributions,
which arose upon employees leaving the MPF
Scheme and available to reduce the contribution
payable in future years was nil (2015: Nil).

Retirement benefits to employees in the PRC are
provided through a defined contribution plan.
The Group is required to participate in a central
pension scheme operated by the local municipal
government. The Group is required to contribute
certain percentage of its payroll costs to the
central pension scheme. The contributions are
charged to the consolidated statement of profit
or loss and other comprehensive income as they
become payable in accordance with the rules of the
central pension scheme. The Group has no legal or
constructive obligations to pay further contributions
after payment of the fixed contribution.
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A MWW R MR

For the year ended 31 December 2016 #HZE_—Z

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Employee benefits (continued)

(b) Share-based compensation

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of
the employee services received in exchange for the
grant of the options is recognized as an expense.
The total amount to be expensed is determined by
reference to the fair value of the options granted:

° including any market performance conditions
(for example, an entity’s share price);

o excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets and
remaining an employee of the entity over a

specified time period); and

° including the impact of any non-vesting
conditions (for example, the requirement for

employees to save).

Non-market performance and service conditions
are included in assumptions about the number of
options that are expected to vest. The total expense
is recognized over the vesting period, which is
the period over which all of the specified vesting

conditions are to be satisfied.

At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on the non-marketing
performance and service conditions. It recognizes
the impact of the revision to original estimates,
any, in the consolidated statement of profit or loss,
with a corresponding adjustment to equity.

First China Financial Network Holdings Limited | Annual Report 2016

—RE+ZA=+—HLFE

2.

HEBEME (&2)

2.20 EE#®H (£)

(b)

BRo#HE

REBREZENARLAGER
A B A S22 Fh (B AL &I o
REZFTE FHERE
SREMERZRBAER
AEEESTA (BRiE) 2
RE-UELBREFE/SN
EBmESZEEBRSG 2
BB RS AR
SERRLBEREZATE

s BHRHEAEMMHERIAK
(Pl — 1B & 8 2 Ik
&) :

o THIEEMRELIET
HRIB 2 HBGEE (H
WMAEFRE N  HEBR
EIE R — B R [
NEr W%EMEﬁ
BE)Z&E:

o BIRITMIEFBIEMH
T2 (fINEERE
RIE) o

Z
Z

WIEL B RSB B RE
ZHEZERE Gt AFED
BIHERIR R IR G B
XHEERNRBHEER M
BEAEAMEMERER
J& 151 2 HARE -

7,3*

BREMEERE  AE
Ee R R EMHREA LR
RIFEFT R A A A BB
ZEBEEHE KRB
RHESRERETRA MG
ZRE(WA) UshEmlE
HAE R -

-



NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Employee benefits (continued)

(b)

(c)

Share-based compensation (continued)

In addition, in some circumstances employees may
provide services in advance of the grant date and
therefore the grant date fair value is estimated for
the purposes of recognizing the expense during the
period between service commencement period and
grant date.

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs are
credited to share capital.

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 recognized over the vesting
period as an increase to investment in subsidiary
undertakings, with a corresponding credit to equity
in the parent entity accounts.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The Group recognizes termination benefits
at the earlier of the following dates: (a) when the
group can no longer withdraw the offer of those
benefits; and (b) when the entity recognizes costs
for a restructuring that is within the scope of HKAS
37 and involves the payment of termination benefits.
In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured
based on the number of employees expected to
accept the offer. Benefits falling due more than 12
months after the end of the reporting period are
discounted to their present value.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21

2.22

Provisions

Provisions are recognized when the Group has a present
legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognized for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognized even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts returns and
value added taxes. The Group recognizes revenue when
the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group’s activities, as described below:

(@) Commission income from securities and futures
brokerage is recognized on a trade date basis.

(b)  Commission income from precious metal brokerage
is recognized on a trade date basis.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—XF+-_A=Z+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Revenue recognition (continued)

(c)

(d)

Service income are recognized when the relevant
services have been rendered.

Realized gains or losses on spot trading on precious
metal contracts are recorded on a trade date basis
whilst unrealized fair value gains or losses are
recognized by translating the contract amounts at
the prices ruling at the end of each reporting period.

Realized fair value gains or losses on securities
trading are recorded on a trade date basis whilst
unrealized fair value gains or losses are recorded on
change in fair value on the reporting period.

Interest income is recognized using the effective
interest method. When a loan and receivable is
impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future
cash flow discounted at the original effective interest
rate of the instrument, and continues unwinding
the discount as interest income. Interest income on
impaired loans and receivables is recognized using
the original effective interest rate.

Dividend income is recognized when the right to
receive payment is established.

Revenue from sales of goods is recognised upon
transfer of significant risk and rewards of ownership,
which generally coincides with the time when the
goods are delivered and the title has passed to the
customers.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2, FEEHBRBE (&)

POLICIES (continued)

2.23 Leases 2.23 A%
Leases in which a significant portion of the risks and RL¥EB 2 BRI R KB H
rewards of ownership are retained by the lessor are REAAREZHLY B LS
classified as operating leases. Payments made under Ay -RELEHNIH2ES
operating leases (net of any incentives received from the (EHkrE ETH/\%ZHXZET—Hﬁﬁ
lessor) are charged to the consolidated statement of profit &) RESEINEERAEESE
or loss and other comprehensive income on a straight-line Bk EME2EKRARTTHE-

basis over the period of the lease.

2.24 Related parties 224 HREAT
A party is considered to be related to the Group if: MWTATHERBHEASEEHE
i -
(a) A person or a close member of that person’s family (a) .:Z}\iﬁ?"’\L/(TﬂmWE’U/\

and that person

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iiiy is a member of the key management personnel

of the Group or of a parent of the Group;

(b)  An entity is related to the group if any of the (b)
following conditions applies:

()  the entity and the Group are members of the
same group;

(i) one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(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;
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.24 Related parties (continued)

(b)  (continued)

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

(vi)  the entity is controlled or jointly controlled by a
person identified in (a); and

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

(viii) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the group or to the
group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors
The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, price risk, fair
value interest rate risk, and cash flow interest rate risk),
credit risk and liquidity risk. The Group’s overall risk
management program focuses on the unpredictability of
financial markets and seeks to minimize potential adverse
effects on the Group’s financial performance.
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B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

3.

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (continued)
(a) Market risk

3.1

(1)

(i)

Foreign exchange risk

Transactional currency exposures arise from
the sales or purchase by operating units
in currency other than the unit’s functional
currency. The Group’s exposure to foreign
currency risk is minimal as almost all of the
Group’s revenue and costs of the operating
units are denominated in the HK$ and RMB,
the respective functional currency of the Group
entities, with most of the group’s monetary
assets, liabilities are principally denominated
in the respective functional currencies of HK$
and RMB. The Group manages the foreign
exchange exposure arising from its normal
course of business activities and investments
in foreign operations by funding its local
operations and investments through cash
flows generated from business transactions
locally. The Group currently does not have
a foreign currency hedging policy. However,
the management monitors foreign exchange
exposure closely and will consider hedging
significant foreign currency exposure should
the need arise.

Price risk

The Group is exposed to equity price risk
arising from trading of listed equity securities
which are listed on the Stock Exchange of
Hong Kong. To manage its price risk arising
from the investments in equity securities, the
Group diversifies its portfolio. The sensitivity
analysis has been determined based on the
exposure to equity price risk.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—XF+-_A=Z+—HIFE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(a) Market risk (continued)

(i)

(i)

Price risk (continued)

At the end of the reporting period, if the
quoted market prices of the trading securities
had been 5% higher or lower while all other
variables were held constant, the Group’s net
loss for the year would decrease or increase
by approximately HK$3,198,000 (2015:
HK$10,098,000) as a result of changes in fair
value of securities held for trading.

Cash flow and fair value interest rate risk

During the years ended 31 December 2016
and 2015, the Group is exposed to cash
flow interest rate risk due to the fluctuation
of the prevailing market interest rate on bank
deposits and borrowings which carry prevailing
market interest rates. The directors considered
that the Group’s income and operating cash
flows are substantially independent of changes
in market interest rates.

As at 31 December 2016 and 2015, the
Group’s cashflow interest rate risk relates
primarily to its variable bank deposits and
borrowings. The Group currently does not use
any derivative contracts to hedge its exposure
to interest rate risk. However, management
will consider hedging significant interest rate
exposure should the need arise.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

3.

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (continued)
(a) Market risk (continued)

3.1

(i)

Cash flow and fair value interest rate risk
(continued)

As at 31 December 2016 and 2015, if interest
rates on the bank borrowings had been
decreased/increased by 50 basis points
with all other variables held constant, the
Group’s post-tax loss for the years ended 31
December 2016 and 2015 would decrease/
increase by approximately HK$36,000 and
HK$42,000 respectively.

As at 31 December 2016 and 2015, if
interest rates on the bank deposits had been
decreased/increased by 50 basis points
with all other variables held constant, the
Group’s post-tax loss for the years ended 31
December 2016 and 2015 would increase and
decrease by approximately HK$1,231,976 and
HK$1,256,218 respectively

As at 31 December 2016 and 2015, the Group
is exposed to the fair value interest rate risk
relating to the loans and receivables. However,
the Directors consider the repayable term of
the loans and receivables is within one year,
therefore, the fair value interest rate risk is
immaterial.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b)

Credit risk

The Group reviews the recoverability of its financial
assets periodically to ensure that potential credit
risk of the counterparty is managed at an early
stage and sufficient provision is made for possible
defaults. In addition, receivable balances are
monitored on an ongoing basis and the Group’s
exposure to bad debts is not significant.

The credit risk of the Group’s financial assets
relate mainly to cash and cash equivalents, trade
and other receivables, loans and receivables
and amounts due from former Directors. It arises
from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these
instruments. Management has a credit policy in
place and the exposures to these credit risks are
monitored on an ongoing basis.

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluations focus on the customer’s past history of
making payments when due and current ability to
pay, and take into account information specific to
the customer as well as pertaining to the economic
environment in which the customer operates.
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

A MWW R MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

3.

FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(b) Credit risk (continued)

At the end of the reporting period, the Group
has certain concentrations of credit risk as
approximately 32% (2015: 31%) and 88% (2015:
89%) of the Group’s trade receivables were due
from the Group’s largest trade debtor and the
five largest trade debtors respectively within the
Brokerage and securities margin financing services
segment. However, the directors of the Company
consider the credit risk is limited since the Group
has held certain listed equity securities of clients as
collateral over these receivables. Further quantitative
data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in
Note 22 to the consolidated financial statements.

(c) Liquidity risk

Ultimate responsibility for liquidity risk management
rests with the board of directors. The Group
manages liquidity risk by maintaining adequate
reserves and reserve borrowing facilities, by
continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial

assets and liabilities.

At 31 December 2016, the Group had borrowings
with carrying amounts of approximately
HK$8,555,000 (2015: HK$10,494,000) (Note 30).
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

3. FINANCIAL RISK MANAGEMENT (continued)

3.1
(c)

3. MEBEREE (&

Bank loans with a repayment on demand clause are included in
the “on demand or within 1 year” time band in the above maturity
analysis. At 31 December 2016, the aggregate undiscounted
amounts of principal of the bank loans and interest thereon
amounted to HK$9,100,423 (2015: HK$11,327,654). Taking into
account the Group’s financial position, the directors do not believe
that it is probable that the banks will exercise their discretionary
rights to demand immediate repayment. The directors believe that
such bank loans will be repaid over a period of 4 (2015: 5) years in
accordance with the scheduled repayment dates set out in the loan
agreements.

BENKEKXREEERQA

Financial risk factors (continued) 3.1 MBREKER (&)
Liquidity risk (continued) (c) HEELELE (&)
The maturity profile of the Group’s financial liabilities AEESRABERRE AN
as at the reporting period, based on the contractual FARIEA QRITIRA R B
undiscounted payments, was as follows: IR :
On demand Between Between Total Total
or within 1and 2 2and5 Over undiscounted carrying
1 year years years 5 years cash flow amount
BEX IR
HORME 1E26 2F5% 58L REeHBEHE BREE
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT
2016 —E-RE
Trade payables T8 55E 14,817,698 = = - 14,817,608 14,817,698
Other payables and ~ E BN FUAR
accruals JEFH R 2,168,841 - - - 21688M 2,168,841
Borrowings (Note) fE (i) 8,554,953 - - - 8554953 8,554,953
2015 —“Z2-If
Trade payables ENEZFE 16,681,530 - - - 16,681,530 16,681,530
Other payables and ~ E#EMFUAR
accruals JEET R 4,388,082 - - - 4,388,082 4,388,082
Borrowings (Note) RGBS 10,494,013 - - - 10,494,013 10,494,013
Note: BEE:

BEREREEGAZRITEELE
FREEI A D ATE A TR E sk DR
1F] 2HHBEN - R —~F
+-A=+—B RTEFLE K
R LBREEFEAH4A9,100,423
BT (T —AF:11,327,6548
L) i RAKBEZMBHRRIE B
FRERITTARATREITEH Z KA
BRIMIEE-EEHE ZERT
BEBREERGHTHZETERA
B R4E (22— F4F 54 ) AR
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

3.

FINANCIAL RISK MANAGEMENT (continued)
3.2 Capital management

Certain of the Group’s subsidiaries are regulated by the
SFC and are required to comply with certain minimum
capital requirements according to the rules of the SFC. In
addition, the Group’s objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders or issue new
shares.

The Group monitors its capital structure on the basis
of the debt-to-adjusted capital ratio. This ratio is
calculated as net debt divided by adjusted capital. Net
debt is calculated as total debt (including current and
non-current liabilities but excluding current or deferred
income tax liabilities as shown in the consolidated
statement of financial position) less cash and cash
equivalents. Adjusted capital comprises all components
of equity (including share capital and premium, reserves,
accumulated losses and non-controlling interests as
shown in the consolidated statement of financial position).
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NoTes 10 THE CoNSOLIDATED FINANCIAL STATEMENTS

A MWW &M

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital management (continued)
During 2016, the Group’s strategy was to maintain the
debt-to-adjusted capital ratio within 50%, which was
unchanged from 2015. The debt-to-adjusted capital
ratios as at 31 December 2016 and 2015 were as

3. MBEKRER (&)

3.2 EXEE(£&)
RNEBE T NFHRESTT
T-RAFNRE BIZABESY
KRR AR L R IES0% A o 1
*%—ﬁi&:%—£¢+:ﬂ

follows: =+ —HZEBEHEAERRALL
i
2016 2015
—E—RF —E—RF
HK$ HK$
#IT BT
Total debt BIETE 25,541,492 31,563,625
Less: Bank balances and cash, R TERERS
including bank trust BIERITELERRP
accounts (Note 27) (P 5E27) (254,996,438) (265,901,547)
Net debt B FE (229,454,946) (234,337,922)
Total equity I BE 469,037,421 730,716,364
Adjusted capital R Y N 469,037,421 730,716,364
Debt-to-adjusted capital ratio BB E L AERAR L X N/A FiEH N/A 78

3.3 Fair value estimation
The table below analyzes financial instruments carried at
fair value, by valuation method. The different levels have
been defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

° Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2).

3.3 AF{EZHE
TREHEETEDMARFHETE
ZEBMTR-ZFFJRZEELT:

e MHRBEEXBENEERMS
ZHE(CRERAE) (F—
ARx) e

. BEXBEBEUTERE (B
M (CREER)BR 28 A
BE(TRESF—RZRE)
(B=8R) -
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BB OR MR

For the year ended 31 December 2016 #HZE_—Z

3.

FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)
Inputs for the asset or liability that are not based
on observable market data (that is, unobservable

inputs) (level 3).

—RE+ZA=+—HLFE

MBEEER (&)
3.3 AF{EZME (&)
e HENABWIIFRIEAERE
2GR 2 A BE (&
FER 2B ASE) (F=

) e
Total Level 1 Level 2 Level 3
@t -1 -t ] £=4
HK$ HK$ HK$ HKS
BT BT BT BT
At 31 December 2016 RZF—7E
+=-A=+-H
Financial assets at fair value ZAFEFFABEZ
through profit or loss SREE (Hie4)
(Note 24)
- securities held for trading —H{EEEZE 5 63,967,620 63,967,620 - -
Contingent consideration ~ FEU sk A (B
receivable (Note 20) (B520) 29,441,448 - - 29,441,448
At 31 December 2015 RZE—-REF
+TZA=1+—H
Financial assets at fair value & AFEFFABZZ
through profit or loss SREAE (Mo4)
(Note 24)
- securities held for trading —H{EEEZE 5 201,969,810 201,969,810 - -
Contingent consideration ~ FEU sk AR (B
receivable (Note 20) (H5E20) 31,511,100 - - 31,511,100
As at 31 December 2016 and 2015, there were no ANZE—RFRZFT—RHF
transfers of fair value measurements between Level +ZA=+—H8 " F—HX
1 and Level 2 and no transfers into or out of Level _?&Zﬁaﬁlﬂﬁ&ﬂ 1B
3. rEER BE=ZRINET
EEEYNEE =T

Please refer to Note 20 for the changes in level 3
instruments for the year ended 31 December 2016

and 2015.
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3.

FINANCIAL RISK MANAGEMENT (continued)
3.4 Financial instruments by category

3.

MEREmER (&)
34 &MIASE

NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

2016 2015
—E—RE —E—RF
HK$ HK$
I 7T
Financial assets classified as loans R iE&R A MR HE
and receivables as per consolidated %8 AE & EUWHRTE 2
statement of financial position TREE
Statutory deposits and other assets (AT L& & E & E 1,059,936 2,304,395
Trade receivables FEWE 55 IB 14,550,089 9,800,843
Deposits and other receivables e R H bR IE 26,926,353 32,565,452
Loans and receivables B WRIE 33,530,283 19,518,345
Amounts due from former Directors [ UL Al (T & %= 3118 331,419 831,419
Bank balances and cash RITEBNIAS
including restricted cash (PREIREHRE) 254,996,438 267,717,342
331,394,518 332,737,796
Contingent consideration receivable [ Uk sk S K (B 29,441,448 31,511,000
Financial assets at fair value through & A F BT AEBZE 2
profit or loss SREE 63,967,620 201,969,810
424,803,586 566,218,606
Financial liabilities at amortized cost 4R & B ##A L 3R &
as per consolidated statements of & $5 K A I BR 2
financial position SRBE
Trade payables JETE 5508 14,817,698 16,681,530
Other payables and accruals H A pE S FROE N FE R FE 2,168,841 4,388,082
Borrowings EE 8,554,953 10,494,013
25,541,492 31,563,625

BENKPEKXREBERDA | ZB-REFER

1n7



118

NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

A MWW R MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgments 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 estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal 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
addressed below.

(a) Estimated useful lives of intangible assets
other than goodwill
The Group has significant intangible assets. The
Group is required to estimate the useful lives of
intangible assets, in order to ascertain the amount
of amortization charges for each reporting period.

(b) Impairment of intangible assets other than
goodwill
The Group periodically reviews internal or external
resources to identify indications that the intangible
assets other than goodwill have suffered any
impairment in accordance with accounting policy
stated in Note 2.8. If the recoverable amount of
an intangible asset is estimated to be less than
its carrying amount, the carrying amount of the
intangible asset is reduced to its recoverable
amount. The assessment of the recoverable amount
requires the use of estimates and assumptions.

(c) Impairment of trade and other receivables

The Group’s management determines the
impairment of trade and other receivables on
a regular basis. This estimate is based on the
credit history of its customers and current market
conditions. Management reassesses the impairment
of trade and other receivables at the end of the
reporting period.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

4. CRITICAL ACCOUNTING ESTIMATES AND

JUDGMENTS (continued)

4.1 Critical accounting estimates and assumptions
(continued)
(d) Impairment of interests in associates

(e)

()

Determining whether interests in associates are
impaired requires an estimation of the recoverable
amounts of the interests in associates, which
represent the value of the assets and liabilities as at
31 December 2016 estimated on a realization basis.

Estimated useful lives and impairment of
property, plant and equipment

The Group has significant property, plant and
equipment. The Group is required to estimate the
useful lives of property, plant and equipment in order
to ascertain the amount of depreciation charges for
each reporting period.

The useful lives are estimated at the time of
purchase of these assets after considering business
developments and the Group’s strategies. The
Group performs annual reviews to assess the
appropriateness of the estimated useful lives.
Such review takes into account any unexpected
adverse changes in circumstances or events,
including declines in projected operating results,
negative industry and economic trends. The Group
extends or shortens the useful lives and/or makes
impairment provisions according to the results of the
review.

Income taxes

The Group is subject to income taxes in certain
overseas jurisdictions and Hong Kong. Significant
judgment is required in determining the provision
for income taxes. There are many transactions and
calculations for which the ultimate tax determination
is uncertain during the ordinary course of business.
The Group recognizes liabilities for anticipated tax
issues based on estimates of whether additional
taxes will be due. 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 are made.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

4.1

Critical accounting estimates and assumptions

(continued)

(9)

(h)

Fair value of contingent consideration
receivable

The Directors of the Company use their judgment
in selecting appropriate valuation techniques for
contingent consideration receivable. A probability
model was used by market practitioners, has been
applied for estimating the fair value of contingent
consideration receivable. The estimation of fair
values of the contingent consideration receivables
are derived after taking into account the input and
parameters, such as the range of profits shortfall
and its probabilities and the Company’s shares price
at the end of reporting period.

Share-based payments

Estimating fair value for share-based payment
transactions requires determination of the most
appropriate valuation model, which depends on the
terms and conditions of the grant. This estimate
also requires determination of the most appropriate
inputs to the valuation model including the expected
life of the share option or appreciation right, volatility
and dividend vyield and making assumptions about
them. The Group use a binomial model for new
share options scheme to measure the fair value
of equity-settled transactions with employees at
the grant date. The assumptions and models used
for estimating fair value for share-based payment
transactions are disclosed in Note 34.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4,
JUDGMENTS (continued)
4.2 Critical judgments in applying the company’s

EXEsH st R¥ER (&2)

42 ERAASETBREELZE

accounting policies

Determining the basis on impairment made on the
interests in associates

The Group has made substantial investments in
associates. The Group conducts impairment reviews
of these assets whenever events or changes in
circumstances indicate that their carrying amounts may
not be recoverable.

During 2016, after reviewing the business environment
and past performance of the investments, management
considers there were impairment for two PRC associates
of HK$1,028,594 (Note 19) due to the continuing
suspension of business of those associates during the
year.

As the commodities trading policies review conducted
by the government of Qianhai, there was a temporary
suspension on the business operation of Qianhai First
China, an associate of the Group, in prior year. The
review was still not completed as at the end of the
current reporting period and therefore the business
operation of Qianhai First China has not yet resumed. The
management of the Group considered the recoverable
amount of the interests in such associate would be the
present value of the associate’s assets and liabilities at
the end of the reporting period on a realization basis,
assuming the suspension will be continued. As the
carrying amount of the interests in such associate after
sharing its current year’s profits or loss is lower than its
recoverable amount, the management considered it was
not necessary to make further impairment on it.
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5. REVENUE Yy 25
An analysis of the Group’s revenue for the year is as follows: REBEBXRFEHREITAT
2016 2015
—E—REF —RF
HK$ HK$
#IT BT
Commission income from securities FHELMHBELLHASBA
and futures brokerage 659,425 2,287,814
Commission income from EeBEREsIA
precious metals brokerage 1,028,710 8,315,753
Spot trading profits on ECBREAHNRZFEFE
precious metals contracts, net 511,054 11,249,982
Trading of electronic student cards and $HE B TFEEFEK
school safety products RE %2 Em 5,175,956 2,102,875
Interest income from clients REEFE ZFBWA 745,406 971,533
Consultancy fee income BB A WA 775,864 20,786,046
Revenue I = 8,896,415 45,714,003
Proceeds from trading of securities HEFEHFZMERA 37,995,615 113,135,894
Turnover =E 46,892,030 158,849,897
6. SEGMENT INFORMATION SERE

The chief operating decision-maker has been identified as the
executive directors (the “Executive Directors”) of the Company.
The Executive Directors review the Group’s internal reporting in
order to assess performance and allocate resources. Operating
segments were determined based on these reports.

The Group was organized into five operating divisions and
each of the operating divisions represented an operating and
reportable segment: (1) provision of brokerage and securities
margin financing services; (2) precious metals spot trading and
brokerage; (3) trading of electronic student cards and school
safety products; (4) trading and principal investments; (5)
provision of stock information and research services.

First China Financial Network Holdings Limited | Annual Report 2016

TEREARECERBERRR 2T
BEF([HTES]) PITEZEHR
FEZAHRE UARKRBEERSEE
R RBEZEmMEETEEDH -

$%ﬁ%£1lgkﬁ5?ﬂ B ERT
RE—ELERFATZ2HD B (NREL
KhEFRBCBERE: QEcBER
EXHREBRE QHEETBLERRRK
Bz2Em QWEENMAZERE: )
AR & A S B ST AR TS



6.

NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
A MWW &M

For the year ended 31 December 2016 EHZE_-Z

—RETZRA=+—RLEFE

SEGMENT INFORMATION (continued) 6. wipEHE(F
The segment information of the reportable segments for the BHE_Z-—R"FT-_A=1T—HLFE
year ended 31 December 2016 is as follows: Z—Jiﬁi PEb 2 D EPE R
Brokerage Trading of Provision of
and electronic stock
securities Precious student information
margin metals spot cards and Trading and and
financing trading and  school safety principal research
services brokerage products  investments services Total
SLRES HEEY Rt
RESHE ESERE S4EERRE BER REENR
FR# RHREL RRER BERE ik h
HKS$ HK$ HK$ HK$ HK$ HK$
fioo fioo fioo fioo v BT
Segment revenue from external IAEP D HMA
customers 1,404,831 1,539,764 5,175,956 - 775,864 8,896,415
Other income and loss, AHFANEBUAREEFE
net by segment 100,957 92,974 354,944 (95,311,974) 2,448,383 (92,314,716)'
Segment results PEEE (4,093,016) (2,009,354)  (113,390,780)  (102,586,026) (6,888,117)  (228,967,293)
Net unallocated expenses KARFAFE (8,180,739)
Other income and loss, net Hi AR BB ZE 226,390 '
Finance costs BEMRA (289,184)
Interest income L ON 431,944 1
Share of loss of associates EEBENFEE (8,928,647)
Impairment loss of interests REERAER 2 AERR
in associates (1,028,594)
Loss before income tax BEERAEE (246,736,123)
Income tax income FEHEA 1,832,574
Loss for the year FREE (244,908,549)
1 Equivalent to the total balances stated in Note 7 ! B3P 57 2 4B FE AR F
BENLAREXEEERAT | —E—~EFR
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SEGMENT INFORMATION (continued) SEERE (£)
The segment information of the reportable segments for the BHE_ZT-—hF+T-_A=1T—HLFE
year ended 31 December 2015 is as follows: ZAMEDBZ A RERAT :
Brokerage Trading of Provision of
and electronic stock
securities Precious student information
margin metals spot cards and Trading and and
financing trading and school safety principal research
services brokerage products investments services Total
BRRES HETT Rt
RESBE ESBRE Z2EERNA EER REEAR
5 RHRER Z2EM BERE HERH Eb
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT
Segment revenue from external IREPAHHRA
customers 3,269,347 19,665,735 2,102,875 - 20,786,046 45,714,003
Other income and loss, BABHHEEAREEFE
net by segment 1,006,107 45,929 718,448 (24,639,316) 3,319,672 (19,537,925)"
Segment results PHEE (1,529,070) 4,525,441 (57,921,198)  (29,409,044) 12,976,407 (71,357,464)
Net unallocated expenses FERZFE (18,235,087)
Other income and loss, net ERAREEEE 554,814 1
Finance costs BERA (344,576)
Interest income FEKA 508,432 "
Share of profit of associates FEGEEARNE 37,554,513
Impairment loss on interests REERAERHESR
in assoclates (5,059,075)
Loss before income tax BEGHAES (56,378,443)
Income tax expense FERRAX (4,669,317)
Loss for the year FRER (61,047,760)
The measure used for reporting segment profits or losses is RArRERE -E‘ BN HEEE 275 B
adjusted losses before interest and taxes. To arrive at adjusted FIERBIBRICHAREE - BEILH
losses, the Group’s losses are further adjusted for items not BEE5iE $’$ EZEBEETRETE
specifically attributed to individual segments, such as share of RERDECEBEERE—TAZE I

profits or losses of associates, impairment loss on interests in
associates and head office or corporate administration costs.

In addition to receiving segment information concerning
adjusted losses before interest and taxes, management is
provided with segment information concerning revenue, interest
income and finance costs from borrowings, share of profits
or loss of the associates and impairment loss on interests in

associates.

! Equivalent ot the total balances stated in Note 7
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SEER ()
BE_T—AF+-A=+—BLFE
ZHHHERMT :

6. SEGMENT INFORMATION (continued) 6.
Other segment information for the year ended 31 December
2016 is as follows:

Brokerage Trading of
and electronic Provision of
securities Precious student stock
margin metals spot cards and Trading and information
financing trading and  school safety principal  and research
services brokerage products investments services Unallocated Total
BERES HEEY R
RiELmE ELRRE BEERKE BER REEAR
BR% RHREL R2ER BERE MR RHE @zt
HK$ HK$ HK$ HK$ HK$ HK$ HK$
T T i i b AL o
Addition to property, plant nE BRRZERE
and equipment - 235,824 2,640,371 - 54,003 60,022 2,990,220
Depreciation and amortization REREH - 718,418 21,299,187 279,800 271,693 1,502,651 24,071,749
Impairment of intangible assets EFEERE - - 122,686,950 - - - 122,686,950
Change in fair value of contingent BRI AREZATFELH
consideration receivable - - 140,880 - = - 140,880
Fair value losses on securities trading 4+ EE 2 AL EEE - - - 30,108,514 = - 30,108,514
Other segment information for the year ended 31 December He—Z2—HAF+-_A=T—HIHFE

2015 is as follows:

ZEMDEBERDT

Brokerage Trading of
and electronic Provision of
securities Precious student stock
margin metals spot cards and Trading and information
financing trading and school safety principal and research
services brokerage products investments services Unallocated Total
B RER HEET b3
RECRE BESERE BEERRE EER REEAR
MR RHREE ZREM BERE HERSE RAR st
HKS HKS HKS HKS HKS HKS HKS
B BT BT BT AL B BT
Addition to property, plant nE EEREERE
and equipment - - 3,775,072 150,000 3,371 28,089 3,956,532
Depreciation and amortization FERER 20,971 853,381 4,324,117 313,860 358,968 1,664,373 7,535,670
Impairment of intangible assets EMEERE - - 93,191,960 - - - 93,191,960
Change in fair value of contingent B AREZ A FELEH
consideration receivable - - 27,278,678 - - - 27,278,678
Fair value losses on securities trading 5 E &z A TEEBE - - - 32,641,510 - - 32,641,510
BEMRPAKXREBERLA | —T—REFH
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6. SEGMENT INFORMATION (continued) 6.
The segment assets and liabilities as at 31 December 2016

and 2015 are as follows:

BEEF (£E)
RZE—RER-Z

T —-—RAF+=A

—t+t—HHOSHXEERBENOT:

Segment assets 2016 2015
SEEE —E—RE ZE—RF
HK$ HK$
AT & TT
Brokerage and securities margin B RFEHFRE BB RS
financing services 44,961,059 56,152,709
Precious metals spot trading and EeBRERZ LKL
brokerage 18,646,616 22,830,383
Trading of electronic student HEETELEER
cards and school safety products REZ2Em 41,886,646 188,573,243
Trading and principal investments EENBEKRE 125,881,078 216,716,425
Provision of stock information and REREENRHATRSE
research services 72,197,138 85,343,014
303,572,537 569,615,774
Interests in associates REtERNF 2w 34,944,709 47,942,898
Unallocated ROED 161,866,367 184,708,031
Consolidated assets mARBE 500,383,613 802,266,703
Segment liabilities 2016 2015
SBERE —T—-RE —T—RF
HK$ HK$
T T
Brokerage and securities margin KERBHRESHERE
financing services 15,010,828 17,272,918
Precious metals spot trading and BEeBRERHRELRL
brokerage 301,625 1,403,275
Trading of electronic student HEETFELEBEIRBEL2EM
cards and school safety products 368,761 33,137,316
Trading and principal investments EENBERE 69,154 194,076
Provision of stock information and REBREEMRHARRE
research services 323,271 337,867
16,073,639 52,345,452
Unallocated vl 15,272,553 19,204,887
Consolidated liabilities maBE 31,346,192 71,550,339
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SEGMENT INFORMATION (continued)

Segment assets consist primarily of property, plant and
equipment, intangible assets, statutory deposits and other
assets, contingent consideration receivable, inventories, trade,
and other receivables, deposits, loan receivables, financial
assets at fair value through profit or loss and bank balances and
cash.

Segment liabilities consists primarily of trade payables, other
payables and accruals, current income tax payables and

deferred income tax liabilities.

The Group mainly operates in Hong Kong and the PRC.

6.

SEEHE (&)

DHMEETZBEYE HELRE
BREE TR NEMBEE BK
HARE FE EBREZRANEM
BUWHE e BEEFR RAFE
AAABRZEMEENNMRITESR MR

DHBEIERRENEZREA  Hit
FERRIENEER  BABEIHMEHR
FMIEEFRBHARE-
ZN

SEIERFERTEEE -

2016 2015
—E—REF —ET—HF
HK$ HK$
#IT BT

Revenue W #5
Hong Kong &5 1,404,831 3,259,347
The PRC s 7,491,584 42,454 656
8,896,415 45,714,003

Other income and net loss Htr N RiFEE
Hong Kong BB
The PRC =

(94,933,943)
3,277,561

(22,888,128)
4,413,449

(91,656,382)

(18,474,679)
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6.

SEGMENT INFORMATION (continued) SEERE (£)
Revenue from external customers are allocated based on the KAINATL ZWAREFATENEE
geographic areas in which the customer is located. e
2016 2015
—E—RE —E—RF
HK$ HK$
I 7 TT
Specified non-current assets SHEEREEE
Hong Kong B 31,430,967 33,315,851
The PRC s 41,302,165 200,294,005
72,733,132 233,609,856

Interest in associates are allocated based on the location of
operations, property, plant and equipments, intangible assets,
statutory deposits, deposit paid and other assets are allocated
based on where the assets are located.

Information about major customers

During the year, one of the customers located in the PRC
accounted for 50.3% of the Group’s revenue in amount
of HK$4,475,784, which was from segment of trading of
electronic student cards and school safety products.

During 2015, one of the customers, located in the PRC
accounted for 43.5% of total revenue of the Group in the
amount of HK$19,905,079, which was from the segment of
provision of stock information and research services).
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For the year ended 31 December 2016 EHZE_-Z

OTHER INCOME AND LOSS, NET 7. HWAREBGERE
2016 2015
— NI —E—FF
HK$ HK$
T BT
Other income Hidg A
CCASS fee income FRESZGERRA 16,703 42,160
Handling fee income FEBWA 42,679 66,152
Interest income on bank deposits RITF A F B A 558,706 323,632
Other interest income’ E b F B 3,100,262 3,863,710
Dividend income % B U A 6,146,271 3,252,448
Sundry income FMIEWA 828,632 1,701,082
10,693,253 9,249,184
Other loss, net HiEsEEE

Financial assets at fair value through
profit or loss (Note 24)
— Fair value losses on securities

BAFEFABZZEREE

(Kt5E24)
—EBAEREZ N FEEIRE?

trading? (30,108,514)  (32,641,510)
- Realized (losses)/gains —HEBHFZEER
on trading of securities? (B8) = (71,729,841) 4,293,289
— Exchange gain —E = 226,392 559,689
— (Loss)/gain on disposal of property, —HEMHE KRR RENE
plant and equipment (BR) M= (240,536) 135,000
— Written off of property plant and —WnE - HES MR B
equipment (497,136) (70,331)
(102,349,635)  (27,723,863)
(91,656,382) (18,474,679

The other interest income of the Group are arising from the loan

receivables. Included in the other interest income of the Group for the

A ) E A F AR B IR R
BEE—_Z-AFt-_A=t—HLFEZ

NE

year ended 31 December 2015 was the HK$496,120 results from the
court judgments on interest compensations from the Company’s former
Directors. Please refer to Note 26 for details of the court judgments.

“Other loss, net” includes realized and unrealized gains or losses on
securities classified as held for trading. In previous years’ consolidated
financial statements, realized gains on securities classified as held for
trading were included as revenue of the Group. Comparative figures in the
consolidated statement of profit or loss and other comprehensive income
have been restated to conform with current year’s classification.

HpF B WA BEERAARAAMEES
ZFBAHE R 2 AR € §496,1208 T ©
BEERFR 2 F15 - F2BHTRE26 -

[EMEEFE BRI EARBEERZE
FHEEREAZERWERER REF
MG BHRET DERBEEEZES
M ERREWA RAREWE - RA B
REMEERARXRANATLEREFELE

B ANEAFEZ DR
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8.

10.

First China Financial Network Holdings Limited |

FINANCE COSTS 8. RIERE
2016 2015
—E—RE —E—hHF
HK$ HK$
BT 78 T
Interest expenses on bank borrowings R{TER 2 F B 289,184 344,576
LOSS BEFORE INCOME TAX 9. KRFIBHAEE
2016 2015
—E—RE —E—RF
HK$ HK$
BT 78 T
Loss before income tax bR TS T AT &S 48 -
has been arrived at after charging: [ 15N =
Auditors' remuneration Z BB &
- audit services — B Z IR 450,000 450,000
— other services — b AR 5 70,000 190,000
Foreign exchange difference, net E X =5 FE (229,655) 331,121
Operating lease rentals in respect of A EWEZELAHA S
rented premises 4,790,470 6,934,846
Legal and professional fee FEEMBEEER 4,038,529 1,498,084
EMPLOYEE BENEFITS EXPENSES 10. EE®AMAX
2016 2015
—E—RF —T—hF
HK$ HK$
AT BT
Wages and salaries TERF & 20,466,921 31,935,969
Share options granted to BRTEENIEES 2 BIRE
Directors and employees 1,688,031 5,613,208
Pension costs RIS A
- defined contribution schemes —E MG 229,451 202,419
22,384,403 37,751,596
Less: Reversal of share option TR P B AR RE R W R
expenses upon the forfeiture BN
of share options (4,530,000) (5610,091)
Employee benefits expenses including EE®FFEY  BEEEMHE
Director’s remuneration 17,854,403 37,241,505

Annual Report 2016
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DIRECTORS’ AND CHIEF EXECUTIVE’S

4=

7 N =

1. EERIETHAENS

Pas

EMOLUMENTS
Year ended 31 December 2016 BE-_FT—RE+-A=+—BHLEE
Salaries, Employer’s
allowances, contributions
and benefits to pension
Name of Director Notes Fees in kind scheme Total
(Note (v))
e EMR BHEstEz
EEiE it = Lk =t kk EEHER @t
(FEEW)
HK$ HK$ HK$ HK$
BT BT BT BT
Executive Directors BITES
Mr. Wang Jiawei ITEREE(ERROTBER)

(Chairman and Chief Executive) - 1,800,000 18,000 1,818,000
Ms.Lai Yuk Mui REBLL - 600,000 18,000 618,000
Mr. Chen Li BhxE (i) 600,000 - - 600,000
Mr. Chen Li (Note) AL (B (i) - (4,530,000) - (4,530,000)
Non-executive Director ERTEE
Mr. Liu Runtong 2BEWELE - - = =
Mr. James Beeland Rogers Jr. James Beeland Rogers Jr. 5t 4 (v) - 1,688,031 - 1,688,031
Independent non-executive BIkpiTES

Directors
Professor Zhang Benzheng RAEHE 130,000 - - 130,000
Mr. Li Jianxing ZEALE 125,000 - - 125,000
Professor Chen Shu Wen TR S 120,000 - - 120,000

975,000 (441,969) 36,000 (569,031)
Note: As Mr. Chen Li resigned position of director and the vesting condition on Mia: ARBRAOSERTESBREREREZFE

share option has not been satisfied, his entitlement of the share option has

been forfeited and reversed through profit and loss during the year.

RIERIER B - R Ll R A ey i A0 &8
ANERRE R EREEED -
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11.

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

1. EEREFERTHAEME (&)

Year ended 31 December 2015 HE-_T—RAF+-_A=1+—HLEFE
Salaries, Employer’s
allowances,  contributions
and benefits to pension
Name of Director Notes Fees in kind scheme Total
(Note (v))
He R2MR RAEFHEZ
EdcEs it = ik Rk EEXHR mar
(W)
HK$ HKS HK$ HK$
BT BT BT BT
Executive Directors HITEE
Mr. Wang Wenming FXBEE (i - 2,411,905 15,000 2,426,905
Mr. Lee Yiu Sun TRMEE (ii) - 1,707,936 15,000 1,722,936
Mr. Wang Jiawei BREE (ZRROTRER)

(Chairman and Chief Executive) - 1,000,000 18,000 1,018,000
Mr. Haroon Hasan Haroon Hasan’t &£ (iif) 414,286 24,780 - 439,066
Mr. Chen Li BAh%E v) 1,200,000 2,336,382 - 3,536,382
Ms.Lai Yuk Mui BEguat (iv) - 250,000 7,500 257,500
Non-executive Directors FRTES
Mr. Liu Runtong 2BEWRELE - - - -
Mr. James Beeland Rogers Jr. James Beeland Rogers Jr. %t 4 - 3,276,826 - 3,276,826
Independent non-executive BIkpiTES

Directors
Professor Zhang Benzheng RAEHE 130,000 - - 130,000
Mr. Tony | Tong BEEE (i 90,755 - - 90,755
Mr. Li Jianxing FEKE 121,371 - - 121,371
Professor Chen Shu Wen R TR 120,000 - - 120,000

2,076,412 11,007,829 55,500 13,139,741
Notes: B 5
[0 Resigned on 1 July 2016. (i) RZZE—A"FtA—A#E-
(ii) Resigned on 22 September 2015. (ii) R-Z—RFAA-+—AET-
(iii) Resigned on 4 February 2015. (iii) RZE—RAF_ANHEHT-
(iv)  Appointed on 1 August 2015. vy RZT—RAFNA—BEZ#E-
(v) Benefits in kind include share options. During the year ended 31 (v) EMAmeEERE-BHE-Z— "k

December 2016 and 2015, 20,000,000 and 20,000,000 share options
with an aggregate fair value of HK$1,688,031 and HK$5,613,208 were
granted respectively by the Group to the Director of the Company under

the Company’s share option scheme.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

“Salaries, allowance and benefits in kind” paid to or for the
executive directors are generally emoluments paid in respect
of those persons’ other services in connection with the
management of the affairs of the Company and its subsidiaries.

During the year, no emoluments were paid by the Group to the
directors as an inducement to join or upon joining the Group
or as compensation for loss of office (2015: Nil). None of the
directors waived or agreed to waive any remuneration during
the year (2015: Nil).

FIVE HIGHEST PAID INDIVIDUALS

The five individuals whose emoluments were the highest in the
Group for the year include three (2015: five) directors of whose
remuneration are set out in Note 11.

During the year, no emoluments were paid by the Group to the
five highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office (2015:
Nil).

The aggregate of the emoluments in respect of the other two
(2015: Nil) individuals are as follows:

11.

12.

EFERIETHAEME (&)

ENHTEFTIRNTABRZ[FHE 2
MEEDNZ] —BRAMEZSFIALE
IR AR E N E B B AR R RO H A AR
PSS B &

FR AEETEMESIHEAME
YEAW S| N8 sk i I BB AN = BB 2 42 8
FSERBREE(ZSE—HE &) &
W ITEREERERRBERETAMNS
TR E)-

AEmEHAL
FAXAEBRERESFALTER=%
—E-RFRREF HEZME
MR -

FAAEETERNRARSHALX
HERMEERBRE B RN INBEARE
B BB SERBERAE (2T -5
FE) o

HiMe (ZF—0F: 8) AN
BEmT

2016 2015

—E—REF —E-RF

HK$ HK$

#IT BT

Salaries and other emoluments FehHEMME 5,160,000 -
Retirement scheme contributions RAREF B R 36,000 -
5,196,000 -

The emoluments of the two (2015: Nil) individuals with the
highest emoluments are within the following bands:

M (ZE—hF B)KSHFALTZH
SR TS E :

2016 2015

—E—RE —E—AF

Number of Number of

individual individual

HK$ 7 TT AE A
Nil to 1,000,000 = %1,000,0007 7T = -
1,000,001 to 2,000,000 1,000,001 7t £2,000,0007% 7T = -
2,000,001 to 3,000,000 2,000,001/ 7T 23,000,000/ 7T 2 -
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13.

INCOME TAX INCOME

Hong Kong Profits Tax has been provided at the rate of 16.5%
(2015: 16.5%) on the estimated assessable profit arising in or
derived from Hong Kong for the year. No provision for Hong
Kong Profits Tax has been made in the financial statements as
the Group incurred a tax loss for the year (2015: Nil). Taxation
on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing
in the countries in which the Group operates.

13.

FRrigBidt A

EENEHRAFEREBELENLR
BB 2 G ERBEFEIER £16.5%
TE—RF:16.5%)FTE-AAEE
FRESRBEEE BN ERIEHRE
REBFESRELBEBE(ZE—RF:
/) BINFIB B AN EBES AT
ERRERHERBZRE RFEMHTE
R EETE -

2016 2015
—E—RF —E—RF
HK$ HK$
I 7T
Current income tax: BNERFT1SHX
Current tax on profits for the year FEFE 2 BIEIF 18
- PRC Enterprise Income Tax —HFECEMSH - 563,302

Deferred tax income (Note 31):
Current year

R

EIEFTISH (BRE3T) ¢

(32,879,188) (19,191,975)

FTS B A

Income tax income

(32,879,188) (18,628,673)

Under the current general provision of the PRC enterprise
income tax law and published tax circulars, deferred taxation
has been provided for in the consolidated financial statements
in respect of the withholding tax that would be payable on
unremitted earnings of a PRC associate of the Group at
the rate of 10%. As at 31 December 2016 and 2015, the
deferred taxation provided for amounted to approximately
HK$2,333,085 (2015: HK$4,168,371). No deferred tax liabilities
have been recognized in respect of the unremitted earnings of
PRC subsidiaries because the Group is in a position to control
the dividend policies of these subsidiaries and it is probable
that such differences will not be reversed in the foreseeable
future.
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NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

INCOME TAX INCOME (continued) 13. Ffit ﬁl&)\( &)
The tax on the Group’s loss before income tax differs from WEAEARGAEE %ZJ%HTEZﬁbrﬁ
the theoretical amount that would arise using the tax rate KEIZ[“% Fr 1S %l Bl B 18 1 18 5 22
applicable to losses of the consolidated entities as follows: Bm e B AE -
2016 2015
—E—RE —hfF
HK$ HK$
& IT P TT
Loss before income tax B FT 15 74 A1 5 18 (277,782,737) (79,676,433)
Tax calculated at company’s domestic ¥z 2 & B RN & 16.5%
tax rate of 16.5% (2015: 16.5%) (ZE—AF:16.5%)
AEZHE (45,834,151) (13,146,611)
Tax effects of: UTIEE 2B E

— Different tax rates of subsidiaries

—REAM T/X%E%«MZ

operating in other jurisdictions B ARz TR E (12,935,058) (7,486,848)
- Income not subject to tax BARBTBA (1,107,133) (6,573,513)
- Expenses not deductible for — I E
tax purposes TR0 2 7,503,549 1,120,476
- Others —Hfb 22,417 807,994
— Unused tax losses not recognized —RERZADAHKER 19,778,241 4,075,673
- Tax loss not allowable —PNEFFR 2 HMIEEE 1,343,972 2,342,726
— Prior year’s tax losses utilized —FREAZBEFE
in this year W% EE = (4,089,450)
— (Reversal of)/provision of — (@#) FEIRBEMHE
withholding tax (1,651,025) 4,320,880
Income tax income P B A (32,879,188) (18,628,673)
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14. LOSS PER SHARE 14.
The calculation of the basic and diluted loss per share
attributable to owners of the Company are based on the
following data:

BixBHiE
ARREEAEETREARBTER
THIRIE A T EIREHE -

2016 2015
—E—RE —E—RF
HK$ HK$
I &I
Loss 518
Loss for the purposes of basic and ARETESRELRR
diluted loss per share HEEiEcEE (244,075,407) (62,850,046)
2016 2015
—F—F —E—RF
Number of shares v =]
Issued ordinary shares at 1 January R—A—ARKR+=ZA=+—8Z2
and 31 December BT EER 6,498,958,120 6,498,958,120

A ESRERAREEHEL
BERITEABNEFHH

Weighted average number of ordinary
shares in issue for calculating basic

and diluted loss per share (Note) (PF7E) 6,498,958,120  6,498,958,120
2016 2015

—E—REF —E—hF

HK$ HK$

T T

Loss per share BRERE (0.0376) (0.0097)
Diluted loss per share BREEEE (0.0376) (0.0097)

Note:

The computation of diluted loss per share for the years ended 31 December
2016 did not assume the exercise of the Company’s share options outstanding
during the year ended 31 December 2016 since their exercise would result in a
decrease in loss per share.
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

15. PROPERTY, PLANT AND EQUIPMENTS

A MW R M

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

15. Y% -HBRAE

Office
Plant and Land and Leasehold equipment Computer Motor
machinery buildings improvements and furniture equipment vehicles Total
BAE
HEREE tHREF HEWERE  RERERM R RE szt
HK$ HK$ HK$ HK$ HKS HKS$ HKS
BT BT BT BT BT BT BT
As at 1 January 2015 R=F-2%-A-H
Cost KA 638,274 40,327,455 4,438,435 17,392,893 942,201 7,143,603 70,882,921
Accumulated depreciation 2t E (138,859)  (6,317,967)  (2,826,547)  (13,329,203) (839,946) (4,833,303  (28,335,825)
Net book amount FHFE 499,415 34,009,488 1,611,888 4,063,690 52,255 2,310,360 42,547,096
Year ended 31 December 2015 HE-F-HF
+ZRA=t+-HLEE
Opening net book amount BNEAFE 499,415 34,009,488 1,611,888 4,063,690 52,255 2,310,360 42,547,096
Additions RE 311,311 . 108,593 3,386,628 - 150,000 3,956,632
Currency translation difference ~ E¥ERZH (19,386) - (44,629) (132,646) - (74,462) (271,129)
Disposals and written off HER#H - - - (57,354) - (12,977) (70,331)
Depreciation charge FERX (154,209)  (1,613,098)  (1,006431)  (1912,752) (33,034) (731,499)  (5,451,113)
Closing net book amount MEEEFE 637,041 32,396,390 669,421 5,347,566 19,221 1,641,422 40,711,061
As at 31 December 2015 R-F-ZE+-A=+-H
Cost AR 917,846 40,327,455 3,648,134 18,781,976 479,300 6,396,429 70,451,140
Accumulated depreciation RiE (280,805) (7,931,065) (2,878,713)  (13,434,410) (460,079) (4,755,007) (29,740,079
Net book amount RHFE 637,041 32,396,390 669,421 5,347,566 19,221 1,641,422 40,711,061
Year ended 31 December 2016 EHE=F—7%
+ZAZt-HLEE

Opening net book amount HREFE 637,041 32,396,390 669,421 5,347,566 19,221 1,641,422 40,711,061
Additions NE - - 235,824 2,694,374 60,022 - 2,990,220
Currency tranglation difference % E 528 (31,513) - (15,795) (266,383) - (56,401) (370,092)
Disposals and written off R - - (117,912 (587,186) - (128,647) (833,745)
Depreciation charge FERX (176,726) (1,613,099) (694,291) (3,524,959) (16,984) (683,507) (6,709,566)
Closing net book amount MREEFE 428,802 30,783,291 77,247 3,663,412 62,259 772,867 35,787,878
As at 31 December 2016 R=F-"E+=-A=+-8
Cost AR 861,157 40,327,455 952,626 14,926,695 539,322 5,642,314 63,249,569
Accumulated depreciation 2itheE (432,355) (9,544,164) (875,379)  (11,263,283) (477,063) (4,869,447)  (27,461,691)
Net book amount FHFE 428,802 30,783,291 77,247 3,663,412 62,259 772,867 35,787,878
Note: B &

As at 31 December 2016 and 2015, land and buildings in Hong Kong under
long lease with a carrying value of HK$30,783,291 (2015: HK$32,396,390) was

pledged to secure the bank borrowings of the Group (Note 30).

REZE—RERZT—RAF+-A=+—H8 RIE
REEHR BB RHAKREE /30,783,291 7T (=
T — A :32,396,3908 L) 2 L RIEFE AE
BEEAEE 2 RITEREER (KHIFE30) °
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16. INTANGIBLE ASSETS

16. B EE

Contractual
customer
Software Trading rights relationship Total
B XHE ANEFHR st
HK$ HK$ HK$ HK$
BT BT BT BT
As at 1 January 2015 R-F-HZE—-HF—H
Cost A 29,754,637 3,224,000 226,559,060 259,537,697
Accumulated amortization and ZEHEAERAE
impairment (90,474282)  (3,223,998) - (12,698,280)
Net book amount REFE 20,280,355 2 226,559,060 246,839,417
Year ended 31 December 2015 BE-S-1f
+ZHA=+-HILEE
Opening net book amount BREHE 20,280,355 2 226,559,060 246,839,417
Currency translation difference BREBER (934,878) - (7,976,520) (8,911,398)
Amortization charge (Notes (i, ii)) Bam s (BEEGi) (2,084,557) - - (2,084,557)
Impairment (Note (iii)) A (P EE i) - - (93,191,960) (93,191,960)
Closing net book amount R EREHE 17,260,920 2 125,390,580 142,651,502
As at 31 December 2015 R-ZB-"A£+-A=+-H
Cost AR 28,819,759 3,224,000 218,582,540 250,626,299
Accumulated amortization and ZEtEERAE
impairment (11,558,839)  (3,223,998)  (93,191,960) (107,974,797
Net book amount REFE 17,260,920 2 125,390,580 142,651,502
Year ended 31 December 2016 BE-FE-"E
+ZA=+—-HLEE
Opening net book amount HUEmEE 17,260,920 2 125,390,580 142,651,502
Currency translation difference BRABRER (314,888) - (2,287,479) (2,602,367)
Amortization charge (Notes (i, ii) BRE (M) (1,974,295) - (15387,888)  (17,362,183)
Impairment (Note (i) 1B (B3 Gii)) (14,971,737) - (107,715213) (122,686,950
Closing net book amount R EREHE - 2 - 2
As at 31 December 2016 RZB-R"E+=ZB=+-H
Cost B AR 26,528,746 3,224,000 201,996,340 231,749,086
Accumulated impairment losses ZETRERE (21,402,586) - (187,290,563)  (208,693,149)
Accumulated amortization BETH (5,126,160) (3,223,998)  (14,705,777)  (23,055,935)
Net book amount REFE - 2 - 2
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For the year ended 31 December 2016 HE—ZT— X F+-_A=Z+—HIFE

INTANGIBLE ASSETS (continued)

The amortization charge for the year is presented in
the consolidated statement of profit or loss and other
comprehensive income separately.

Notes:

(i) As at 31 December 2016 and 2015, the software mainly represents X £
BN RS FZ V2.0 (Registration No.: 2013SR144807), X 2 BRI
HHRHBFEEHV2.0 (Registration No.:2013SR144929), X £ 38 (7 IR
U EFV2.0 (Registration No:2013SR145090) and 2.4G A J& RFIDE BN E
M AR EF (Registration No:2014SR037656) with the estimated useful
life of 10 years.

(ii) The contractual relationships with customers were acquired through the
acquisition of FIITT K EBE I BR AR (transliterated as Shenzhen
Star Technology Co., Ltd) in previous year had been assessed to have
indefinite useful lives because of the unspecified contractual period and
the final school safety products are expected to be used continuously.
There was no foreseeable limit to the period over which the asset was
expected to generate net cash inflows for the Group. The recoverable
amount of the contractual relationships with customers were estimated
annually whether or not there is any indication of impairment at end of the
prior year.

At the beginning of the year, the management of the Group reviewed
the expected useful life of the contractual customer relationships and
determined that the useful life assessment be changed from indefinite
to finite of 8 years. The contractual customer relationships are carried at
cost less accumulated amortization accordingly. Amortization is calculated
using the straight-line method over the said expected useful life of the
customer relationships.

(iii) For the purpose of impairment testing of the contractual relationships
with customers and the software at 31 December 2016 and 2015, those
intangible assets have been allocated to a CGU representing the operating
activities of FYITKZBEHIZ B R AR (transliterated as Shenzhen Star
Technology Co., Ltd). An impairment test of these intangible assets was
carried out by management based on value-in-use calculation and with
reference to business valuation conducted by an independent professional
valuer.

Based on the impairment test performed, an impairment of
RMB92,750,000 (2015: RMB76,000,000), which is equivalent to
HK$107,715,213 (2015: HK$93,191,960) on contractual relationships with
customers was made during the year. In year 2015, orders for electronic
student cards were held up because the navigation chips of electronics
cards and devices had to be changed to coordinate with the BeiDou
Navigation Satellite system (b} FE2FMRLF) . FYITREBE A
[R A 7] (transliterated as Shenzhen Star technology Co., Ltd.) started in
second half of year 2015 to solicit domestic made chipset manufacturers
and was now performing testing on the samples provided.

. BREE (&
AEEHERINGARaMEMEE
WARKABILES -

BEM

GEE

(i)

(ii)

P

fo= o4

S| ~iﬂﬁﬁa%Eﬁiﬁﬁ&ﬂ%ﬁ%iﬂ#vz.o
(sE 4 5% : 2013SR144807) * X EBR
RESHRSFEE V2.0 (EM4ER:
2013SR144929) + X £ i 7 i AR 7 49 1t X
HVv2.0( s 4R 5% : 2013SR145090) &%2.4G
BIRRFIDHENE 25 # AR B (GEMRAR 5%
2014SR037656) ' st Al E M EFEA AT ©

Eﬁ@)ﬁz&ﬁﬂ’l HRFEEBNBEFEWRE
RYITREBRRAERD —Jﬁéfﬁ'%}?’q‘?ﬁi%
*iﬁiﬁﬂ'ﬂﬁriﬂxlﬁi\éfﬁﬁﬁﬂﬂ%—f
FE-RR fRF AR EREMFL-
AERHE/AAREELRER @%ﬁifﬁﬁf‘aﬁ
WHEA R - BEFEOBENTERS
HEREFHPARTERETHREMRETR

REY AREEEEERNENEFBED
BHRERFH WRAELERFHTEAE
BRHEMAERIANF -4 HBRFEFRIERE
??ﬁﬁ%zliﬁi%éﬂ;%ﬁﬁﬂﬁﬁ CHESH TR M EARE
BEPRGEN L RRERFHRAE -

RR—_E—RNER-_T—AHFE+-A=1+—
H#ETAENEP G REMH 2 E R
T ORSENEECOEERRRAYMRE
BHNEARARGEEH I IRSELBN -
é@@a@ﬁﬁﬁﬁ@ﬁa HW2EHBIE
¥EEMETZEBGEEYLEREERT
BRI, o

BBETRENR FRAEARRREFEYN
FFRELREZ £8 A ARE2,750,00070
T —FF: AR¥76,000,0007T) (AHE
E/‘107 7152138 L) (ZE—RF HER
93,191,960/87L) ) - RZZE—HF HEF
KRR SRR BEBRIARA
EEMAS WETREFTET WAL
FUMAEBRBEERARN-ZZE—HEFT
FERBSREENSHRER BREYHE
REMERETIH -
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16.

—RE+ZA=+—HLFE

INTANGIBLE ASSETS (continued)

Notes: (continued)

(ii)

(iv)

(continued)

Despite the efforts by the management of FHHRKEBRFEARA
7] to change the navigator chips of electronic cards and devices of the
school safety network to coordinate with BeiDou System, there had been
technical issues regarding the high power consumption on tracking and
positioning function of BeiDou chips, which needed to be resolved.

Profit guarantee from vendor of & HIITH K 2 @B B R A 7 (transliterated
as Shenzhen Star technology Co., Ltd.) is not expected to be achieved
due to the above-mentioned technical issues, which may be needed
certain time to resolve. In this connection, full impairment to the value of
contractual relationship with customers has to be made accordingly.

The management of the Group also considered the software were
connected with the tracking and positioning of the navigator chips,
which supporting the operation of student card business and the above-
mentioned current status on the development of BeiDou system, a
full impairment of RMB12,891,667 (2015: Nil), which is equivalent to
HK$14,971,737 (2015: Nil) was made on the software during the year.

The recoverable amount of the contractual relationships with customers
and software are determined based on value-in-use calculations by
preparing cash flow projections of the relevant CGU derived from the most
recent financial forecast approved by the management covering a three
year period. The projected cashflows reflected the expected effects of the
change of the navigating chips used in the products mentioned in above
paragraph. The discount rate is the key assumptions used by the Group to
determine the recoverable amount of the assets and CGU.

The pre-tax discount rate applied to cashflow projections is 29.14%
(2015: 29.92%), which is arrived after the adjustment of the Weighted
Average Cost of equity to pre-tax rate and cash flows beyond three years
period are extrapolated without considering any growth rate. The discount
rate used is based on market risk free interest rates adjusted for inflation
differentials and also include the debt premium, market risk premium,
specific risk on intangible assets, gearing corporate tax rate and asset
beta.

The trading rights as at 31 December 2016 represent two (2015: two)
trading rights on the Stock Exchange and one (2015: one) trading right on
the Hong Kong Futures Exchange Limited (“HKFE”).
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STATUTORY DEPOSITS AND OTHER ASSETS 17. AERERHAMEE
2016 2015
—B—-RE —E—hHF
HK$ HK$
AT 7T
Hong Kong Securities Clearing BEERREHEBR QA
Company Limited (‘HKSCC”) ([BEBHEE])
— Contribution fund deposit —REERELS 100,000 100,000
— Admission fee deposit — B ZRE 100,000 100,000
The Stock Exchange of BEABEZZHERAA
Hong Kong Limited
— Compensation fund deposit —-BEESES 100,000 100,000
— Fidelity fund deposit —-ERESES 100,000 100,000
- Stamp duty deposit — iR e 5,000 30,000
The Securities and Futures BEABFNPEEH
Commission of Hong Kong ERELEEw
— Deposits for responsible officers -BEANEBES® 100,000 100,000
Shenzhen Qianhai First China FINEG E EE R E @
International Commodities RS LERADA
Exchange Centre Limited
- Reserve fund deposit —REESKS® 554,935 591,465
Sichuan Commodities Exchange PN P78 an 32 5 b
- Reserve fund deposit —HEEeZS - 591,465
Guangdong Previous Metals Exchange BEREESBX S5HLER
Limited (‘PMEC”) RA([EeBRSHO])
— Reserve fund deposit —REESES 1 591,465
1,059,936 2,304,395
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18.

INVESTMENTS IN SUBSIDIARIES
The following is a list of the Company’s principal subsidiaries

as at 31 December 2016:

Place of incorporation/

18. RMIBATIZIRE

Principal activities

Particulars of

UTARZE—AF+=A=+—A2
AAREENBARLE:

establishment and kind of and place of issued share capital/ Interest
Name legal entity operations registered capital held
AR BRI B R EBTRE/
2z EEEREN TREBREEDY dfRAFE  BEES
First China Financial British Virgin Islands, Investment holding 611,700 ordinary shares of 100%
Holdings (BVI) Limited Limited liability company US$1 each
First China Financial RERLER BRRA  REER 611,7008% & %
Holdings (BVI) Limited [FREAETIwA 31
Stockmartnet Limited Hong Kong, Securities trading in HK$3 100%
Limited liability company Hong Kong
TRHBERAA B BERRA REBREEREE 3BT
First China Securities Limited Hong Kong, Securities and futures HK$67,000,000 100%
Limited liability company brokerage and
securities margin
financing services in
Hong Kong
BEEFERRA B BRDA REBUEEFR 67,000,000/% 7
BELRIARES
RETRERS
First China Processing Hong Kong, Provision of a trading HK$2 100%
Services Limited Limited liability company platform in Hong
Kong
First China Processing B BRDA REBRUZHTA 28T
Services Limited
IFN-GT Financial Holdings British Virgin Islands, Investment holding 1 ordinary share 100%
Limited Limited liability company of US$1 each
IFN-GT Financial Holdings RERKEE BRRA  REER REREE
Limited 1R EBR
First China Global Wealth Hong Kong, Limited Provision of wealth HK$6,000,000 100%
Management Limited liability company management
services in
Hong Kong
BERNEHARANA B BRAA REBREHE 6,000,00075 7T
s
B8R %
First China Estates Hong Kong, Limited Property holding HK$1 100%
Company Limited liability company
BEEXEARRA B8 BRAA RENE 1B
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INVESTMENTS IN SUBSIDIARIES (continued)

For the year ended 31 December 2016 EHZE_-Z

Place of incorporation/

A MW R M

—RETZRA=+—RLEFE

18. RMIBATZIRE (&)

Principal activities

Particulars of

establishment and kind of and place of issued share capital/ Interest
Name legal entity operations registered capital held
A MR IR ERTRE
% EEERER TREBREEDY R A ki 3o
Aceview International Limited British Virgin Islands, Investment holding 1 ordinary share 100%
Limited liability company of US$1 each
HRERERAA EEELHEE BRAA REER 1REREE
1ETZERR
GoHi Holdings Limited British Virgin Islands, Investment holding 35,000 ordinary shares 100%
Limited liability company of US$1 each
GoHi Holdings Limited EEREREE BRAA REBZR 35,000/ R A E
1ETZERER
BERHFEH ORI PRC, Foreign wholly-owned  Provision of stock Registered capital 100%
BRAR (transliterated as enterprise information and of RMB40,000,000
First China Securities research services
Consultancy (Shenzhen) in the PRC
Co., Ltd)
BEZEFZH(RINERAR  HE 2HERE RPBERERZERR AMERR
HE R AR #40,000,0007C
RINBREG L ERE PRC, Limited liability Investment holding Registered capital 100%
BR A (transliterated as company and provision of RMB3,000,000
Shenzhen Sky Picture Culture of development
Communications Company and design of TV
Limited) (Note) programs and
artwork in the PRC
RINE R B hE - BRAA R ERE R AMERR
BRAAE (M) FMERRTER A K¥3,000,0007T
g1 B K&
RN EERLBEEI PRC, Limited liability Development and sales Registered capital 100%
BB (transliterated as company of school safety of RMB7,000,000
Shenzhen First China School products
Safety Network Technology
Company Limited)
RIEERZBEREARLR RE FROA HERHERE AMEXR
ZEEM AR #7,000,0007T
RE BREEMERAR PRC, Limited liability Development and Registered capital 100%
(transliterated as Shenzhen company sales of software of RMB10,000,000
Wealth Alliance Networking for information
Company Limited) (“Wealth network equipment,
Alliance”) (Note) terminal products
and calculators
in the PRC
R EEBERMERR A B BRAR EAEPIS%X%E% AMERBARS
(I=8]) (M) ERBsxEan- 10,000,0007T
iklﬁﬁlz Eaal &uﬂ' & =
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18. INVESTMENTS IN SUBSIDIARIES (continued)

Place of incorporation/

Principal activities

18. RMBATZIRE (&)

Particulars of

establishment and kind of and place of issued share capital/ Interest

Name legal entity operations registered capital held
A MR IR ERTRE

% EEERER TEEBREENY MR A ki 3o

M REBREERAA PRC, Limited liability Trading of electronic Registered capital 100%
(transliterated as Shenzhen company student cards of RMB20,100,000

Star Technology Co., Ltd)

RITREBRRERAA HE ARAA HEETEL AMERABARS
20,100,0007C

AIBREtELBLE PRC, Limited liability Precious metals Registered capital 55%
BR A (transliterated as company brokerage and spot of RMB20,000,000 (of
Shenzhen Guoyin Brilliant trading which RMB10,000,000
Precious Metals Limited) has been paid up
(“Guoyin”) as at 31 December 2016)
RIBFEEELBLE HE BRAA ESBERERBRER AfMERA
BRAR ([BIR]) AR #20,000,0007C
(& AR¥10,000,0007
RZE—REF
+-A=+—HEB&R)

Note: The equity interests in these subsidiaries are directly or indirectly held by
nominees on behalf of the Group and the Group holds 100% effective
interest in the subsidiary.

The above table lists the subsidiaries of the Group which, in the
opinion of the Directors, principally affect the results or assets
of the Group. To give details of other subsidiaries would, in
the opinion of the Directors, result in particulars of excessive
length.

Commitments and contingent liabilities in respect of
subsidiaries
The Group has the following commitments relating to its

MisE: mRBARKAEEERARHEREZEN
BRARz AR  RAKEFEZMER
B100% E R o

ERBIEERRYAEEXEREE
BRIBFEZHNBRR -EFERR"
FOIEA KB AR 2 B R ERR R G
RILE

ARMBASI ZRERNAGE

AEEBRAEHEEMB AR ZIAT AR

subsidiaries
2016 2015
—¥—-RE —E—RF
HK$ HK$
T T
Commitment to provide funding EEREKREES
if called 3,329,610 3,548,790
As at 31 December 2016 and 2015, there are no contingent RZE—-—REERZZTE-—HF+ZH
liabilities relating to the Group’s interest in the subsidiaries. =t+—B MBARUEEEASZER
MEAA R HABE-
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A MWW &M

For the year ended 31 December 2016 HE—ZT— X F+-_A=+—HIFE

18. RMIBATZIRE (&)

Material non-controlling interest

The total non-controlling interest for the year is HK$6,215,475
(2015: HK$7,006,907), of which HK$6,215,092 (2015:
HK7,006,524) is for Guoyin. The non-controlling interests in
respect of other subsidiary is not material.

The Proportion of ownership interests held by non-controlling
interests in Guoyin is 45% (2015: 45%).

Summarized financial information on the subsidiary with
material non-controlling interests

The following table lists out the information relating to Guoyin,
the only subsidiary of the group which has a material non-
controlling interest (NCI). The summarised financial information
presented below represents the amounts before any inter-
company elimination

18. RMBATZIRE (&)

BERIEERES

R FE 5 AR HE 25 42 (B 86,215,47578 7T
—E—AHF 7,006,907 T)  H P

B4R fE156,215,092/8 L ( — T — R &

7,006,524/ 70) - BB EMK B A FH

IR FREK-

e IR RE RS e MR O RE RS HL 1) B45%
TE—RHF45%) °

FEXHERERZHBLEZHEE
TXES AR EME— R ERIERE
BZMERARBERZEM - TX25Z
MR R R 15 (T 2 B B 85 AT 2 5K
15 o

Summarized statement of financial position BRI E
2016 2015
ZE—REF —ET—HF
HK$ HK$
#IT BT
Current T ED
Assets BE 18,341,861 21,894,547
Liabilities afE (301,625) (1,403,274)
Total current net assets MEEELFE 18,040,236 20,491,273
Non-current JEFH
Assets BE 304,755 935,836
Liabilities afE - -
Total non-current net assets EREBEELFE 304,755 935,836
Net assets BEFE 18,344,991 21,427,109
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18. INVESTMENTS IN SUBSIDIARIES (continued) 18. RMBATZIK/E (&)
Material non-controlling interest (continued) BEXFEERER (F)
Summarized financial information on the subsidiary with FEAXFEREDZHBLAGZHEES
material non-controlling interests (continued) FIHFE (&)

Summarized statement of profit or loss and other Bam RAEMEEHKALEXEZE

146

comprehensive income

2016 2015

—E—REF —E-hF

HK$ HK$

I 7T

Revenue g = 1,539,763 19,565,735

(Loss)/profit before income tax BrATE R AT (E1E),F)E (1,840,315) 4,568,382

Income tax expense Frisfim= - (563,302)

(Loss)/profit for the year FR (k8B FE (1,840,315) 4,005,080

Other comprehensive income/(Ioss) HEw2mk A (EBiE) 81,577 (141,362)

Total comprehensive (loss)/income 2m (EE) WAL E (1,758,738) 3,863,718
Total comprehensive (loss)/income BEoREEERERZ

allocated to non-controlling interest 2m (BB BRALE (791,432) 1,738,673

Dividend paid to non-controlling
interests

1) FF 428 i 48 2 Ik 3 P 8
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

INVESTMENTS IN SUBSIDIARIES (continued) 18. RMIBATZI®E (&
Material non-controlling interest (continued) BEXFEERER (F)
Summarized financial information on the subsidiary with FEAXFEREDZHBLAGZHEES
material non-controlling interests (continued) FIHFE (&)
Summarized statement of cash flows HermEkimZ
2016 2015
—E—RE —E—RF
HK$ HK$
T P TT
Cash flows from operating activities KEFRSFERERE
Cash (used in)/generated from e (A /BEEzEe
operations (5,864,901) 6,449,930
Interest received 24 B 169,039 42,941
Tax paid B I8 (531,781) (3,352,853)
Net cash (used in)/generated from wEEY (BA) EE2
operating activities ReFE (6,227,643) 3,140,018
Net cash used in investing activities RETHYHAH 2R e FE (235,824) -
Net cash from financing activities BMEERHEECZRESFE - -
Net (decrease)/increase in BekReEBEER
cash and cash equivalents CRd) /EanEaE (6,463,467) 3,140,018
Cash equivalents at beginning of FUzHReEFEMEER
the year 15,415,001 12,944,810
Effect of foreign exchange EREH) &
rate changes (665,549) (669,827)
Cash equivalents at end of the year FRZIEE&FZEEER 8,285,985 15,415,001

The information above is the amount before inter-company

eliminations.

UEEMSHKREERARRBPHEZS
o
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For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

19.

INTERESTS IN ASSOCIATES

19. REFEQAT ZH#E

2016 2015

—E—RE —E—RF

HK$ HK$

I 7T

Share of net assets (R FEE 34,944,709 47,942,898

During 2016, the impairment of interests in associates
represents the full impairment on the investments in respect of
FYIP B RiBEBEMAR AR (transliterated as Shenzhen
Zhongcai Yingtong Information Technology Company Limited)
and BE(BEE)REMRXSHHPOLERAQAR (transliterated as
First China (Liaoning) Agricultural Products Trading Centre
Company Limited) due to continuing suspension of business
of those associates during the year. The management of
the Company do not expect any active business of these
associates in foreseeable future.

In November 2015, there was a temporary suspension on
the business operation of the Qianhai First China due to
the commodities trading policies review conducted by the
government of Qianhai. During 2016, the review was still not
completed as at the end of the current reporting period and
therefore the business operation of Qianhai First China had
not yet resumed. The management considers it is appropriate
to make the impairment on the interests in these associates,
which is based on the realization basis of the associate’s
assets and liabilities at 31 December 2016 assuming the
suspension will be continued. As the carrying amount of the
interests in such associate at 31 December 2016, after sharing
the current year’s profits and loss of the said associate, is
lower than the recoverable amount, the management considers
it is not necessary to make the further impairment on it.
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19.

INTERESTS IN ASSOCIATES (continued)

NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
wr & MR R MR

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

19.

The impairment loss made in year 2015 with reference to
the estimation of the recoverable amounts which represents
the present value of estimated future cash flows for the
forthcoming one-year from the investment discounted at pre-
tax rate of 26.92%. The discount rate used was based on
market risk free interest rates adjusted for inflation differentials
and also include the debt premium, market risk premium,
gearing corporate tax rate and asset beta.

Details of the Group’s associates as at 31 December 2016 are

REEAB 2 (&)

—E-RFREREZRY R O YRIE
M EHEL AR FREELEN
fl &t R SR 3R 0 WA B 52 BT M1 % 26.92%
FIRMIR(E - FTERA M RL IR R AR E
SIS ERTHBRERRBEER
wE MHERREE BEREEEHRER

BEREMEHFHE-

BERRZFHBOT:

T-xE+=A=+—0 ~%HE

as follows:
Place of Particulars of
Name incorporation Principal activities issued shares held Interest held
&1 ot 1R 55 32 30 B TEEH Fi¥s B 3T IR 3 218 P F i i
FIFERBEERMABAR  PRC, Limited Development and sales of Registered capital of 40%
(transliterated as Shenzhen liability company software for information RMB1,000,000
Zhongcai Yingtong Information network equipment, terminal
Technology Company Limited) products and calculators in
the PRC
AP RBEERMARLR  HE -BRAA RREREREEENBE AMERS
BECEH BREMR AR #1,000,0007
AEE
RIAEEEEE PRC, Limited Provision of trading platform Registered capital of 38%
ZHHRLBRATF liability company ~ for precious metal and RMB38,000,000
(transliterated as Shenzhen provision of related (of which RMB19,000,013
Qianhai First China International consultancy services has been paid up as
Commaodities Exchange Centre at 31 December 2016)
Limited
ARG SRR A m hE - BRAA REESERHTATIRME AMERS
XHHLERAR 1R H AR AE%SB,OOO,(()OO%
Hrf
AR ®19,000,0137C
BERZE—RF
+ZA=+-R4R)
BE(EE)EEQRZTD PRC, Limited Sale of agricultural products, Registered capital of 45%

ELi NS
(transliterated as First China

liability company

(Liaoning) Agricultural Products
Trading Centre Company Limited)

BE(RE)REMRHTL
BRAT]

PE BRAT

provision of transportation
services and e-commerce
services

HERER REEHRKA
ETABRS

RMB225,000,000

(of which RMB2,000,000
has been paid up as

at 31 December 2016)
AftERA

AR #225,000,00070
(He

AR #2,000,0007T
BERZE—RF
+ZAZ+—H&R)
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

A MWW &M

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

19. INTERESTS IN ASSOCIATES (continued)
All of the above associates are accounted for using the equity
method in the consolidated financial statements.

The above associates are private companies and there is no
quoted market value available.

Commitments in respect of associates
The Group has the following commitments relating to its

19. REFEAT Z#E (7)

LA E AR RBERERNGS
MBEHRRAARR-

A LB ERRIESMARRRILE™T
BEEH2E-

HIBE A S 2 il
A58 L 5 B R R 2 A TR

associates: S
2016 2015
—E—RE —E—RF
HK$ HK$
I BT
Commitment to provide EEREKREHRES

funding if called

268,588,526 286,269,045

Litigation in respect of associates

As at 31 December 2016, Qianhai First China has some
unresolved legal cases relating to the contracts dispute with
some investors. According to the legal opinion obtained from
the Group’s PRC lawyer, the court may lodge the judgement
tends to favor the investors, are therefore Qianhai First China
may need to compensate these investors accordingly. The
claimed contracted amounts and related disbursement from
the investors are RMB4,427,238 (equivalent to HK$4,913,659)
in total.

There are no other contingent liabilities of the associates at 31
December 2016.
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NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

A MW R M

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

INTERESTS IN ASSOCIATES (continued)

Material Associate

The Directors consider Shenzhen Qianhai First China
International Commodities Exchange Centre Limited is a
material associate to the Group.

Set out below are the summarized financial information in
respect of the Shenzhen Qianhai First China International
Commodities Exchange Centre Limited.

19. REEEATZHEE (&

EXHEAT
E=ZMRRRXAEEEERERRR S
ROBARARR/AEEEEZHE A -

TXHINERFRYFEEERREMRR
ZHROERABNMBERRE -

Summarized statement of financial position BBREBEEGE
2016 2015
—E—RF —E-RF
HK$ HK$
I 78 T
Total current assets mEEELE 104,187,830 222,570,014
Other current liabilities HEMmEaE (6,953,477)  (100,695,001)
Non-current ER B
Assets BE 6,775,623 12,914,729
Net assets BEFHE 104,009,976 134,789,742
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For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

19. INTERESTS IN ASSOCIATES (continued) REEAT Z2H#EE (&)
Material Associate (continued) EEMEAT (&)
Summarized statement of profit or loss and other B RAEMEERANBEITE
comprehensive income
2016 2015
—E—RE ZE—RF
HK$ HK$
I P TT
Revenue Wz 2,071 215,696,882
(Loss)/profit before tax BrFiAT (E518) i Al (23,496,440) 116,366,528
(Loss)/profit after tax bRtz (E518) & A (23,496,440) 98,827,667
Other comprehensive loss HiahzmE/EE (7,283,326) (6,005,137)
Total comprehensive (loss)/income 2| (E8) WBABEE (30,779,766) 92,822,530

The information above reflects the amounts presented in the
financial statements of the material associate, adjusted for
differences in accounting policies between the Group and
the material associate, and not the Group’s share of these

amounts.
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19.

NoTes 1o THE CoNSOLIDATED FINANCIAL STATEMENTS

INTERESTS IN ASSOCIATES (continued)

Material Associate (continued)

A MW R M

For the year ended 31 December 2016 HE—ZT—NF+-_A=+—RAHIFE

19.

Reconciliation of summarized financial information
Reconciliation of the summarized financial information
presented to the carrying amount of its interest in the material

associate.

Summarized financial information

Closing net assets

Group’s share of net assets @38%
Accumulated impairment loss

FREEFE

EEFEEMNTE@38%
2 REEE

Carrying value of interest
in material associate @ 38%

NREEATIZHER (&)
BEEHMEAT (&)
HBEHEEZHER
Fr2skz W5 E R 2 8 5 50 & K0 &
NAEZ R RAEESER-
2016 2015
ZE—RE —ET—HF
HK$ HK$
#IT BT
104,009,976 134,789,742
39,523,791 51,220,102
(4,579,082) (4,880,512)
34,944,709 46,339,590

Set out below are the aggregate information of the other
associates, which are not individually material:

BRI NERZ AR &N R EAERE
ST

2016 2015
—F—RE —ZT—RHfF
HK$ HK$
I 7T
The Group’s share of loss NEEELEE (545,464) (805,756)
The Group’s share of other REE S H M2 E
comprehensive (loss)/income (B1E) WA (74,845) 27,667
The Group’s share of AEBEGEETEHEERE
total comprehensive loss (620,309) (778,089)
Aggregate carrying amount of NEEN— g AT
the Group's interest in an associate w2 BEE - 1,603,308
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20. CONTINGENT CONSIDERATION RECEIVABLE

NoTes To THE CONSOLIDATED FINANCIAL STATEMENTS
B BT OR MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

20. B ARK(E

2016 2015

—E-RE —E—HE

HK$ HK$

T BT

At 1 January n—H—H 31,511,100 4,232,422
Currency translation difference BEWEREZ%E (2,210,532) -
Change in fair value NE(EE 140,880 27,278,678
At 31 December R+=Z—H=+—8H 29,441,448 31,511,100

The fair value of contingent consideration receivable is related
to the acquisition of Shenzhen Star Technology Co., Limited in
year 2014.

Pursuant to the acquisition agreement, the vendors guaranteed
to the Group that the net profit after tax of Shenzhen Star
Technology Co., Ltd. (based on its audited accounts) for each
of the three financial years ending 31 December 2015, 31
December 2016 and 31 December 2017 shall be as follows:
(i) for the year ending 31 December 2015: not less than
RMB20,000,000; (i) for the year ending 31 December 2016:
not less than RMB30,000,000; (iii) for the year ending 31
December 2017: not less than RMB40,000,000.

The vendors failed to achieve the aggregate profit target
of RMB50,000,000 for both the years ended 31 December
2015 and 2016 and no shares under the escrow arrangement
had been released to the vendors in respect of both years.
Pursuant to the acquisition agreement, the profit target not
yet reached could be accumulated to coming year if fails to
achieve in the corresponding years.
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For the year ended 31 December 2016 EHZE_-Z

20. CONTINGENT CONSIDERATION RECEIVABLE

(continued)

The increase in the fair value of contingent consideration
receivables, during the years ended 31 December 2016 and
2015, was due to the failure on achieving the profit targets
set for the first two years by the vendors. The contractual
customers temporarily postponed their orders because of
the navigating chips of electronic cards and devices was in
preparatory stage to be changed to coordinate with the BeiDou
Navigation Satellite System (It HE2EHZ4L) . In year 2016,
despite the effort by the Group to change the navigating chips
of electronic cards and devices of the school safety network to
coordinate with the BeiDou system, there have been technical
issues regarding the high power consumption on tracking and
positioning function of BeiDou chips.

The fair value of the contingent consideration receivable at 31
December 2016 and 2015 are based on the valuations under
probability model, which is performed by an independent
professional valuer. The variable and assumption used in
computing the fair value of the contingent consideration
receivable are based on the management’s best estimate. The
value of the contingent consideration receivable varies with
different variables of certain subjective assumptions.

20.

A MWk MW

—RETZRA=+—RLEFE

FEM =R AR CME (47)

REBEEZZE—R"ER_FT—AF+=-A
=+ HLEFE BURIAREBZAF
BEEMDIEARE S REEEEMEEZ
BHEZMR-ERRRETRREE
ZERNREHBERER LKA
NEEEMRR MEANEPRAEE
EBRFEZAE- R_ZT—ARF B
zlsE@ﬂij RE TR EREZ 2%

BEHEMS A ARSI} RSB
FaEE A R R EM I EES
BB BENEMEE-

R-ZE-—A"ER-_FT-—HF+=-A
=t— EZ%%X%&EZ N ETE
#ﬁwﬁm%ﬁZﬁﬁ(mﬁjﬁiﬁ
ERMEL ) ftE - ST E BRI ARER

ﬁ%%Z“E&F“B%FAEFZF

feftsh - BRSARE Y A FEBET
THEREENBIHE-
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A MWk MR

For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

20. CONTINGENT CONSIDERATION RECEIVABLE 20. FEWEAKME (&)
(continued)
Inputs into probability model: B E R 2 B
()  Profit guarantee amount: RMB40,000,000 for the year () BMERKE HE_ZT—LF
ending 31 December 2017 +TZA=+—BLEFENARE
40,000,0007T
(i) Number of shares of the Company under escrow (i) FELHTARRZBRMHEE:
arrangement: 200,000,000 shares 200,000,0008%
(i) The Company’s share price as at 31 December 2016: (i) RZE—R"F+ZA=+—HB=XR
HK$0.148 RNAEIRIAR(E - 0.148% T
Probability
Scenario* &> W=
Optimistic LEE 20%
Expected fhEtE 75%
Pessimistic RFE 5%
Settlement date: 31 December 2017 HEH ZET—+tF+=ZA=+—H
Company’s share price as at RZZE—A"F+ZA=+—H 0.148

31 December 2016 ARBRRE

There is expected loss incurred for the year ended 31 December 2017
under all scenarios.

For the year ended 31 December 2016, there was an
increase of HK$140,880 (2015: increase of HK$27,278,678)
recognized in the consolidated statement of profit or loss and
other comprehensive income for the contingent consideration
arrangement after taking into the consideration of the
calculation based on the above inputs.
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20. CONTINGENT CONSIDERATION RECEIVABLE

(continued)

Taking consideration to this technical issues of the products
and the chance for the vendors to reach specified profits
target, the management of the Group believe that the vendors
are not able to reach the profit target within the time specified
and therefore the shares of the Company under the escrow
arrangement would be repurchased by the Company.

The fair value of the contingent consideration receivables at
31 December 2016 is based on valuation results from the
professional valuer, which is the total value of the Company’s
share under escrow arrangement as at 31 December 2016.

21. INVENTORIES

20. FEMGEAARIE (&)
ERIEMNARBRMARRE T ER
AREMBERIHE AEEEEER
REFTHERIEERERNEB S B
1% Bt REBFEE LT ARRIED
AR R -

JEWS AREBR-_Z—~F+=A
—t—HZATFEDRESEGEMAT
BHZHELEREL EDRZZZE—X
F+ A=+ —HBARFRGRIEER
BETz@E-

21. &8

2016
—EB—REF
HK$
#EIT

2015
—E—HF
HK$

BT

Finished goods X ih

2,590,324 3,729,957

The analysis of the amount of inventories recognized as an

EERRRCERRAIZEESROM

expense and included in profit or loss is as follow: AT
2016 2015
—E—REF —E—RF
HK$ HK$
I & 7T
Carrying amount of inventories sold BEEFEREE 625,819 398,032
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For the year ended 31 December 2016 EHZE—ZT— X F+_-_A=+—HIFE

22. TRADE RECEIVABLES

22, EWESRIE

2016 2015
—B—-RE —E-REF
HK$ HK$
AT 7T
Amounts receivable arising from THI D TS T £ EUNGRIA
securities broking:
Margin clients REFEEEP 5,888,186 1,972,037
Cash clients BeEP 5,820,001 4,231,651
Brokers and dealers B kX5H 7 7
Hong Kong Securities Clearing EEPREEGR AT CFE)
Company Limited (net) 428,834 3,061,540
Other trade receivables E h E W E 5 KIE 2,449,061 571,608
14,586,089 9,836,843
Less: Provision for impairment loss OB EBIERE (36,000) (36,000)
Trade receivables, net W E 5 HIEFRE 14,550,089 9,800,843

Amounts receivable from margin clients are repayable
on demand, bearing interest at prevailing market rates
and are secured by clients’ pledged securities which are
listed on the Stock Exchange with a total market value of
approximately HK$25,580,000 as at 31 December 2016
(2015: HK$21,874,000). No aged analysis is disclosed as,
in the opinion of the directors, the aged analysis does not
give additional value in view of the nature of the business of

securities margin financing.
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22. TRADE RECEIVABLES (continued)

The settlement terms of amounts receivable arising from
securities broking are one or two trade days after the trade
execution date. Except for the amounts receivable from margin
clients as mentioned above, these balances are aged within 30
days.

Other trade receivables arising from the trading of electronic
student card are due immediately from date of billing but the
Group will generally grant a credit period of 60 days on average
to its customers.

The following is an aged analysis of other trade receivables at
the reporting period:

22,

FEWE ZRIE (&)

RE IR AC RIS P A PR RR N ETT R
A MRE—HMERH AR BRE
At U IRFE & B P IR R BRIk
R=TBR-

HEBTFREBELY LBNE SR
R EE Y AN AR
B MEETREP TN TAZER
o

HihfEUE 5 FBRIRE HE 2 RS
Mo

2016 2015

—E—RF —E—RF

HK$ HK$

I 7T

0-30 days 0&30H 2,268,463 535,608
31-90 days 31%F90H - -
91-180 days 91%F180H 144,598 -
181-365 days 181£365H - -
Over 365 days 3650 A I 36,000 36,000
2,449,061 571,608

The maximum exposure to credit risk at the end of the
reporting period is the carrying amounts of trade receivables.
Other than the amounts receivable from margin clients, the
Group does not hold any collateral as security in respect of its
trade receivables. There is no recent history of default on the
trade receivables.

As at 31 December 2016 and 31 December 2015, all other
trade receivables, except for the impaired amounts indicated
below, were not past due.

RS HESERE  RAEERRRE
WESHBZEEE - RRESEFZ
FEMRIRIN REBE L B HRIKE 5
FREFATMERREER L ERIK
B 5 IR AT IR RAS 8 o

RZZE—RF+_A=+—BRER=-F
—HEF+-A=Z1+—H BTXREE
WEZ BN FTEEMERE S E
R AR
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22. TRADE RECEIVABLES (continued) 22. EWEBSMIE (&
Movements on the provision of impairment of trade receivables JEWE ZFHIBREREEB ZEH B AN
are as follow: T
2016 2015
—E—RE —ET—HF
HK$ HK$
5 TT BT
At 1 January and at 31 December R—A—BFE+=-A=+—H 36,000 36,000
As at 31 December 2016 and 2015, the Group’s trade RZE—RER-_ZE—HF+ A
receivables of HK$36,000 (2015: HK$36,000) were individually =T+—H XEEZEKESHRE
determined to be impaired. 36,000/ T (—Z—F 4 : 36,000/ 7T)

REREFESFRE -

The carrying amounts of the Group’s trade receivables are AEERWE ZFIEZRABEZATE
denominated in the following currencies: EHIME
2016 2015
—E—RE —E—hF
HK$ HK$
I T
Hong Kong dollars BT 12,137,028 9,265,235
RMB AR 2,413,061 535,608
14,550,089 9,800,843
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LOANS AND RECEIVABLES

During the year ended 31 December 2016, RMB14,000,000
(equivalent to HK$15,538,180) (2015: equivalent to
HK$16,561,020) of the Group’s loans receivable were arising
from one PRC subsidiary of the Company and are denominated
in RMB. The loans and receivables in the PRC carry interest at
an annual effective rate of 17% to 18% (2015: 17% to 18%).

The repayment of the outstanding loan principals will be at
maturity and interest is repayable monthly. The above loan
in the amount of RMB14,000,000 is secured by the pledged
securities which are listed on Shanghai Stock Exchange
and Shenzhen Stock Exchange and such securities were
transferred to the nominee of the Group and in his custody. The
fair value of such securities was approximately RMB18,912,300
as at 31 December 2016. As at 31 December 2016 and 2015,
in the opinion of the Company’s directors, the Group held
collateral with value not less than the carrying amount of the
loans and receivables.

During the year ended 31 December 2016, two of the
PRC subsidiaries of the Company lent the amounts of
RMB16,211,000 (equivalent to HK$17,992,103) (2015:
RMB2,500,000 equivalent to HK$2,957,325) to some
independent third parties. Those loan and receivables bore
interest at annual effective rate ranged from 2.3% to 10.8% per
annum (2015: 22.4%) and the principals and corresponding
interests were expected to be repaid within one year.
The Group did not hold any collateral on these loans and
receivables.

The typical loans generally bearing interest at an annual
effective rate and has a term of 1 year (2015: 7 months to 1
year). All of the short-term loans and receivables are expected
to be recovered within one year.

23.

BERREKRIE
HEz-_Z—-—X~"F+=-_A=+—8
FEFE AEENERERARE
14,000,0007T (18 % " 15,538,180/%
L) (ZE—RHF: HEMN16,561,020
BIL)REARE —HFRBEKBR R
DWARBEE-FEMBARNERKE
JEWRIBIRZGFER N EI17EZ18E
TE-RFATEEI8E ) E -

FEEERASANIBHBEEEM
MBEERBEN - ULEEEAARE
14,000,000 L Z EF AR EBFELERZ B
FTRoR NGBS R BAT Eh 2 MR A
BH MZEEF;DEETALER R
BEATBHERE - R_ZT—X"FE+_A
=t+—H ZEBFFZAFEHNAAR
#18,012,300L - R—E—RF R _-F
—HEF+-A=Z=1+—H AQAESER
B AEEBEEETNERERLEK
FOEBRE AR IR G o

REZEZZE—XR"F+ZA=+—HIEF
B AARIZMESREKBARMET
B E = H BN RIEARK16,211,000
7T (HEM17,992,1038 L) (= F
—HE: AR¥2,500,0007T  #HER
2,957,325%870) c ZEE R MK EWFKIA
REEERMNE2IEEI08E (ZE
—RF:224F)F B RS RBAEFE
JEHR—FRNEE - AEBEHZEER
MBI GRIBN B B ARG o

—RERBEBREFTERANETE A
BH1FE (ZE—RF:7EAE1F) - 7
ERBERREWGIBTERR —F R
@D
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23. LOANS AND RECEIVABLES (continued)
At initial recognition, the Group determined the fair value of
the loans receivable equivalent to their principal amounts. The
analysis of the carrying amount of loans receivable as at 31
December 2016 and 2015 are as follows:

23.

BERREWRIE (&)
RERERR AEEEBETRKERZ
NFEEEREAEE - R_FT—RF
AZZ-—RAFt-A=T—BEKER
ZEREESTAT

2016 2015

—E—RE —ZET—HF

HK$ HK$

A IT BT

Current B ER 33,530,283 19,518,345

As at 31 December 2016 and 2015, no loans and receivables
were past due.

Management of the Group determined no impairment loss on
these loans receivable are required to be recognized, after
taking into account the collaterals held by the Group and/or
no past due on loans and receivables. The loan receivables
amounting to HK$14,107,558 as at 31 December 2016 have
been repaid in accordance with the repayment schedule in
subsequent period.
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24. FINANCIAL ASSETS AT FAIR VALUE THROUGH

PROFIT OR LOSS

24, RAFEFANERZEMEE

2016 2015
—B-RE —E-hF
HK$ HK$
T T
Listed equity — held for trading LkRE-—FIEER
Equity securities - Hong Kong AT H-HB 63,967,620 201,969,810
No. of share held Approximately Fair value Fair value
as at 31 December percentage of as at 31 December loss on securities
Stock code Company name 2016 shareholding 2016 trading for 2016
RZB-"% RZB-5"% —F-RERK
+ZR=+-H +=A=+-H EHERATHE
RERS AEER rRYE #osREMN ZATE B
HK$ HKS
BT B
01335 Sheen Tai 83,152,000 3.80% 59,869,440 (29,934,720)
B2
06898 China Aluminum 2,454,000 0.39% 4,098,180 (173,794)
el
63,967,620 (30,108,514)

Financial assets at fair value through profit or loss are
presented within “operating activities” as part of changes in

working capital in the statement of cash flows.

Changes in fair values of financial assets at fair value through
profit or loss are recorded in “other income and loss, net”
in the consolidated statement of profit or loss and other

comprehensive income.

The fair value of all equity securities is based on their current

bid prices in an active market.

BAFEAABRZEREENRER
ERAIREEH N2 REEES

282 — 57 -

BAVEABEGEZEMEEZATE
FtABEEE MEBEEBRARR

e
2

Z TEAWA R EBIEFE] R -

ERAESZ A FEDBREBERENE

Bmis E2HKEABFE-
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25. PREPAYMENTS, DEPOSITS AND OTHER

25. AFNRIE -ZEREEKRIE

RECEIVABLES
2016 2015
—E—RF —E—RF
HK$ HK$
I BT
Other receivables Ho b e W SRR 25,398,536 31,794,760
Other deposits and prepayments H Atz & RIB B 3,784,931 1,783,271
29,183,467 33,578,031
Represented by: B T3 &EERR:
Non-current assets ERBNEE 940,607 -
Current assets e A& E 28,242,860 35,578,031
29,183,467 35,578,031

The amount of other receivables included the amount of
RMB20,000,000 (equivalent to HK$22,197,400) as at 31
December 2016 (2015: RMB20,000,000, equivalent to
HK$23,658,600) which represents the refundable earnest
money paid for the proposed acquisition for the entire
registered capital of RE)E FHTaEIRBR AR (transliterated
as Mingin Quantum New Energy Co., Limited) in January 2015.
The vendors had pledged their owned shares in K &)= F ¥7&¢
JEA MR A A (transliterated as Mingin Quantum New Energy Co.,
Limited) as a collateral on the refundable earnest money paid
by the Group. The proposed acquisition had been terminated
in May 2015 and the Group had filed an arbitration application
(the “Arbitration”) to South China International Economic and
Trade Arbitration Commission for the repayment of the overdue
receivables in same year.

Although the final judgement of the arbitration had been
issued on 3 June 2016, the receivables have not yet been
repaid at 31 December 2016. The management will negotiate
with the vendors on the settlement of the said refundable
earnest money paid. The management believes that no
impairment is necessary in respect of this balance after
taking into consideration on the review of financial positions
at 31 December 2016 and the discounted cashflow forecast
information of K& & FH# IR BMR A7 (transliterated as
Mingin Quantum New Energy Co., Limited).
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AMOUNTS DUE FROM FORMER DIRECTORS

A MWk MW

—RETZRA=+—RLEFE

26. FEWRHIEEERE

2016 2015

—E—RE —E—RHE

HK$ HK$

I BT

Amounts due from former Directors W RITE E A 331,419 831,419

The SFC has served a petition under the Securities and Futures
Ordinance against the Company, three former Directors (Mr.
Yin Yingneng Richard, Mr. Wang Wenming and Mr. Lee Yiu
Sun) of the Company in November 2012. At that time, SFC
was seeking disqualification orders against such Directors and
an order that the Company should itself or otherwise procure
Aceview International Limited, a wholly owned subsidiary of the
Company, to bring court proceedings against Fame Treasure
Limited and/or other parties at fault to recover the dividend
of RMB18,692,000 (equivalent to HK$23,268,362) with the
interest accruing at 1% above the prime rate published by
the HSBC from 31 December 2008 to the date hereof and
thereafter at the judgment rate until the date of payment to the
Company.

BANK BALANCES AND CASH
(@) Cash and cash equivalent

27.

BEER-_Z——F+-ABRBERR
HEHRAMARR KRR Z =FAE
B (FREEE EXHEELRTE
MEE)IREZEF -ERN BFEQESXK
UREFEEZHHERS RGSARTA
AEEBTREARB ZEZENBE A
ARRBEEERARANEEERAR
R/ SIFEBR 2 HEMATREER
A LA A FZARZREAR
#18,692,0007T (18 & 1°23,268,362/&
T WREERTA_ETENF T
A=+—BEHRBHARMHRESR
MEFIMEE - 2 BRBHADRFEGE
HERARRMNKRES-

+ém fﬂkﬁ«

MITHBRRE
(a) ReRBLHHEER

2016 2015

—E—REF —hF

HK$ HK$

I 7T

Cash at bank and on hand RITRFHEBES 252,923,389 263,837,599
Short-term bank deposits Z HR 1T IE R 2,073,049 2,063,948
Cash and cash equivalents BehBESSEER 254,996,438 265,901,547

As at 31 December 2016, the Group had bank balances
and cash of approximately HK$34,486,314 (2015:
HK$58,540,204) which are denominated in RMB. The
remittance of these funds out of the PRC is subject to
the exchange control restrictions imposed by the PRC
Government.

R-E—RFE+-_A=+—H 'K
EEEUARESEZBITHEHBR
4 4934,486,3148 T ( ZZT—
F 158,540,204 L) - X E K
TAPE H R B R AN R B U B
2 HNEE B I FTBR o

IEH
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27. BANK BALANCES AND CASH (continued)
(@) Cash and cash equivalent (continued)
The bank balances are deposited with creditworthy banks
with no recent history of default.

Bank balances and cash include the following for the
purposes of the consolidated statement of cash flows:

27. $RTT

(a)

GERRBEE (A)
ReRB&SEER (#)
ERRTEREREERIT AR
T I R R8RSR AT o

MEARRERERME  RITHER

MBS BN TNEE:
2016 2015
—E—RE —E—RF
HK$ HK$
T BT

General accounts and cash —REP KR E®
Segregated trust bank balances J& 3 2 5EER F &5

240,921,035 241,490,110
14,075,403 (24,411,437)

Cash and cash equivalents Re MRS FHEER

254,996,438 265,901,547

(b) Restricted cash
As at 31 December 2015, RMB1,534,998, which is
equivalent to HK$1,815,795 are restricted cash balance
held at designated bank account controlled by customs
of the PRC as the guarantee deposit for the motor vehicle
under the supervision by the customs of the PRC. During
2016, the restricted cash balances have been refunded.
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28. TRADE PAYABLES

28. ENESRIE

2016 2015
—E—RE —E-hF
HK$ HK$
T 7 TT

Amounts payable arising B ES

from securities broking: T /2= A FE ST 3K08 -

Margin clients REFEEEP 90,320 2,352,874
Cash clients ReEP 14,721,481 14,322,759
Other trade payables Hiv e & B R0E 5,897 5,897
14,817,698 16,681,530

Amounts payable to margin clients are repayable on demand.
No aged analysis is disclosed as, in the opinion of the
directors, the aged analysis does not give additional value
in view of the nature of the business of securities margin
financing.

The settlement terms of amounts payable arising from
securities broking are one or two trade days after the trade
execution date. Except for the amounts payable to margin
clients as mentioned above, these balances are aged within 30
days.

The following is an aged analysis of other trade payables at the
end of each reporting period:

BNRESEPRARAREREE £
REFRECHEXH ML EFR
BRI DT A EAL A REIMEE - 8RB
BEEARE DT

BRI RSP E L N RIRARETT
R BEMR—LAMERHH AN R
PR EMNRESEP KRN BHRRAR
=tHAREE-

HpEMNEZREAN SRS HEERE
ZEREDWT

2016 2015

—EB—RE ZE—RF

HK$ HK$

I BT

0-30 days 0£30H - -
31-90 days 31290H - -
91-180 days 912180H - -
181-365 days 181%£365H - -
Over 365 days 365H A £ 5,897 5,897
5,897 5,897
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29. OTHER PAYABLES AND ACCRUALS 20. HithFEFRIARESRIE
Included in other payables of the Group as at 31 December AEERZZE—RNFR_ZE—RAF+=
2016 and 2015 were the following amounts: A=T—BzEMENRBEBRFEATK
15 :
2016 2015
—RE —E-RF
HK$ HK$
AT v
Other payables and accruals E A 5 FR0B N R R 2,168,841 4,388,082
30. BORROWINGS 30. &k
2016 2015
T—RF —E—-h%F
HK$ HK$
AT & 7T
Borrowing included in current liabilities 5T A i 8) & (& A {5 5
- Secured bank borrowings —BHFRITER 8,554,953 10,494,013
Notes: B 5 -
(a) The maturity of borrowings is as follows (Note (c)): (@) ERF A FHENT (K@)
2016 2015
—B—-RE —T—hF
HK$ HK$
T BT
Within one year —F R 1,998,932 1,939,954
In the second year F_F 2,059,731 1,998,958
In the third to fifth year BE=FERE 4,496,290 6,369,133
Over five years B hF - 185,968
8,554,953 10,494,013
At 31 December 2016 and 2015, the bank borrowings of the Group were NR-E—XNER—E—FF+-_B=+—
secured by the charges over the Group’s land and buildings (Note 15) A NEBETEIHAEER Y T RIET
and corporate guarantees executed by the Company (Note 36). At 31 (MEE15) YE BRI - I AR A B2 A B8
December 2016 and 2015, the Group’s bank borrowings are denominated R(MEE36) R—_E—NER-_E—FE
in HK$, bearing floating interest rate of 3% (2015: 3%) per annum. +-B=+—0 AEEZIEFEZHIE
THE WHFLAFEIE(ZZE—RF:3
[E)FH S
(b) The amounts due are based on the scheduled repayment dates set out in (b) &1 & BB T0 iR B R 5 o B TR R A AN A BT
the loan agreement. =
(©) The bank borrowings are shown under current liabilities as the loan (c) HRERGEE G BRERERER  WR
agreement contain a repayment on demand clause. TERRRDHEEET 25
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DEFERRED INCOME TAX LIABILITIES 31. BEEFEHAERE
The movement on the deferred tax liabilities is as follows: BIEFTISHABE 2 E8HuT
Fair value
adjustment
on
Undistributed non-monetary
Accelerated profits of assets through
tax foreign business
depreciation associate  combination Total
B BREBAH
RHIE BEATZ ZHEREE
EiiN KB F AFEAER &%
HK$ HK$ RMB HK$
BT BT AR B
Balance as at 1 January 2015 RZIZ-H1F-A—HH&ER 3,834,713 - 56,963,894 60,798,607
Charged/(credited) to profit or loss REZRMR,/ (FFA) (181,549) 4,320,880 (23,331,306)  (19,191,975)
Currency translation difference EMERER - (152,509) (2,009,072) (2,161,581)
Balance as at 31 December 2015 RZE-—AF+=ZA=1+—H
ke 3,653,164 4,168,371 31,623,516 39,445,051
Balance as at 1 January 2016 RZE—R"E-R—HNER 3,653,164 4,168,371 31,623,516 39,445,051
Credited to profit or loss FABE (181,549) (1,651,025) (31,046,614) (32,879,188)
Currency translation difference ERERER - (184,261) (576,902) (761,163)
Balance as at 31 December 2016 RZE-A"E+ZA=+—H
ok 3,471,615 2,333,085 - 5,804,700

The deferred tax liabilities are attributable to accelerated
tax depreciation, fair value adjustment and reversal on
non-monetary assets through business combination and
withholding tax on unremitted earnings of a PRC associate.

A deferred tax asset has not been recognized in the
consolidated financial statements in respect of estimated
unused tax losses available for offset against future profits due
to the uncertainty of future profit streams.

As at 31 December 2016, the unrecognized tax losses
of the Group amounted to HK$246,128,426 (2015:
HK$146,299,067). These tax losses have no expiry date except
that HK$60,418,771 will expire from 2017 to 2021 (2015:
HK$59,782,275 expire from 2016 to 2020).

BEREMABERENMRRGITE BB
EBEHZIEBEMEEZ A TEAR
Ko J Bl LA K rp BB 2 A RRIE B A 2
B -

ERBEMETE B R AR RR - R | R
EMBRRETAUEHEBRMEZ
BRI ADARBERERELEREE
o

R-ZZE—XE+=-A=+—H #£&
B2 R ERTIAR B 5246,128,426/%
T (ZF—F 4 :146,299,067#8 L) °
F260,418, 771 B TR _ZE—+tF =
—E - FHHER(ZE—RF:
59,782 275 TN _E—R"FE2F =
SFEHEER) N ZERIBEREYEE
B HE o
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32. SHARE CAPITAL AND PREMIUM 32. BARGE
Number of Ordinary Share
Notes  issued shares shares premium Total
BT
it = BirEE TiER i3 Byl Ry
(in thousands) HK$ HK$ HK$
(Fik&) BT BT BT
At 1 January 2015, 31 December 2015, RN_E-hE-A—-FH"
1 January 2016 and 0%
at 31 December 2016 +-A=+-8:
ZZ-R"F-R-HRk
NS
+-A=+-H 6,498,958 64,989,582 1,614,798,866 1,679,788,448

33.

The total authorized number of ordinary shares is
10,000,000,000 shares (2015: 10,000,000,000 shares) with a
par value of HK$0.01 per share (2015: HK$0.01 per share). All
issued shares are fully paid.

RESERVE

(i)

(i)

(iii)

Special reserve

The special reserve of the Group represents the difference
between the nominal amount of the shares issued by the
Company and the aggregate of the nominal amount of
the issued share capital and share premium of First China
Financial Holdings (BVI) Limited acquired pursuant to the
corporate reorganization undertaken in preparation for the
listing of the Company’s shares on GEM on 11 January
2002.

Statutory reserve

PRC companies are required to appropriate 10% of
statutory net profits to statutory reserve, upon distribution
of their post-tax profits in accordance with the PRC
laws and regulations. A company may discontinue the
contribution when aggregate sum of the statutory surplus
reserve is more than 50% of its registered capital. The
statutory surplus reserves shall only be used make up
losses of the companies, to expand the companies’
operation, or to increase the capital of the companies.

Translation reserve

Exchange translation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of foreign operations. The reserve is
dealt with in accordance with the accounting policies set
out in Note 2.5.
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34. SHARE OPTION SCHEMES

(a)

The Old Share Option Scheme

The Company operates a share option scheme under
which persons working for the interest of the Group are
entitled to an opportunity to obtain equity interest in the
Company. The number of shares in respect of which
options may be granted under the share option scheme
and any other share option schemes is not permitted to
exceed 30% of the shares of the Company in issue from
time to time, without prior approval from the Company’s
shareholders. The maximum number of shares issued and
to be issued upon exercise of options granted and to be
granted pursuant to the Old Share Option Scheme and
any other share options schemes of the Company to any
person (including both exercised and outstanding options)
in any 12-month period up to the date of grant of options
shall not exceed 1% of the shares of the Company
in issue, without prior approval from the Company’s
shareholders.

The Old Share Option Scheme was adopted pursuant
to a resolution passed on 17 December 2001. The
purpose of the Old Share Option Scheme is to provide
the people and the parties working for the interest of the
Group with an opportunity to obtain equity interest in the
Company, thus linking their interest with the interest of
the Group and thereby providing them with an incentive
to work better for the interest of the Group. Under the
Old Share Option Scheme, the Board of Directors of
the Company may grant options to eligible employees,
including Directors of the Company and its subsidiaries,
to subscribe for shares in the Company. Additionally, the
Company may, from time to time, grant share options to
outside third parties for settlement in respect of goods or
services provided to the Group.

HK$1 is payable on the acceptance of the option per
grant. Options may generally be exercised at any time
during a period to be notified by the Board to each
grantee provided that the period within which the option
must be exercised shall not be more than 10 years from
the date of grant of the share option.
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34. SHARE OPTION SCHEMES (continued)

(a)

The Old Share Option Scheme (continued)

The exercise price is determined by the Board, and will
not be less than the higher of (i) the closing price of the
Company’s shares on the date of grant; (i) the average
closing price of the shares for the five Trading Days
immediately preceding the date of grant; and (iii)) the
nominal value of a share.

On 5 September 2007, share options to subscribe for
an aggregate of 32,400,000 shares of the Company
were granted to certain Directors and employees of the
Company.

On 13 April 2010, share options to subscribe for an
aggregate of 84,000,000 shares of the Company were
granted to certain directors and employees of the
Company. The fair value of 84,000,000 share options
granted under the share option scheme on 13 April 2010
was determined by the Directors to be HK$23,382,573
with reference to a valuation performed by an
independent firm of professional valuers using a binomial
model. The inputs into the model included grant date
share price of HK$0.4, exercise price of HK$0.419 per
share, expected volatility of 103.41%, expected option life
of 10 years, no expected dividend and estimated risk-free
interest rate of 2.833%.

The Old Share Option Scheme adopted by the Company
on 17 December 2001 had expired on 16 December
2011. The Company has adopted the New Share Option
Scheme on 21 June 2012.

First China Financial Network Holdings Limited | Annual Report 2016
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34. SHARE OPTION SCHEMES (continued)

The Old Share Option Scheme (continued)
The following table discloses the movements of the share
options granted under the Old Share Option Scheme

(a)

34. RBRRHERTEI (&)

(a) EREREEEI ()
TREBBE-T—<F+=7
=+ — B UL R R E R

during the year ended 31 December 2016: SR ERE 228
Number of share options
BRiExE
Outstanding Outstanding
asat Reclassification Exercised Lapsed as at
Exercise 1 January during during during 31 December
Name of grantee Date of grant price  Exercisable period 2016 the year the year the year 2016
RoF-7% Rog-7%
-B-H +-R=+-H
REARE HHEH ik fTEHE HATE REREHIE ERITHR ERKH HATTE
Lai Yuk Mui (executive director) 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 - 3,186,158 - - 3,186,158
RIMLL (H7ES) —3-%% 041987 -Z-TEMATZEE
mA+=H “E-ZEMA+CA
Mr. Liu Runtong 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 31,861,575 - - - 31,861,575
(non-executive director)
UBALE (FuTES) —Z-%E 041987 —T-TE@AT=RZE
mA+=H ZZZZEMATCA
Professor Zhang Benzheng 13 April 2010 HKS$0.419  13/04/2010 - 12/04/2020 2,124,105 - - - 2,124,105
(independent non-executive
director)
FALHR (BUkHES) —T-TF 041987 —T-TE@AT=RAZE
MmA+=H “Z-TEMA+ZA
Sub-total for directors 33,985,680 3,186,158 - - 37,171,838
FE03
3 employees® 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 52,040,573 (3,186,158) - (3,186,158) 45,668,257
—HEE “2-%% 04198 -Z-TEWAT=AZ
MA+=H “ZCREMATCA
1 employee* 5 September 2007 HK$0.215  05/09/2007 - 04/09/2017 4,779,236 - - (531,026) 4,248,210
—%EE" it S 3 021581  —“FTtENARAZ
hALA ZE-tENAMA
Sub-total for employees 56,819,809 (3,186,158) - (3,717,184) 49,916,467
B2/t
Total 90,805,489 - - - 87,088,305
@3t
Weight average exercise price 0.408 - - - 0.409

METHRE
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34. SHARE OPTION SCHEMES (continued)

(a)

34. RBRRHERTEI (&

The Old Share Option Scheme (continued) (a) EERERRMERTEI(Z&)
The following table discloses the movements of the share TREZEHE_ZT—HF+=A
options granted under the Old Share Option Scheme =t+—BLEFEREEBRES
during the year ended 31 December 2015: BRI B AR 2 B B -
Number of share options
BREZE
QOutstanding QOutstanding
as at Exercised Lapsed as at
Exercise 1 January during during 31 December
Name of grantee Date of grant price  Exercisable period 2015 the year the year 2015
R-F-1fF RZZ-1F
o i ~5-8 _ tzA=t-R
AR RitAH 1%E  TEEE HARITR ERTR ERER HWATE
Mr. Liu Runtong 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 31,861,575 - - 31,861,575
(non-executive director)
UBARE (FuES) Z5-%f 04198n —E-SFMATZ=AZE
mA+=A ZZ-TENATCA
Professor Zhang Benzheng 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 2,124,105 - - 2,124,105
(independent non-executive director)
FAEHR (BUEHTES) 22 04igEr  —E-SFNAT=AZE
mA+=H ZE-RENATCA
Sub-total for directors 33,985,680 - - 33,985,680
BN
4 employees 13 April 2010 HK$0.419  13/04/2010 - 12/04/2020 52,040,573 - - 52,040,673
NEEE -%-% 0419%r  —E-FFMAT=AZE
mAE+=H “Z-ZENATCA
2 employees 5 September 2007 HK$0.215  05/09/2007 - 04/09/2017 4,779,236 - - 4,779,236
MEEE Z2%t% 001557 —EERLENARAR
hARA “Z-tENARA
Sub-total for employees 56,819,809 - - 56,819,809
(B8Nt
Total 90,805,489 - - 90,805,489
&3t
Weight average exercise price 0.408 - - 0.408

IWEFHEE

*

As one of the employees has resigned from his position on 30 May
2016, the options granted to him which are not exercised have
been lapsed accordingly.

As at 31 December 2016, the Company had 87,088,305
(2015: 90,805,489) share options outstanding for the
share options granted under the Old Share Option
Scheme. The exercise in full of the remaining share
options would, under result in the issue of 87,088,305
(2015: 90,805,489) additional ordinary shares of the
Company and additional share capital of HK$870,883 and
share premium of HK$34,752,482 (2015: share capital of
HK$908,055 and share premium of HK$36,164,481).
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34. SHARE OPTION SCHEMES (continued)

(b)

The New Share Option Scheme

The Company operates a New Share Option scheme
under which person working for the interest of the Group
are entitled to an opportunity to obtain equity interest in
the Company. The number of shares in respect of which
options may be granted under the New Share Option
Scheme and any other share option schemes is not
permitted to exceed 30% of the shares of the Company
in issue from time to time, without prior approval from
the Company’s shareholders. The maximum number of
shares issued and to be issued upon exercise of options
granted and to be granted pursuant to the New Share
Option Scheme and any other share options schemes of
the Company to any person (including both exercised and
outstanding options) in any 12-month period up to the
date of grant of options shall not exceed 1% of the shares
of the Company in issue, without prior approval from the
Company’s shareholders.

The New Share Option Scheme was adopted pursuant to
a resolution passed on 21 June 2012. The purpose of the
New Share Option Scheme is to provide the people and
the parties working for the interest of the Group with an
opportunity to obtain equity interest in the Company, thus
linking their interest with the interest of the Group and
thereby providing them with an incentive to work better
for the interest of the Group. Under the New Share Option
Scheme, the Board of Directors of the Company may
grant options to eligible employees, including Directors of
the Company and its subsidiaries, to subscribe for shares
in the Company. Additionally, the Company may, from
time to time, grant share options to outside third parties
for settlement in respect of goods or services provided to
the Group.

HK$1 is payable on the acceptance of the option per
grant. Options may generally be exercised at any time
during a period to be notified by the Board to each
grantee provided that the period within which the option
must be exercised shall not be more than 10 years from
the date of grant of the share option.
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34. SHARE OPTION SCHEMES (continued)

34. RBRRHERTEI (&)

(b) The New Share Option Scheme (continued) (b) FREEARMERTEI (&)
The exercise price is determined by the Board, and will TEERESSET  BTMERT
not be less than the higher of (i) the closing price of the N=F &= E%: ((ERFKRNH
Company’s shares on the date of grant; (i) the average REBEEBBZBHE: ((RHRE
closing price of the shares for the five Trading Days BERYBEBAERS H2FH
immediately preceding the date of grant; and (iii) the W (B : K ()RR AR EE-
nominal value of a share of the Company.
The following table discloses the movements of the share TEBEBEHE-ZZT - F+=A
options granted under the New Share Option Scheme =t+— BRI FERENBRAE
during the year ended 31 December 2016: BIFME LB &
Number of share options
%A
Outstanding Outstanding
as at Granted Lapsed as at
Exercise 1 January during during 31 December
Name of grantee Date of grant price  Exercisable period 2016 the year the year 2016
RZB-%% RZB-RE
-fA-H +=RA=+-H
RRARE BiHEY TR REE i A7 1 EREH ERKH i R AT 1
Mr. James Beeland 22 September 2014 HK$0.518  22/9/2014 - 21/9/2024 20,000,000 - - 20,000,000
Rogers Jr. (non-executive 0518%TT
Director)
James Beeland Rogers Jr 68 —E-M4 ZE-WENAZTZRE
(Fa7Es) nBEZtz8 ZZZMEAAZT-H
Mr. Chen Li* 13 November 2014 HK$0.590  13/11/2014 - 12/11/2024 15,000,000 - (15,000,000) -
(executive Director) 0.590/ 7T
BNEE (M1EE) “E-mE “Z-MET-ATZEE
T-A+=H ZE-ME+-A+ZH
Mr. James Begland 16 October 2015 HK$0.238  16/10/2015 - 15/10/2025 20,000,000 - - 20,000,000
Rogers Jr. (non-executive 02387
Director)
James Beeland Rogers Jr e ZE—HETATRAH ZZ-R5TATrBE
(Fa7EE) “Z-aftATEA
Mr. James Beeland Rogers Jr. 9 November 2016 HK$0.15  9/11/2016 - 8/11/2026 - 20,000,000 - 20,000,000
(non-executive Director)
James Beeland Rogers e ZE—AFT—AAB  0158n  ZT-~FET-ANRE
(Fu17E%) —Z=~t-ANR
Total 55,000,000 20,000,000 (15,000,000) 60,000,000
@it
Weight average exercise price 0.436 0.15 0.59 0.302

MEFHIEE
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34. SHARE OPTION SCHEMES (continued)

(b)

34. RBRRHERTEI (&

The New Share Option Scheme (continued) (b) FhEERRMERTEI (&)
The following table discloses the movements of the share TREZEHE_ZT—HF+=A
options granted under the New Share Option Scheme =T —BHIEFEREBERERER
during the year ended 31 December 2015: SR ERE 228
Number of share options
BRERA
Outstanding Outstanding
as at Granted Lapsed as at
1 January during during 31 December
Name of grantee Date of grant Exercise price  Exercisable period 2015 the year the year 2015
RZZ-1% RZE-1%
. ) -A-A ) . tZA=1-H
RRALE REEH 88  RER HAITE EREH EREU WA
Mr. Haroon Hasan* 22 September 2014 HK$0.518  22/9/2014 - 21/9/2024 10,000,000 - (10,000,000) -
(executive Director) 0518%T
Haroon Hasanfi 4 ZZ-mF —T-MEAA-TZHE
(178%) ME=+=R ZZMEARZT-RB
Mr. James Begland 22 September 2014 HK$0.518  22/9/2014 - 21/9/2024 20,000,000 - - 20,000,000
Rogers Jr. (non-executive 051887
Director)
James Begland Rogers Jris  ZZ—MF “E-MEAAZTZRE
(Fa7EE) hEZt=H ZZMEARZT-AR
Mr. Chen Li 13 November 2014 HK$0.590  13/11/2014 - 12/11/2024 15,000,000 - - 15,000,000
(executive Director) 0590/ 7T
BNLE (BES) —T-|mE “Z-ME+-AT=B%E
T-A+=H ZEEET-ATZH
Mr. James Beeland 16 October 2015 HK$0.238  16/10/2015 - 15/10/2025 - 20,000,000 - 20.000.000
Rogers Jr. (non-executive 0.238% 7
Director)
James Beeland Rogers Jrn i —E—HF “E-nFTATAEE
(FaEE) TA+H A5+ ATEA
Total 45,000,000 20,000,000 (10,000,000) 55,000,000
st
Weight average exercise price 0.542 0.238 0.518 0.436

MEFHHEE

As at 31 December 2016, the Company had 60,000,000
(2015: 55,000,000) share options outstanding for the
share options granted under the New Share Option
Scheme. The exercise in full of the remaining share
options would result in the issue of 60,000,000 (2015:
55,000,000) additional ordinary shares of the Company
and additional share capital of HK$600,000 (2015:
HK$550,000) and share premium of HK$17,520,000
(2015: HK$23,420,000)

RZBE—R"EF+A=+—8"
ANAFH60,000,00010 (—F—F
F 1 55,000,00017 ) 18 5 5 6 % 42
T EIR 2 B AR M 1 R 1T 1 o W]
MTZEREE2ETFE BE
# %8 4N 3% 7760,000,0000% ( ==
— T £ : 55,000,000 ) A& R &) &
AR - DA R EE A BESINIR A5600,000
B (ZZ—A 4 550,000/ 7T)
N B934 817,520,000 ¢ ( ==
—F 4 : 23,420,000/ 7T ) °
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34. SHARE OPTION SCHEMES (continued)

(b)

(c)

The New Share Option Scheme (continued)

The share options granted to Mr James Beeland Rogers
Jr. may be exercisable at any time during the exercisable
period. In the event that the service agreement is
terminated before the term ends, they shall be entitled
to the said share options on a pro rata basis, and any
excess share options granted to but not exercised by
them shall lapse.

*

The vesting condition of the share option granted to Mr. Chen Li is
to exercise the share option only after satisfaction of the condition
that the net profit after tax of Shenzhen Star Technology Co., Ltd
(based on its audited accounts) for the profit targets specified in
the employment contract. As Mr. Chen Li resigned from his position
on 1 July 2016, the options granted to him would be lapsed
accordingly.

# With effect from 4 February 2015, Mr. Haroon Hasan resigned as
an executive Director of the Company. Accordingly, his entitlement
to share option lapsed on the same date.

Fair value of share options and assumptions

The fair value of share options granted under the scheme
at the date of grant was determined using the Binomial
option pricing model with the following inputs:

34. RBRRHERTEI (&

(b)

(c)

B HERTEl (&)

#% ¥ James Beeland Rogers Jr.%t

A2 BT RITEE A

BT LATTE o W AR TS 175 58 iA EARR 45

RAETH AR I - HE R B EEL A=

BLERE MES2ERER

BIIE 2 ERBEERESS

o

* BYRAOGEZBRENTBIGHE
P ER B TATE  ZIEHA
AINTREBRLAR A RIBRBIEL
F(EREEEZER)ENNERE
HFTREZBFBZE - AR N EE
BER-ZT—AFtA—BET HE
BTz BRESRE LR

# BE-Z—h4% = AMAE Haroon
Hasanst £ AR R AIRITES - |
b HEA 2 BRERRF AR

BREZAFERRER

R R EIRIEE R 3R Y 2
Rt 2 A FETRA R R
EERAZ NI BAREERE

16 October 9 November
Date of grant 2015 2016
—¥-1F C"¥-R~E
REBY +B+xH +—BAArH
Fair value at the date of grant 0.113% T 0.075% T
REHB#HZATE
Exercise price per share 0.238/5 7T 0.15/87T
BRITEE
Expected volatility 86% 83%
8 K 18
Expected dividend yield - -
TR B A
Expected option period (years) 10.0 10
TEHAME AR REHARR (4F)
Risk-free rate 1.45% 1.01%

B B )

The expected volatility is based on the historical volatility
of the shares of the Company over the expected option
period. Changes in the subjective input assumptions
could materially affect the fair value of the share options
granted. During the year, the fair value of equity-
settled share-based payment of HK$1,688,031 (2015:
HK$5,103,117) has been recognized in profit or loss.
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35. OPERATING LEASE COMMITMENTS 35. {EEMLKIE
The Group as lessee AEEEEBRHEAN
As at 31 December 2016, the Group had future aggregated RZZE—ARFE+TA=+—80 K5H
minimum lease payments under non-cancelable operating RIBETN AR CEROHERYEEN
leases in respect of rented premises as follows: ZARGEHEERIELBERAT
2016 2015
—E—RF —T—RF
HK$ HK$
I P TT
No later than one year —F R 1,594,446 2,445,035
Later than one year and —FREAFNAN
no later than five years 5,989,228 -
7,583,674 2,445,035
Leases in respect of rented office premises are negotiated HMANAEME L ABRIIRELR—=
for an average period of one to five years (2015: one to three AF(ZE—HRHF:—2=F) -
years).
36. SIGNIFICANT RELATED PARTY TRANSACTIONS 36. EXHFHREALRS
In addition to the transactions and balances disclosed BRIt SV BRREMESHRER RS
elsewhere in these consolidated financial statements, the KN REERFRNFIZUATERXR
Group had the following significant related party transactions BHEALRS:

during the year:

2016 2015

et B —T-EE

Note HK$ HK$

M 5 BT T

Office rentals paid to a director SHFESEZHAERS () 3,000,059 3,167,607
Service income received from BERERUE 2 RIEHKIA

Guangdong Brightzone (if) 775,864 630,962
Service income received B B & R RIUE 2 AR TS YA

from an associate (i) - 19,905,079
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36.

SIGNIFICANT RELATED PARTY TRANSACTIONS

36. EXAHAEALRS (&)

(continued)
2016 2015
—E—RF —ET—HF
HK$ HK$
#IT BT
Key management compensation FEEBEABZHN
— Salaries and other short-term —HehEMEHESRT
employee benefits 3,757,000 8,070,253
— Share options — BB P& 1,688,031 5,613,208
- Post-employment benefits — BBt 46,500 73,500
5,491,531 13,756,961

Notes:

(i)

(il

The office rentals paid to the Company’s director by few subsidiaries were
based on the market rental.

Mr. Wang Jiawei is an executive Director of the Company and therefore a
connected person of the Company as defined in the GEM Listing Rules.
Accordingly, the transactions between those subsidiaries and Mr. Wang
constitute connected transactions for the Company under the GEM Listing
Rules.

Wealth Alliance (a wholly-owned subsidiary of the Company) entered into
an agreement with Guangdong Brightzone pursuant to which Guangdong
Brightzone has appointed Wealth Alliance for the website operation and
sales promotion services. The service income were based on terms
agreed between the parties involved. Guangdong Brightzone is owned
as to 51.43% by Shenzhen Guangxin and the remaining interests by
independent third parties.

Shenzhen Guangxin is controlled by Ms. Chen Dongjin. Ms. Chen
Dongjin is the spouse of Mr. Wang Wenming (who is a former Director
of the Company) and is therefore an associate of a connected person
of the Company as defined in the GEM Listing Rules. Accordingly, the
transactions between Wealth Alliance and Guangdong Brightzone under
the Sales Agency Agreement constitute continuing connected transactions
on the part of the Company under the GEM Listing Rules.

Service income from an associate was charged at a negotiated value. No
significant balance was carried forward at the end of the reporting period
in respect of the current year.
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36. SIGNIFICANT RELATED PARTY TRANSACTIONS

(continued)

The Company has given a corporate guarantee to the extent of
HK$30,230,000 (2015: HK$30,230,000) to a bank in respect
of general banking facility granted to two (2015: two) of its
subsidiaries. As at 31 December 2016 and 31 December 2015,
an amount of HK$8,554,953 (2015: HK$10,494,013) of such
facility was being utilized by the subsidiaries. In the opinion of
the Directors, no material liabilities will arise from the above
corporate guarantee which arose in the ordinary course of
business and fair value of the corporate guarantee granted by
the Company is immaterial.

36.

EXARENLRS (&)

AARERFEFEFIRAR(ZE—H
FRR)MBRR 2 —MRIRITEEMIR
77 1E 130,230,000 T ( = F — A F:
30,230,000 70) 2 R AR - ZF
—ARNF+_A=Z=+—HERZZE—EHF
+ZA=+—H ZEWBRARBAZ
& & 58 58,554,953 B L (ZE—H
%:10,494,013%8 L)  EER A KB
BEBFRIIVZ FMARBERIEESE
BEREBE BARRMBEHARERYZ
NEELTEK-
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37. STATEMENT OF FINANCIAL POSITION OF THE

37. RKASIMHBRRER

COMPANY
2016 2015
—E—REF —E—RHF
Note HK$ HK$
M =E I BT
Non-current assets ERENEE
Property, plant and equipment e Yy 75,994 44,236
Investments in subsidiaries E/\W% AZIEE 18 - 4,771,260
Interests in associates NN TZ%¥ 14,886,819 14,886,819
Amounts due from subsidiaries F BT B A R A 497,250,928 513,126,723
512,213,741 532,829,038
Current assets RENEE
Repayments, deposits and TET A TE@&
other receivables H {th jE W 5008 262,137 195,967
Amounts due from former Director J& & B E%%m 331,419 831,419
Bank balances and cash RITHEBR LIRS 135,996,261 156,526,048
136,589,817 157,553,434
Total assets EEHEE 648,803,558 690,382,472
Current liabilities REAE
Other payables and accruals H b eI 3 IE—&FE:HF 873,512 849,871
Amounts due to subsidiaries JE B /B A B SRIA 13,606,591 13,606,591
14,480,103 14,456,462
Net current assets RENEEFE 122,109,714 143,096,972
Net assets BEFE 634,323,455 675,926,010
Capital and reserves AR E
Share capital fi% < 64,989,582 64,989,582
Share premium %15 i B 1,614,798,866 1,614,798,866
Share-based compensation reserve J& 7 % (& f## #5 30,383,874 34,149,275
Accumulated losses ZErEE (1,075,848,867) (1,038,011,713)
Total equity R sRE 634,323,455 675,926,010

Wang Jiawei Lai Yuk Mui
E - REH
Director Director
o BF
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38. RESERVE OF THE COMPANY

38. KATHEE

Share-based

For the year ended 31 December 2016 HE—ZT—NF+-_A=Z+—AHIFE

Share Share compensation  Accumulated
capital premium reserve losses Total equity
A BEE RHBERE RitlE HneE
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
Balance as at 1 January 2015 RZE-RE-A-Bz&H 64,980,582  1,614,798,866 20,832,788 (1,018,559,920) 691,061,316
Loss for the year ENER - - - (20238423)  (20,238,429)
Equity-settled share option RS 2 BIRERH
arrangements - - 5,103,117 - 5,103,117
Transfer of share-based compensation & J & ¥ 8 Ye sk fE i
reserve upon the forfeiture or ERRNEERE
expiry of share options - - (786,630) 786,630 -
Balance as at 31 December 2015 RZE-1F
+ZA=t-Hz&% 64,989,582  1,614,798,866 34,149,275  (1,038,011,713) 675,926,010
Balance as at 1 January 2016 RZE-RE-A-Bz&H# 64,989,582  1,614,798,866 34,149,275 (1,038,011,713) 675,926,010
Loss for the year FREE - - - (38,760,586) (38,760,586)
Reversal of share-based compensation & R 1 1 5 Yo & @ k7 i 2
reserve upon the forfeiture of i
share option - - (4,530,000) - (4,530,000)
Equity-settled share option NREEE BRER
arrangements - - 1,688,031 - 1,688,031
Transfer of share-based BREXARERRN
compensation reserve upon HERE
the lapse of share options - - (923,432) 923,432 -
Balance as at 31 December 2016 RZE—RF
+-A=t-Bz4&% 64,989,582  1,614,798,866 30,383,874 (1,075,848,867) 634,323,455
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FINANCIAL SUMMARY
Bt %5 W =

A summary of the results and of the assets and liabilities of the FHiFAFKITH B KEEZGAMBTRERZA
Group for the last five financial years as extracted from the published S£EBERAMAMREEEEANEEREE
audited consolidated financial statements is set out below: MEHIIWNT

Year ended 31 December

BEt-A=+-HLEE

2016 2015 2014 2013 2012
—E-RE —T-1fF —T-pF —T-=% —T-CF
HK$ HK$ HK$ HK$ HK$
BT AL B B B
(Restated)
(BE5)
RESULTS 3
Revenue Urzs 8,896,415 45,714,003 40,616,592 14,809,860 9,185,990
(Loss)/profit before income tax BETEEA (BE) /7B (277,782,737)  (79,676,433) 120,366,125  (42,467,528)  (44,686,708)
Income tax income/(expense) BHKA/ (%) 32,879,188 18,628,673 (3,147,706) (844,111) 181,522
Profit from discontinued operation BRI E B E - - - 9,333,152 5,097,537
(Loss)/profit for the year ER(BE)/FIH (244,903,549)  (61,047,760) 117,218,419  (33,978,487)  (39,407,649)
Attributable to: JE1E -
Owners of the Company ARARIEEA (244,075,407)  (62,850,046) 114,540,442  (34,033,645)  (39,019,328)
Non-controlling interests kR (828,142) 1,802,286 2,677,977 55,158 (388,321)
(244,903,549)  (61,047,760) 117,218,419  (33,978,487)  (39,407,649)
Year ended 31 December
BE+-A=+-HLEE
2016 2015 2014 2013 2012
ZE-RE —T-RE —T-NF —T-=% —T-CF
HK$ HK$ HK$ HK$ HK$
BT BT B BT B
ASSETS, LIABILITIES AND BE BRREERER
NON-CONTROLLING INTERESTS
Total assets BEGE 500,383,613 802,266,703 900,049,433 154,122,355 146,521,839
Total liabilities BELE (31,346,192)  (71,550,339)  (98,789,783)  (35,364,540)  (48,379,794)
Non-controlling interests kR (6,215,475) (7,006,907) (5,267,851) (2,607,017 ()

462,821,946 723,709,457 795,991,799 116,150,798 98,142,044
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