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IMPORTANT NOTICE

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 and no assurance is given
that there will be a liquid market in the securities traded on GEM.

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 Heng Xin China Holdings Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM 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 the information contained in this report is accurate and complete
in all material respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this report misleading.
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CORPORATE INFORMATION

DNEEHR
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Executive Directors
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Mr. Xiao Yan (Chief Executive Officer)
Mr. Qiu Bin

Mr. Li Tao

Mr. Li Nan

Mr. Gao Yang

Mr. Yu Bun

Non-Executive Director

Mr. Wang Kun

Independent Non-Executive Directors
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Mr. Hu Dingdong
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COMPANY SECRETARY
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CORPORATE INFORMATION

DNEEHR
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CORPORATE INFORMATION
DNEEHR
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Hong Kong
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Bank of China
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Wanchai, Hong Kong
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CORPORATE CHART
NCIES -

Heng Xin China Holdings Limited was incorporated as an exempted ERHEZFERERAGNR _ZEZE_FH A NHE
company with limited liability in Bermuda on 9 September 2002 under RIEBREZE—NN—FREE(KET) KRB R
the Companies Act 1981 of Bermuda (as amended). The Company’s ZEi 7 AEHREER AR o RARKMH R
shares were listed on GEM on 16 April 2003. The following is a corporate  —ZEZ =% A +/~HBREIZER LM - TE A
chart of the Company and its principal subsidiaries up to the date of this ARG REFENBARHEARELR A
report. AIEEE -

HENG XIN CHINA
HOLDINGS LIMITED
(BERMUDA)

ERHEERER AR
(BFE)

100% 100% 100%

HENG XIN CHINA CgAMP'oN WEALTH CROWN
MANAGEMENT LIMITED DEVECORMENT INVESTMENTS LIMITED
e LIMITED o

(HK)
EEEEERA T ETYAG
ELEEFFEAQ SEREARAT i’l‘i?ﬁﬁﬁ?ﬁhﬂ
(F#) (F) (€5

100%

BEWING KAIQIAO
LISHENG
TECHNOLOGY CO., LTD
(PRC)
ERHUGILERHE
HRAA

100% 51%

HONG KONG HENG XIN SHANXI ZHONGZE
MANAGEMENT LIMITED SHENZHEN CHAMPION oo aaoup ZHONG KUANG JING 21 HENG YUAN
BENING MAXIUMIC GROUP INVESTMENT CO., LTD BIOLOGICAL
REPRESENTATIVE OFFICE o, LTD COILTDANHULERANCH (PRC)
o & (PRC) TECHNOLOGY CO., LTD

PRC)
- R EE G EMARAR EAERER 89

Fif HIRAF R PR EE A R F - ’a 5 AF - ARAT T R E I A R
(m@) e () ARAR

: (hE)

100% 100%

HEBEI CHAMPION HUZHOU MINGXIN
SHENZHEN EELINCICHAMBION MAXIUMIC MICRO-ELECTRONIC BEWING YAAO BOSHI LIJIANG XINLEI MINING
ZHONGZESAIEN MAXIUMIC TECHNOLOGIES CO., LTD co,, LTD TECHNOLOGY LIMITED DEVELOPMENT CO., LTD
TECHNOLOGY CO., LTD TECHNOLOGY CO., LTD (PRC) (PRC)
(PRC)
M B F A ERTRGBEE
HRE #|

EFEERPCREERAT
(

(R E)
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MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT

THE GROUP

The Company and its subsidiaries (the “Group”) still recorded a loss
in its overall results for the financial year ended 31 December 2015
which there was a loss in its overall results for the financial year
ended 31 December 2014. In response to the market structure
and based on the overall plan of the Group, the Group had been
investing its resources in the acquisition of new business and was
prepared to enter into new business during the year.

BUSINESS REVIEW

Digital cable television business

During the year 2015, the PRC subsidiary it R 2n R E& T AR
7~ 7] (Beijing Yaao Boshi Technology Limited*) had co-operated
with local television stations of Xinji, Dongguang and Qing County
in Hebei province to develop the cable television network that
covers the three counties. The digital transformation scheme had
been implemented for the cable television subscribers in the said
three counties. The revenue from this sector form the main and
vital source among the other business sectors in the Group.

Wireless digital television value-added
services

The Group signed contracts for the operation of wireless digital
mobile television in Hebei province, under which value-added
business such as advertisement displayed via 60,000 display
panels in public areas will be carried out.

Encrypted integrated circuits business

During the year 2015, there was pretty little revenue generated
from software sales and technical solutions provision of this
segment, which was adversely affected due to less market
demand and development cycles issues. The disposal of Star Hub
Investments Limited and its subsidiaries (“Star Hub Group”) which
was completed on 31 December 2015 confirmed the Group felt
pessimistic to this sector of business.

Heng Xin China Holdings Limited Annual Report 2015
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Wireless digital audio integrated circuits
business

During the year 2015, the demand for the circuits was improving
and the revenue generated from this business shared a certain
important component of the revenue. It is believed that the demand
will remain stable in the coming years. The Directors will think ways
to better utilize its resources.

Wireless digital terrestrial television
network equipment integrated business

The revenue of this segment was mainly arised from the demand
of set-top boxes and related products. Though there was business
from the segment during the year, the Directors believe the
demand for those products from domestic and overseas market
was still mediocre. The disposal of Star Hub Group proved that
the Directors determined to better utilize the resources into other
profitable present or new business sectors.

Castor products

The Group explored new business opportunity during the year.
The capital injection of L 78 2B R 4 YR AR A A (Shanxi
Zhongze Heng Yuan Biological Technology Company Limited*)
(“Shanxi Zhongze”), which became a non-wholly owned subsidiary
of the Company, proved that the Group was diversifying the
business portfolio. It is believed that the business segment from
research and development, manufacturing and selling of castor
seeds and castor beans, and its related business will provide a
new income stream to the Group in 2016.

MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT
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MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT

PROSPECTS

The Group is principally engaged in digital cable television
business, wireless digital television value-added services, wireless
digital terrestrial television network equipment integrated business,
wireless digital audio integrated circuits, research, design,
development on and manufacturing of electronic message security
products, integrated circuits, and integrated circuit solutions and
the related services, and in the business of manufacturing and
selling of castor seeds and castor beans and selling of castor oil.

In year 2015, the Group consolidated and served its contracted
broadcasting television subscribers, and build a foundation for
achieving the overall objectives of development of the Group.
More importantly, the Group seek cooperation opportunities in
new provinces while expand its business in the provinces in which
cooperation has been established, so as to create more promising
profit growth and the long-term value for the Group.

On 26 January 2015, the Group had entered into the capital
injection agreement with F#F1EREEEE AR QA (Zhong Xiang
Heng Yuan Investment Management Company Limited*) and Hu
Guosheng, the shareholders of Shanxi Zhongze in relation to the
Capital Injection (further details as set out in the section headed
“Capital Injection”) from the Group to Shanxi Zhongze. It principally
engaged in research and development, manufacturing and selling
of castor seeds, manufacturing and selling of castor beans,
research and development of technology of biological products,
research and development of technology of new technology of
castor industry, promotion of technology, application of technology
and selling of castor oil. The completion of the capital injection has
occurred on 4 December 2015.

Heng Xin China Holdings Limited Annual Report 2015
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On 1 December 2015, the Group entered into a non-legally binding
memorandum of understanding with an independent third party
in respect of the possible acquisition of 100% equity interest in X
BB Im £ ¥ ae R A R A A (Daging AORUI Bioenergy Co., Ltd.*)
(“Daging AORUI”) which is principally engaged in manufacturing
and sale of biodiesel products. Daging AORUI currently has two
biodiesel production lines in the PRC and plans to transform and
upgrade one of its two production lines for the manufacturing
of biomass-based aviation fuel. As at the date of this report, the
Company has been carrying out due diligence review on Daging
AORUI, its holding company and its subsidiaries (if any) and their
assets, and no formal agreement has been entered into.

Besides, in February 2016, the Group acquired 8.55% effective
interestin E & & 2B R 5+ L AR A A (Qingdao Guojin
Precious Metal Exchange Centre Company Limited*). Upon such
acquisition, the Group will start to involve in the provision of online
platform for trading and deferred spot delivery services of precious
metal. The Group believes that the exploration of new investment
opportunities will be fruitful to the shareholders.

In 2016, the Group will gradually spin-off its traditional cable
television and electronic integrated circuits businesses and gain
a foothold in advantageous sectors such as patent or property
rights services, financial products and services and industry
chain resources, expand the industry scale, develop three major
business segments of castor industry chain, palm products
industry chain and health foods. The Group will also develop the
four major service platforms respectively of internet, patented
technology application, financial services, industry chain integration
services in order to foster maximum benefits for the shareholders
through horizontal and vertical integration with the above business
segments of whole industry chains of castor, palm and health
foods.

MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR I

FINANCIAL REVIEW

For the year ended 31 December 2015, the Group recorded a
consolidated revenue from continuing operations of approximately
HK$34.7 million, and consolidated revenue generated from discontinued
operations was approximately HK$1.3 million while the revenue for the
year ended 31 December 2014 was approximately HK$47.3 million
(revenue from discontinued operations was approximately HK$8.4 million
in 2014). Loss attributable to owners of the Company was approximately
HK$452.1 million, as compared to the loss attributable to the owners of
HK$768.3 million for the year ended 31 December 2014. Basic loss per
share (including discontinued operations) was approximately HK10.17
cents, as compared to basic loss per share HK22.33 cents (including
discontinued operations) for the year ended 31 December 2014.

Revenue

During the year 31 December 2015, the revenue of the Group was
principally derived from the following business segments:

(i) Digital cable television business

The revenue for the year ended 31 December 2015 generated from
digital cable television business amount to approximately HK$21.1
million (2014: HK$39.7 million) or approximately 59% (2014: 71%)
of the total revenue including the discontinued operations for this
financial year, including operational revenue from basic subscription
and over value-added technology and sales of digital cable
television business related products.

(iij) Wireless digital television value-added services business
The revenue for the year ended 31 December 2015 generated
from wireless digital television value-added services business
amounted to approximately HK$9.5 million (2014: HK$7.7 million)

or 26% (2014: 14%) of the total revenue including the discontinued
operations.

Heng Xin China Holdings Limited Annual Report 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENW®NR M

(iii) Encrypted integrated circuits business

The revenue for the year ended 31 December 2015 generated
from the encrypted integrated circuits business and the derived
integrated business amounted to approximately HK$117,000
(2014: HK$8.4 million). The disposal of Star Hub Group has
been completed during the year and Star Hub Group treated as
discontinued operation.

(iv) Wireless digital audio integrated circuits

The revenue for the year ended 31 December 2015 generated
from the wireless digital audio products business and the related
technical services amounted to approximately HK$4.1 million (2014:
HK$13,000) or approximately 11% (2014: 0.02%) of the total
revenue including the discontinued operations.

(v) Wireless Digital Terrestrial Television Network Equipment
Integration business

The revenue for the year ended 31 December 2015 generated from
wireless digital terrestrial television network equipment integration
business amounted to approximately HK$1.2 million (2014: Nil).
The Group disposed this business segment during the year and it
was treated as discontinued operations.

(vi) Castor products business

There was no revenue generated from castor products business
during the year ended 31 December 2015 (2014: Nil).

Gross Profit Margin

Gross profit margin of the Group was approximately 35% (2014: 75%).

Other Income

Other income amounted to approximately HK$1.4 million (2014: HK$31.2
million) which included written back on provision of trade receivables and
prepayments, reversal of impairment on inventories and business tax and
government levies over-provided in previous year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Administrative and Operating Expenses

Administrative and operating expenses were approximately HK$55.9
million for the year ended 31 December 2015, compared to
approximately HK$130 million for the year ended 31 December 2014.
During the year 2014, there was penalty incurred by a subsidiary in PRC
amounting to approximately HK$66 million.

Impairment losses

Impairment losses on property, plant and equipment

At the end of reporting period, the Group has determined property, plant
and equipment of HK$13.8 million (2014: HK$66.5 million) as impaired.
The property, plant and equipment was acquired by a subsidiary in PRC
which the directors believe that they were probably not applicable and
could hardly generate future stream of income.

Impairment losses on inventories

The write down of inventories amounted to HK$4.6 million (2014: HK$76
million) has been recognized as expenses during the year ended 31
December 2015 as those inventories were slow-moving and obsolete
which kept in warehouse for over 1 year. The Directors reviewed the list
of inventories and considered that they are probably no longer suitable
for use in operation.

Impairment losses on goodwill

The performance of part of operations in 2015 had not met the
expectation of the Board and resulted in net loss. Therefore, for better
utilize the limited resources, the Group aimed to diversify the investment
risk and expected new business sector will bring new opportunities to
the Group.

The Group made a conservative forecast for wireless digital terrestrial
television network equipment integration and digital cable television
business because of the decline result of wireless digital terrestrial
television network equipment integration and digital cable television
business during the year 2015.

Heng Xin China Holdings Limited Annual Report 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

The recoverable amount of the cash generating unit in the digital
cable television business has been determined based on value in use
calculation using cash flow projection based on financial budgets
approved by senior management covering a fourteen-year period. The
discount rate applied to cash flow projection is 22.88% (2014: 23.5%).

Regarding to the digital cable television business, the result was not
that satisfactory as expected though 1t & &8 38 1§ 18 & 17 5 R 2 &
(Beijing Yaao Boshi Technology Limited*) had become an indirect wholly-
owned subsidiary of the Company and its financial results had been
consolidated into the Group’s financial results after 20 August 2014. The
Directors agreed to make impairment due to the decrease in value of
cash generating unit.

Impairment losses on trade receivables

The Directors impaired trade receivables which due over 365 days
as at 31 December 2015. The Directors concluded that these trade
receivables should be impaired to reflect the fair financial position of
the Company as at 31 December 2015. The Directors will take further
possible actions to follow up those impaired accounts receivable. The
Board will evaluate the existing policy towards the recoverability of those
accounts receivable regularly.

Impairment losses on deposits for acquisition of non-current
assets

The Directors impaired parts of non-current deposits which due over
one year. Following the same policy as impairment on trade receivables,
impairment was provided for balances unless there is evidence of high
recoverability. Besides those impaired items, the Directors are optimistic
that other deposits will be returned to the Group or will be used in its
business in the future.

Impairment losses on construction-in-progress

At the end of reporting period, the Group had determined construction-
in-progress of HK$4.0 million as impaired in 2015 (2014: HK$16.7
million). As a result, the Directors decided to impair construction-in-
progress in view of they would hardly generate future stream of income.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Impairment loss on prepayments, deposits and other
receivables

Refer to the Company’s policy, the Directors impaired this category of
which the recoverability is remote.

Finance costs

Finance costs amounted to approximately HK$9.3 million (2014: HK$9.6
million), of which approximately HK$7.2 million (2014: HK$9.1 million)
represented effective interest expenses on non-convertible bonds issued
by the Company before its maturity.

Property, plant and equipment

Property, plant and equipment amounted to approximately HK$35.6
million (2014: HK$47.9 million) , represent a decrease of 26% of property,
plant and equipment in 2014. At the end of reporting period, the Group
has determined HK$13.8 million (2014: HK$66.5 million) was impaired to
reflect the true picture of the operation.

Intangible assets

Intangible assets amounted to approximately HK$63.7 million
representing an increase of approximately 36% compared to HK$47.0
million as at 31 December 2014. The increase of the intangible asset was
mainly due to the acquisition of Shanxi Zhongze.

Goodwill

Goodwill amounted to approximately HK$20.4 million represents a
decrease of approximately 79% compared to approximately HK$95.6
million as at 31 December 2014. Impairment loss on goodwill amounted
to approximately HK$80.3 million incurred at the end of reporting period.
For details of the same, please refer to the section headed “Impairment
losses on goodwill”.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Inventories

Inventories amounted to approximately HK$46.7 million, represent a
decrease of approximately 74% compared to HK$177.8 million as at
31 December 2014. The inventories comprised set-top boxes, software
and equipment for trading. The decrease of inventories was mainly
due to the disposal of Star Hub Group which comprise over HK$100
million inventories and impairment loss on inventories amounted to
approximately HK$4.6 million was provided during the year.

Trade receivables

Total trade receivables (net of allowance for doubtful debts) amounted
to approximately HK$110.9 million, representing a decrease of
approximately 57% compared to HK$257.3 million as at 31 December
2014. During the year, the Group determined to make provision for
impairment of approximately HK$137.9 million to reflect the recoverability
of such receivables. The Directors will take necessarily actions for those
receivables.

Prepayments, deposits and other receivables

Prepayments, deposits and other receivables amounted to approximately
HK$62.4 million as at 31 December 2015, a decrease of approximately
75% when compared to HK$246.9 million as at 31 December 2014. As
at 31 December 2015, prepayments, deposits and other receivables of
approximately HK$189.8 million were classified under disposal group
held for sale. Therefore, there was quite a big decrease of the balances
at the end of the reporting period.

The Directors will take further actions to follow up the impaired
prepayments, deposits and other receivables.

Trade payables

Trade payable amounted to approximately HK$41.1 million as at 31
December 2015, an increase of approximately 18% when compared to
HK$34.7 million as at 31 December 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Other payables and accruals

Other payables and accruals amounted to approximately HK$240.7
million as at 31 December 2015, an increase of approximately 1.2%
when compared to HK$237.7 million as at 31 December 2014. The
increase was mainly due to temporary receipt of share subscriptions in
December 2015 offset by the transfer of other payables of approximately
HK$64.2 million classified as liabilities directly associated with disposal
group held for sale.

Bonds

On 27 December 2012, the Company and Sandmartin International
Holdings Limited (“Sandmartin”) entered into a subscription agreement,
pursuant to which Sandmartin subscribed for the 6% coupon bond in
the principal amount of HK$100,000,000 (2012 Bond”). The 2012 Bond
matured on 29 December 2014.

On 12 January 2015, the Company redeemed part of the 2012 Bond in
the principal amount of HK$30,000,000 by setting off against part of the
subscription amount of the HX Bond (as defined below) issued by the
Company to National United Resources Holdings Limited (“NUR”) in the
amount of HK$30,000,000 as directed by Sandmartin.

On the same day, the Company and Sandmartin entered into an
agreement to extend the maturity date for the outstanding part of the
2012 Bond in the principal amount of HK$70,000,000 until 30 June 2015
with the same coupon rate of 6% per annum and the parties agreed on a
repayment schedule for the said outstanding portion of the 2012 Bond in
six instalments, with the last payment to be made on or before 30 June
2015.

Details are set out in the announcements of the Company dated 27
December 2012 and 12 January 2015 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENW®NR M

On 12 January 2015, the Company and NUR entered into a conditional
subscription agreement (as amended and supplemented by a
supplemental agreement dated 3 March 2015), pursuant to which
NUR has conditionally agreed to subscribe for and the Company has
conditionally agreed to issue to NUR the 11% coupon bond in an
aggregate principal amount of up to HK$80 million (the “HX Bond”).
The HX Bond will mature for redemption on the date immediately
following twelve (12) months after the date of its issuance. Details of the
conditions precedent to the subscription of HX Bond are set out in the
announcement of the Company dated 12 January 2015. Completion
took place on 2 April 2015, pursuant to which the HX Bond in the
principal amount of HK$70 million has been issued to NUR.

The reason of carrying out the issue of HX Bond was to provide flexibility
to the Company to manage its liquidity and to alleviate the pressure
from the cash flows, as well as not result in any dilution effect on the
shareholding of the existing shareholders of the Company.

On 5 February 2016, the Company exercised the early redemption right
under the HX Bond to redeem the HX Bond in full.

Relevant disclosure was made in the announcements of the Company
dated 12 January 2015, 3 March 2015 and 5 February 2016.

EMPLOYEE INFORMATION

As at 31 December 2015, the Group has 157 full-time employees
in Hong Kong and the PRC (31 December 2014: 154). The total
employees’ remuneration, including that of the Directors, amounted to
approximately HK$17.9 million (2014: HK$18.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

The Group continues to provide remuneration packages to employees
according to market practices, their experience and performance.
Remuneration policy is basically determined with reference to individual
performance as well as the final results of the Group. Remuneration
to staff will be revised from time to time when warranted considering
the performance of staff. Other benefit include medical insurance
scheme and contribution of statutory mandatory provident fund for the
employees. The Group also has a share option scheme whereby qualified
participants may be granted options to acquire Shares. There has been
no major changes in staff remuneration policies during year ended 31
December 2015.

LIQUIDITY AND FINANCIAL RESOURCES

The Group primarily financed its operations with internally generated
cash flows. As at 31 December 2015, the cash and bank balances of
the Group amounted to approximately HK$88.9 million (2014: HK$7.1
million). The Renminbi denominated balances of approximately HK$1.1
million (2014: HK$2.5 million) were places with licensed bank in the PRC
and the conversion of these balances into foreign currencies is subject to
the rules and regulation of foreign exchange control promulgated by PRC
government.

As at 31 December 2015, the Group had current assets of approximately
HK$563.3 million (2014: HK$689.2 million), while its current liabilities
were approximately HK$532.1 million (2014: HK$497.9 million). The
current ratio (current asset to current liabilities) of the Group was
approximately 1.06 (2014: 1.38); and its gearing ratio (total of notes
payables and short term loans over total equity) was approximately 0.65
(2014: 0.31). Net asset value per share was approximately HK$0.02 as
at 31 December 2015 (2014: HK$0.10).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENW®NR M

CAPITAL STRUCTURE

During the year ended 31 December 2015, a total of 1,801,600,000
shares of Company (the “Shares”) has been issued to various
subscribers (as detailed below). As at 31 December 2015, the authorised
share capital of the Company was HK$100,000,000 divided into
10,000,000,000 Shares and the issued share capital of the Company
was HK$52,601,901.88 divided into 5,260,190,188 Shares.

January Subscription

On 18 December 2014, the Company entered into two separate
conditional subscription agreements with Lincy Global Limited and Mr.
Zhu Yan Biao (5:#E1Z) as subscriber respectively. On the same day,
the Company also entered into a conditional subscription agreement
(as amended and supplemented by a supplemental letter dated 19
January 2015 and a supplemental agreement dated 28 January
2015) with Elite Fortune Global Limited as subscriber. Pursuant to the
aforesaid subscription agreements, the subscribers have conditionally
agreed to subscribe for and the Company has conditionally agreed
to allot and issue an aggregate of 541,600,000 new Shares with an
aggregate nominal value of HK$5,416,000 at a price of HK$0.12 per
subscription share (the “January Subscription”), representing a discount
of approximately 17.24% to the closing price of HK$0.145 per Share as
quoted on the Stock Exchange on 18 December 2014.

The reasons for carrying out the January Subscription were to raise
additional funding for the Group’s business operation and strengthen the
financial position (in particular the working capital and cash flow position)
of the Group for its future business developments and broaden the
shareholder base of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

The subscription of an aggregate of 416,600,000 new Shares by Lincy
Global Limited and Mr. Zhu Yan Biao (4<#%1Z) was completed on 9
January 2015 and the subscription of 125,000,000 new Shares by Elite
Fortune Global Limited was completed on 30 January 2015 respectively.
The net proceeds amounted to approximately HK$65 million (equivalent
to a net price of approximately HK$0.12 per subscription share) was
used by the Company (i) as to approximately HK$53 million (81%) for
reduction of the Group’s level of debt; and (i) as to approximately HK$12
million for general working capital of the Group as to approximately 7%
for operating expenses in China, approximately 1% for staff cost and the
remaining 11% was for other operating expenses.

Relevant disclosure was made in the announcements of the Company
dated 18 December 2014, 9 January 2015, 19 January 2015 and 28
January 2015.

March Subscription

On 12 March 2015, the Company entered into four separate conditional
subscription agreements with China Wish Limited, Ms. Zhang Wan Qiu
(SRIBIFK), Mr. Ma Jia Tao (5 1£E) and Mr. Chen Wen Cai (Ff X §1) as
subscriber respectively. Pursuant to the subscription agreements, the
subscribers have conditionally agreed to subscribe for and the Company
has conditionally agreed to allot and issue an aggregate of 300,000,000
new Shares with an aggregate nominal value of HK$3,000,000 at the
price of HK$0.12 per subscription share (the “March Subscription”),
representing a discount of approximately 13.67% to the closing price
of HK$0.139 per Share as quoted on the Stock Exchange on 12 March
2015.

The reasons for carrying out the March Subscription were to raise
additional funding for the Group’s business operation and strengthen the
financial position (in particular the working capital and cash flow position)
of the Group for its future business developments and broaden the
shareholder base of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

The subscription of an aggregate of 300,000,000 Shares by China Wish
Limited, Ms. Zhang Wan Qiu (5R%EFX), Mr. Ma Jia Tao (F5137&) and Mr.
Chen Wen Cai (B3 81) was completed on 25 March 2015. The net
proceeds amounted to approximately HK$36 million (equivalent to a net
price of approximately HK$0.12 per subscription share) was used by the
Company (i) as to approximately HK$10 million (28%) for the repayment
of trade creditor, and approximately HK$10 million (28%) for the reduction
of the Group’s level of debt; and (i) as to approximately HK$16 million for
general working capital of the Group as to approximately HK$6 million
(17%) for the purchase of trading materials, and HK$2.5 million (7%) for
the finance cost, and approximately HK$2 million (6%) for staff cost, and
the remaining 14% of net proceeds was for operating expenses.

Relevant disclosure was made in the announcements of the Company
dated 12 March 2015 and 25 March 2015.

May Subscription

On 14 May 2015, the Company entered into a conditional subscription
agreement with Elite Fortune Global Limited as the subscriber. Pursuant
to the subscription agreement, the subscriber has conditionally agreed
to subscribe for and the Company has conditionally agreed to allot and
issue a total of 100,000,000 new Shares with an aggregate nominal
value of HK$1,000,000 at the price of HK$0.17 per subscription share
(the “May Subscription”), representing a discount of approximately 9.09%
to the closing price of HK$0.187 per Share as quoted on the Stock
Exchange on 14 May 2015.

The reasons for carrying out the May Subscription were to raise funding
for the Group’s business operation and the Capital Injection (as defined
below) and strengthen the financial position (in particular the working
capital and cash flow position) of the Group for its future business
developments and broaden the shareholder base of the Company.

The subscription of a total of 100,000,000 Shares by Elite Fortune Global
Limited was completed on 10 June 2015. The net proceeds amounted to
approximately HK$17 million (equivalent to a net price of approximately
HK$0.17 per subscription share) was used by the Company as to
approximately HK$14 million (82%) for the repayment of other payables,
and approximately HK$3 million (18%) for general working capital of the
Group.
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Relevant disclosure was made in the announcements of the Company
dated 14 May 2015 and 10 June 2015.

On 14 May 2015, the Company also entered into two separate
conditional subscription agreements (as amended and supplemented
by a supplemental letter dated 12 June 2015 and a supplemental
agreement dated 15 June 2015) with Mr. Wang Jinjun (E &) and
Ms. Ma Yue Jiao (55 H#) as subscriber respectively. As the conditions
precedent under each of the subscription agreements have not been
fulfilled by the respective long stop date, the subscription agreements
were terminated.

August Subscription

On 18 August 2015, the Company entered into three separate
conditional subscription agreements with NUR, Mr. Xu Yijia (i —7)
and Ms. Zhao Wen Jia (83 1%) as subscriber respectively. Pursuant
to the subscription agreements, the subscribers have conditionally
agreed to subscribe for and the Company has conditionally agreed
to allot and issue an aggregate of 270,000,000 new Shares with an
aggregate nominal value of HK$2,700,000 at the price of HK$0.10 per
subscription share (the “August Subscription”), representing a discount
of approximately 13.04% to the closing price of HK$0.115 per Share as
quoted on the Stock Exchange on 18 August 2015.

The reasons for carrying out the August Subscription were to raise
funding for the Group’s business operation and the Capital Injection
(as defined below) and strengthen the financial position (in particular
the working capital and cash flow position) of the Group for its future
business developments and broaden the shareholder base of the
Company.
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The subscription of an aggregate of 240,000,000 Shares by NUR
and Mr. Xu Yijia (% —7#) was completed on 27 August 2015 and the
subscription of 30,000,000 Shares by Ms. Zhao Wen Jia (i X 1£) was
completed on 14 September 2015. The net proceeds amounted to
approximately HK$27 million (equivalent to a net price of approximately
HK$0.1 per subscription share) was used by the Company (i) as to
approximately HK$20 million (74%) for reduction of Group’s level of
debt, and (i) approximately HK$7 million for general working capital of
the Group as to approximately HK$3.5 million for supporting the daily
operation of the Group’s subsidiaries in China and the remaining balance
for other operating expenses in Hong Kong.

Relevant disclosure was made in the announcements of the Company
dated 18 August 2015, 27 August 2015 and 14 September 2015.

On 18 August 2015, the Company also entered into three separate
conditional subscription agreements (as amended and supplemented
by a letter of extension dated 17 September 2015) with Mr. Han Jianguo
(827 E), Mr. Lin Yunfeng (#RZ21£) and Mr. Xu Bo (%K) as subscriber
respectively. As the conditions precedent under each of the subscription
agreements have not been fulfilled by the respective long stop date, the
subscription agreements were terminated.

October Subscription

On 28 October 2015, the Company entered into a conditional
subscription agreement with Ascent Creations Group Limited as
subscriber, pursuant to which the subscriber has conditionally agreed
to subscribe for and the Company has conditionally agreed to allot
and issue 590,000,000 new Shares with an aggregate nominal value
of HK$5,900,000 at the price of HK$0.105 per subscription share
(the “October Subscription”), representing a discount of approximately
16.00% to the closing price of HK$0.125 per Share as quoted on the
Stock Exchange on 28 October 2015.

The reasons for carrying out the October Subscription were to raise
funding for the Group’s business operation and the Capital Injection
(as defined below) and strengthen the financial position (in particular
the working capital and cash flow position) of the Group for its future
business developments and broaden the shareholder base of the
Company.
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The subscription of 590,000,000 Shares was completed on 9 November
2015. The net proceeds amounted to approximately HK$61.95 million
(equivalent to a net price of approximately HK$0.105 per subscription
share) was used by the Company (i) as to approximately HK$5 million
(8%) as general working capital of the Company; (i) HK$20.95 million
(34%) for the payment of other payable of the Group; and (i) HK$36
million (58%) was used to pay as deposit to the vendor for the possible
acquisition of Daging AORUI.

Relevant disclosure was made to the announcements of the Company
dated 28 October 2015 and 9 November 2015.

FOREIGN EXCHANGE EXPOSURE

During the year ended 31 December 2015, the majority of the Group’s
income and expenses were denominated in Renminbi and Hong
Kong dollars. Up to 31 December 2015, the management of the
Company is of the opinion that the Group has insignificant exposure to
foreign exchange risk. As a result, the Group did not use any financial
instruments for hedging against fluctuation in foreign exchange for the
year ended 31 December 2015. Nevertheless, the management of
the Company will closely monitor and from time to time reassess the
exchange risk exposures of the Group and enter into non-speculative
hedging arrangements if considered necessary.

CHARGES ON GROUP ASSETS

As at 31 December 2015, no assets of the Group have been pledged for
loans or borrowings (31 December 2014: Nil).

CONTINGENT LIABILITIES

As at 31 December 2015, the Group had no significant contingent
liabilities.
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MATERIAL ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENTS

Capital Injection

On 26 January 2015, &t REL B L BBl K B R 2 A
Lisheng Technology Company Limited*) (“Beijing Kaigiao”), a wholly-

(Beijing Kaigiao

owned subsidiary of the Company, entered into a capital injection
agreement (the “Capital Injection Agreement”) with the original
shareholders of Shanxi Zhongze namely R B E IR EEE AR A
(Zhong Xiang Heng Yuan Investment Management Company L|m|ted*)
(“Zhong Xiang”) and #ABIf5 (Hu Guosheng), whereby Beijing Kaigiao
agreed to inject sums of approximately HK$65 million (RMB52 million) into
Shanxi Zhongze, of which approximately HK$39.04 million (RMB31.23
million) and HK$25.96 million (RMB20.77 million) will be recognized as
the registered capital and capital reserve of Shanxi Zhongze respectively
(the “Capital Injection”). Shanxi Zhongze is a company incorporated
in the PRC and is principally engaged research and development,
manufacturing and selling of castor seeds, manufacturing and selling
of castor beans, research and development of technology of biological
products, research and development of technology of new technology of
castor industry, promotion of technology, application of technology and
selling of castor oil.

As additional time is required for fulfilment of the conditions precedent
set out in the Capital Injection Agreement, Beijing Kaigiao, Zhong Xiang
and Hu Guosheng (#A Bl §5) have agreed in writing on 29 May 2015 to
extend the long stop date to 31 July 2015, and agreed in writing on 31
July 2015, 30 September 2015, 29 October 2015 and 30 November
2015 respectively to further extend the long stop date to 31 December
2015.

Following the completion of the Capital Injection on 4 December 2015,
the equity holding of Beijing Kaigiao in Shanxi Zhongze is 51% and
Shanxi Zhongze became a non-wholly owned subsidiary of the Group
and its financial results and assets and liabilities will be consolidated in
the financial statements of the Group.

Further details of the Capital Injection are set out in the Company’s
announcements dated 26 January 2015, 29 May 2015, 31 July 2015,
30 September 2015, 29 October 2015, 30 November 2015 and 19
February 2016.
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Disposal of Star Hub Investments Limited

On 30 November 2015, Rich Summit Enterprises Limited, an indirect
wholly-owned subsidiary of the Company, as vendor and Europe Asia
Global International Trading Limited as purchaser entered into a sale and
purchase agreement for the sale and purchase of 1 ordinary share of
US$1.00 in the issued share capital of Star Hub Investments Limited (“Star
Hub”), representing 100% of the issued share capital of Star Hub, at a
consideration of HK$25,000,000.

The disposal of Star Hub was completed on 31 December 2015 and
upon completion, the Company does not have any interest in Star Hub
Group, and Star Hub Group ceased to be subsidiaries of the Company.

Disposal of Assets

AP ZRATEEBER QA
Co., Limited*) (“Shenzhen Champion”), an indirect wholly-owned
subsidiary of the Company, as vendor and Wit B B H 451K E B R A
7] (Hebei Guangdian Network Investment Limited*) as purchaser (the

A] (Shenzhen Champion Maxiumic Group

“Hebei Guangdian”) entered into a conditional termination agreement
on 31 December 2013 (the “Termination Agreement”) for the sale and
purchase of the telecommunication equipment in relation to digital
cable television broadcasting network and the termination of the
cooperation agreement (the “Cooperation Agreement”) (being the
business cooperation agreement dated 26 November 2010 made
between Shenzhen Champion and a1t EE £ B B4 EE RN AR AR
(Hebei Television Broadcasts and Information Network Group Co., Ltd*)
(“Hebei TV”) together with the subsequent subsidiary contracts made
between Shenzhen Champion and Hebei Guangdian (which performed
the Cooperation Agreement for Hebei TV) with detailed terms on the
technical cooperation and the construction and operation of the networks
between the parties). The Termination Agreement and the transactions
contemplated thereunder had been approved by the shareholders of the
Company at the special general meeting held on 10 March 2014.
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During the year under review, a court order (“Order”) was granted by
the Shijiazhuang Intermediate People’s Court in the Hebei Province, the
PRC in relation to a civil action brought by Shenzhen Champion against
Hebei Guangdian regarding payment in accordance with the terms of
the Termination Agreement, in which Hebei Guangdian was ordered
to pay () the overdue payment penalty of approximately RMB597,000
(approximately HK$756,000 due to the delay in settlement of the first
payment amounting to approximately RMB30 million (approximately
HK$38 million); (ii) the second payment amounting to RMB20 million
(approximately HK$25.3 million) and the relevant default interest accrued
on the second payment; and (iii) the court costs of the above civil action.

As at the date of this report, the completion of the Termination
Agreement has not yet taken place and the Group has not received
payment from Hebei Guangdian pursuant to the Order. The Company
will continue liaise with Hebei Guangdian and will take necessary action
to enforce the payment after taking legal advice.

Saved as disclosed above, the Group had no material acquisitions or
disposals of subsidiaries or significant investment during the year ended
31 December 2015.

SUBSEQUENT EVENTS

Subscription of new Shares

On 8 December 2015, the Company entered into two separate conditional
share subscription agreements with Tan Sri Dato’ Lim Tong Yong and
Sino Perfect Investments Limited as subscriber respectively. Pursuant
to the subscription agreements, the subscribers have conditionally
agreed to subscribe for and the Company has conditionally agreed
to allot and issue an aggregate of 1,740,000,000 new Shares with an
aggregate nominal value of HK$17,400,000 at the price of HK$0.115
per subscription share (the “December Subscription”), representing a
discount of approximately 30.72% to the closing price of HK$0.166 per
Share as quoted on the Stock Exchange on 8 December 2015.

The reasons for carrying out the December Subscription was to raise
funds to strengthen the Company’s overall financial position as well as
to provide funding to the Group for its development and investment
with an objective to provide attractive returns for the shareholders of the
Company.
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The subscription of 870,000,000 new Shares by Tan Sri Dato’ Lim Tong
Yong and the subscription of 870,000,000 new Shares by Sino Perfect
Investments Limited were completed on 5 February 2016.

Relevant disclosure was made in the announcements of the Company
dated 8 December 2015 and 5 February 2016, and the circular of the
Company dated 12 January 2016.

Issue of Convertible Bonds

On 8 December 2015, the Company and NUR entered into a conditional
subscription agreement, pursuant to which has conditionally agreed
to subscribe for and the Company has conditionally agreed to issue
to NUR the 5% coupon convertible bonds in the principal amount of
HK$100,000,000 (“First CB”). Details of the conditions precedent to
the subscription of the First CB are set out in the announcement of the
Company dated 8 December 2015 and the circular of the Company
dated 12 January 2016. The First CB have been issued on 5 February
2016.

The reason of carrying out the subscription of the First CB was to
raise funds to strengthen its overall financial position as well as to
provide funding to the Group for its development and investment with
an objective to provide attractive returns for the shareholders of the
Company. Meanwhile, exercised the early redemption right under the HX
Bond to redeem the HX Bond in full could save the finance cost to the
Company by the subscription of the First CB.

As at the date of this report, First CB in the principal amount of
HK$60,000,120 with an initial conversion price of HK$0.115 per
conversion share were outstanding, entitling the holder to subscribe for a
total of 521,740,173 new Shares.
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On the same day, the Company and Sino King Trading (HK) Co., Limited
(“Sino King”) entered into a conditional subscription agreement, pursuant
to which has conditionally agreed to subscribe for and the Company has
conditionally agreed to issue to Sino King the 5% coupon convertible
bonds in the principal amount of HK$50,000,000 (“Second CB”). Details
of the conditions precedent to the subscription of the Second CB are set
out in the announcement of the Company dated 8 December 2015 and
the circular of the Company dated 12 January 2016. The Second CB
have been issued on 19 February 2016.

The reason of carrying out the subscription of the Second CB was
to raise funds to strengthen its overall financial position as well as to
provide funding to the Group for its development and investment with
an objective to provide attractive returns for the shareholders of the
Company.

The Second CB has been converted in full and a total of 434,782,608
Shares have been issued and allotted on 1 March 2016.

Relevant disclosure was made in the announcements of the Company
dated 8 December 2015, 5 February 2016 and 19 February 2016, and
the circular of the Company dated 12 January 2016.
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Acquisition of 9.5% Shareholding Interest
in Million Fortune International Investment
Limited

On 1 February 2016, Joyous Raise Investments Limited (“Joyous Raise”),
a wholly-owned subsidiary of the Company, as purchaser and World
Dragon Enterprise Limited (“World Dragon”), an independent third party,
as vendor entered into a sale and purchase agreement, pursuant to
which, World Dragon has conditionally agreed to sell, and Joyous Raise
has conditionally agreed to acquire 9.5% shareholding interest of the
entire issued share capital of Million Fortune International Investment
Limited (“Million Fortune”) at a consideration of HK$61,750,000
(“Acquisition”). Million Fortune indirectly holds 90% equity interest in & &
HeE¢BX P O0AR AR (Qngdao Guojin Precious Metal Exchange
Centre Company Limited), a company incorporated in the PRC which
headquartered in Qingdao, Shandong Province, the PRC and is primarily
engaged in the provision of online platform for trading and deferred spot
delivery services of precious metals mainly being silver and copper, and
other associated services including transaction settlement management,
commodity delivery management and related consulting services to
customers nationwide in the PRC.

The completion of the Acquisition has been taken place on 19 February

2016. For details of the Acquisition, please refer to the Company’s
announcement dated 1 February 2016.
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CORPORATE GOVERNANCE REPORT

TEERRE

The board of Directors (the “Board”) of Heng Xin China Holdings
Limited is pleased to present this Corporate Governance Report for
the year ended 31 December 2015. The Company wishes to highlight
the importance of its Board in ensuring high standards of corporate
governance in the interests of its shareholders (the “Shareholders”) and
is committed to identifying and formalizing best practices appropriate to
the needs of the Company.

CORPORATE GOVERNANCE PRACTICES

The corporate governance principles of the Company emphasize a
quality board, sound internal controls, transparency and accountability to
all Shareholders. The Company has applied the code provisions set out
in the Corporate Governance Code and Corporate Governance Report
(“CG Code”) contained in Appendix 15 to the GEM Listing Rules as its
own code of corporate governance. Except for the deviations from code
provisions A.2.1 and C.1.2 which are explained below, the Company was
in compliance with all code provisions set out in the CG Code during the
year ended 31 December 2015.

Distinctive Roles of Chairman and Chief
Executive Officer

Code provision A.2.1 of the CG Code 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. The Company has not appointed any individual to take up
the post of the chairman of the Board until the appointment of Tan Sri
Dato’ Lim Tong Yong as the chairman of the Company on 17 February
2016. Mr. Xiao Yan as the chief executive officer of the Company,
supported by the senior management, is responsible for managing the
Group’s businesses and responsibilities, implementing major strategies,
executing Board decisions and coordinating the daily operations of
the Group. The balance of power and authority was ensured by the
operation of the Board during the year under review.

BrHEERERAFNEFE((EFE ) MA
REBE_FT—RAFT_A=1t—HLFEZ
TEEERME - ARAELUEA  EFSHER
RIFMEEEIRREURTEERR (TR ) F
HmZBREYE - YHASKEREBEVNEARRT
ZHRERR °

TEERER

RARZEEERRAZEREENESTE -
REMADEE  UERHE2ERRAEAER
BEM - AR REFAHNEIZER 18 A b
BTACEERATARCEE RS ([
ERSFAN) FE 2 FRIGESEREAR S 2 1
EERTR o BT XMl A B R B ST AR E
A211ERCA2MEN BE-T—RF+_H
=+—HIEFE  ARARBETEEERTA
FTERFT A PRI

FEHETEBEHZ T T

EREETRZ TR A2 GRTE - EFE
TREHABEERY - X TEHA— ARK
B TFRETRAREZBE D TRAER
EWAEEHATIE - KRR ER EEAA
ITREEFEIFE-B BEER_T—RF-
ATEtRZERNEEEMRF REARAE
& o AREITHHEHEERLE  BEafEREE
Wy AREEEAKEEBLBE BHEIZE
B RITESTERRARRARER 2B E
28 DEFAN EFQZEFRFRENER
R

2015 F4 55 ESHHRIZERERA T

31



32

CORPORATE GOVERNANCE REPORT

TEERRE

Monthly Updates

Code provision C.1.2 of the CG Code provides that management
should provide all members of the board with monthly updates giving a
balanced and understandable assessment of the issuer’s performance,
position and prospects in sufficient detail to enable the board as a whole
and each director to discharge their duties under Rule 5.01 and Chapter
17 of the GEM Listing Rules. During the year ended 31 December 2015,
the management of the Company did not provide regular monthly update
to all members of the Board, but the management keeps providing
information and update to the members of the Board irregularly.

CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the required standard of dealings set out
in Rules 5.48 to 5.67 of the GEM Listing Rules as its code of conduct
for securities transactions by Directors throughout the year ended 31
December 2015. Having made specific enquiry of all Directors, the
Company was not aware of any non-compliance with the required
standard of dealings regarding securities transactions by Directors during
the year ended 31 December 2015.

BOARD OF DIRECTORS

The Board is responsible for the overall management of the Company and
is entitled to delegate its powers to any executive Director, committees of
the Board and the management team. The Board is primarily responsible
for approving and monitoring the Company’s major corporate matters,
the evaluation of the performance of the Company and oversight of the
management. Specific tasks that the Board delegates to the Company’s
management include the implementation of strategies approved by the
Board, determining the policy for the corporate governance, monitoring
of operating budgets, the implementation of internal controls procedures,
and ensuring of compliance with relevant statutory requirements and
other rules and regulations. The Board is directly accountable to the
Shareholders and is responsible for preparing the accounts.
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As at the date of this report, the Board comprises twelve members,
consisting of seven executive Directors, a non-executive Director and
four independent non-executive Directors.

Executive Directors

Tan Sri Dato’ Lim Tong Yong (Chairman)
Mr. Xiao Yan (Chief Executive Officer)
Mr. Qiu Bin

Mr. Li Tao

Mr. Li Nan

Mr. Gao Yang

Mr. Yu Bun

Non-Executive Director

Mr. Wang Kun

Independent Non-Executive Directors

Mr. Leung Wo Ping JP
Mr. Hu Dingdong

Mr. Lei Yong

Mr. Chiu Chi Kong

Each Director has relevant experience, competence and skills appropriate
to the business requirements of the Company. The biographical details
of the Directors are set out on pages 47 to 51 of this annual report. To
the knowledge of the Directors, the Board members have no financial,
business, family or other material/relevant relationships with each other.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Prior to the appointment of Tan Sri Dato’ Lim Tong Yong as the Chairman
with effect from 17 February 2016, the roles and functions of the
Chairman have been performed by all executive Directors collectively.
Since 17 February 2016, the two positions are held separately by two
individuals to ensure their respective independence, accountability and
responsibility. The Chairman, being Tan Sri Dato’ Lim Tong Yong, is
responsible for the management of the Board by providing leadership
for the Board and has taken primary responsibility for ensuring that good
corporate governance practices and procedures are established and
that appropriate steps are taken to provide effective communication with
Shareholders and that their views are communicated to the Board as a
whole; and the Chief Executive Officer, being Mr. Xiao Yan, is responsible
for the day-to-day management of business of the Group.

RAFERH  EFERFT-2KE  BEL
BRTESE - —RIFATESETREBBIIH
TES -

BITEE

MEEEBMNRF (£/E)

B ESE (7B A8E)

RS

FRELE

g pitaa

=HRLE

FHTEE
ER O PLS

BUHBITEE
RREA a1

G s
BEERE
BRI SE

BRESHAREAARREHERZBHL
B AR - EFZEEFBENAER
FATESTH REFAA ESEKERIL
2 EERPS - X755 REAEMBEKR
HRRARAA ©

FREAITHRHE
REEAFTEEBMRFEREIFE(BE-F
—NEZATERAERA  TEZAB B
MERNTEETHKRET BT RF_A
THHE  ZMEBLAREALDBIEE -
HRRESEZBMYE REMREE TF
MTEEEMRF BEFRESS  WHHEAE
TEE TEETAEREYRINEEENR
FRALREF  KEUEESRERRETERE
BYBRRzEREEINEFESS © THA
HHERLRARARERBZARER -

2015 F4 55 ESHHRIZERERA T

33



34

CORPORATE GOVERNANCE REPORT

TEERRE

NON-EXECUTIVE DIRECTOR AND
INDEPENDENT NON-EXECUTIVE
DIRECTORS

The non-executive Director and the independent non-executive Directors
are appointed for a fixed term of one year renewable automatically for
successive terms of one year each commencing from the day next
after the expiry of the then current term of appointment, and they are
subject to retirement and re-election in accordance with the bye-laws
of the Company (the “Bye-Laws”). They are persons of high calibre,
with academic and professional qualifications in the fields of taxation,
accounting, legal, investment, project investment evaluation and project
investment analysis. With their experience gained from various sectors,
they provide strong support towards the effective discharge of the duties
and responsibilities of the Board.

The Company has received written annual confirmation from each of the
independent non-executive Directors of his independence pursuant to
Rule 5.09 of the GEM Listing Rules and considers that all independent
non-executive Directors are independent.

BOARD DIVERSITY POLICY

The Board adopted on 10 September 2013 a board diversity policy
(the “Board Diversity Policy”) and delegated certain duties under the
Board Diversity Policy to the nomination committee of the Company
(the “Nomination Committee”). The Company recognizes and embraces
the benefits of having a diverse Board to the quality of its performance
and hence the purpose of the Board Diversity Policy aims to build and
maintain a Board with a diversity of Directors. The Board diversity would
be considered from a number of aspects, including but not limited to
gender, age, cultural and educational background, ethnicity, professional
experience, skill, knowledge and length of service. The Nomination
Committee will review and adopt the above measurements when it
reviewed the composition of the Board and it will also review the Board
Diversity Policy, as appropriate, to ensure its continued effectiveness
from time to time. After assessing the suitability of the Directors’ skills
and experiences to the Company’s business, the Nomination Committee
considered that the existing Board was appropriately structured.
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BOARD MEETINGS

The Board met regularly during the year with additional meetings
arranged if and when required. 16 Board meetings were held during
the year ended 31 December 2015 and the attendance record of each
Directors at the Board meetings is set out in the table on page 39 of
this annual report. Directors are appropriately notified in advance of the
meetings with proposed agenda and are free to contribute alternative
views at meetings. Major decisions are only arrived at after deliberation at
Board meetings. Directors who are considered having conflicts of interest
or having material interest in the proposed transactions or issues to be
discussed will not be counted in the quorum of the relevant meeting and
will abstain from voting on relevant resolutions.

Board minutes are kept by the Company Secretary and are open for
inspection by the Directors. Every Board member is entitled to have
access to Board papers and related materials and has unrestricted
access to the advice and services of the Company Secretary, who is
responsible for ensuring that the Board procedures are complied with,
and in consultation with the compliance officer, advising the Board
on compliance matters. Directors also has the liberty to seek external
professional advice if so required.

GENERAL MEETINGS

During the year ended 31 December 2015, 2 general meetings of the
Company were held, being the special general meeting of the Company
held on 25 February 2015 and the annual general meeting of the
Company held on 15 May 2015 (the “2015 AGM”). The attendance
record of each Directors at the general meetings of the Company is set
out in the table on page 39 of this annual report.

AUDIT COMMITTEE

The Board established the audit committee of the Company (the “Audit
Committee”) on 30 September 2002 with written terms of reference in
accordance with the GEM Listing Rules. The Audit Committee currently
consists of three independent non-executive Directors, namely Mr. Leung
Wo Ping JP (chairman), Mr. Hu Dingdong and Mr. Lei Yong.
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The terms of reference of the Audit Committee is currently made available
on the GEM website and on the Company’s website.

The Audit Committee shall meet not less than four times a year in
accordance with its terms of reference. The principal duties of the Audit
Committee are to review the quarterly, interim and annual reports and
the financial statements of the Group and to review significant financial
reporting judgements contained in them; oversight and review the
financial reporting system, risk management and internal control systems
of the Company; to review the financial and accounting policies and
practices of the Group; and to make recommendation to the Board on
the appointment, re-appointment and removal of the external auditor as
well as to ensure independence of the continuing auditor and corporate
governance related matters.

The Audit Committee held 5 meetings during the year ended 31
December 2015 and the attendance record of each member of the Audit
Committee at the meetings of the Audit Committee is set out in the table
on page 39 of this annual report.

During the year ended 31 December 2015, the Audit Committee
discharged its duties by reviewing the financial matters, quarterly, interim
and annual financial reports, financial statements, internal control system,
and audit related matters of the Company, making recommendation on
the appointment of ZHONGHUI ANDA CPA Limited as auditor of the
Company, as well as reviewing corporate governance related matters.
The Audit Committee discussed the above as appropriate with the
executive Directors, the management and the auditor of the Company,
and made recommendations to the Board. The audited financial
statements for the year ended 31 December 2015 have been reviewed
by the Audit Committee and approved for issue by the Board.

The Audit Committee noted the existing internal control system of the
Group and also noted that review of the same will be carried out annually.
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REMUNERATION COMMITTEE

The Company has established the remuneration committee of the
Company (the “Remuneration Committee”) on 12 April 2005 with written
terms of reference in compliance with the GEM Listing Rules. The
Remuneration Committee currently consists of two independent non-
executive Directors and an executive Director, namely Mr. Leung Wo Ping
JP (chairman), Mr. Hu Dingdong and Mr. Qiu Bin.

The terms of reference of the Remuneration Committee is currently made
available on the GEM website and the Company’s website.

According to its terms of reference, the Remuneration Committee
should meet at least once a year. The principal responsibilities of the
Remuneration Committee are to make recommendation to the Board on
the Company’s policy and structure for all remuneration of Directors and
senior management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration; to approve or
make recommendation of remuneration packages for the Directors and
the senior management; and to review and approve performance-based
remuneration by reference to corporate goals and objectives resolved by
the Board from time to time. The Remuneration Committee has adopted
the approach made under B.1.2(c)(i) of the CG Code to determine, with
delegated responsibility, the remuneration packages of individual executive
Directors and senior management.

The Remuneration Committee held 4 meetings during the year ended
31 December 2015 and the attendance record of each member of the
Remuneration Committee is set out in the table on page 39 of this annual
report.

During the year ended 31 December 2015, the Remuneration Committee
discharged its duties by reviewing the existing policy and structure
of the remuneration for the Directors and senior management, and
recommending the remuneration packages for the proposed Directors.

The remuneration of the senior management (comprising Directors) of the
Company for the year ended 31 December 2015, by band is set out below:
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NOMINATION COMMITTEE

The Company has established the Nomination Committee on 12 April
2005 with written terms of reference in compliance with the GEM Listing
Rules. The Nomination Committee currently consists of two independent
non-executive Directors and an executive Director, namely Mr. Leung Wo
Ping JP (chairman), Mr. Hu Dingdong and Mr. Qiu Bin.

The terms of reference of the Nomination Committee is currently made
available on the GEM website and the Company’s website.

According to its terms of reference, the Nomination Committee should
meet at least once a year. The principal responsibilities of the Nomination
Committee are to review the structure, size, composition and diversity
(including but not limited to skills, experience and background,
geographical and industry experience, ethnicity, gender, knowledge
and length of service) of the Board; to identify individuals suitably
qualified to become Board members and make recommendations to
the Board on the selection of individuals nominated for directorship;
assess the independence of independent non-executive Directors; to
make recommendations to the Board on relevant matters relating to the
appointment or re-appointment of Directors and succession planning
for Directors; to review the Board Diversity Policy and the measurable
objectives that the Board has set for implementing the Board Diversity
Policy; to monitor the progress on achieving the objectives; and to make
the relevant disclosure in the corporate governance report annually.

The Nomination Committee held 3 meetings during the year ended 31
December 2015 and the attendance record of each member of the
Nomination Committee is set out in the table on page 39 of this annual
report.

During the year ended 31 December 2015, the Nomination Committee
discharged its duties by reviewing the composition of the Board,
assessing the independence of the independent non-executive
Directors and the Directors to be re-elected at the 2015 AGM before
putting forth for discussion and approval by the Board, and also made
recommendation of new Director candidates to the Board’s approval.
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Attendance records of the Directors and members of the Board
committees for the year ended 31 December 2015 are set out

below:

BE_Z-AF+-A=+-HLFEEER
EXZEEREHFEERZTRKEIINT :

Audit Remuneration Nomination
General Board Committee Committee Committee
Meeting Meeting Meeting Meeting Meeting
BRERAE ES88E FNZEe9E FMZES8eR REZEeg
Total Number of Meetings BEERY 2 16 5 4 3
Executive Directors: BTES:
Tan Sri Dato’ Lim Tong Yong R B e BHEF* N/A i N/A i - - -
(appointed on (RZE—RF
17 February 2016) ZATtBREZA)
Mr. Xiao Yan HERE 1/2 15/16 - - -
Mr. Qiu Bin (Note 1) st (At 1) 212 13/16 - N/A NiEF N/A i
Mr. Li Tao FREE 0/2 6/16 - - -
Mr. Li Nan (Note 2) FhkE(H2) N/A i 4/5 - - -
Mr. Gao Yang (Note 3) BRLE 3 N/A N 3/5 = — -
Mr. Yu Bun (Note 4) ABSEE (Hizt4) N/A i N/A i - = =
Non-Executive Directors: FHTES:
Mr. Wang Kun (Note 5) BV (020, 2/2 15/16 - - -
Mr. Xu Lei (Note 6) BREREWH6) 072 12/16 = = =
Independent Non-Executive ~BYFHITES
Directors:
Mr. Leung Wo Ping JP RN A Fit 2/2 14/16 5/5 4/4 3/3
Mr. Hu Dingdong HEREE 2/2 16/16 5/5 4/4 3/3
Mr. Lei Yong (Note 7) REEEME7) 2/2 16/16 N/A TiER - -
Mr. Dong Shi (Note 8) ERKE M) 072 9/16 3/5 3/4 2/3
Mr. Ghiu Chi Kong (Note 9) HEREE(HE9) N/A i N/A i - = =
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Notes:

Mr. Qin Bin has been appointed as a member of each of the Nomination
Committee and Remuneration Committee with effect from 18 December
2015, no meeting was held after his appointment as a member of such
committees.

Mr. Li Nan has been appointed as an executive Director with effect from
9 November 2015. His attendance above was stated by reference to the
number of meetings held during his tenure.

Mr. Gao Yang has been appointed as an independent non-executive
Director with effect from 9 November 2015 and has been re-designated
as executive Director with effect from 18 December 2015. His attendance
above was stated by reference to the number of meetings held during his
tenure.

Mr. Yu Bun has been appointed as an executive Director with effect from 18
December 2015, no meeting was held after his appointment.

Mr. Wang Kun has been re-designated as a non-executive Director with
effect from 18 December 2015.

Mr. Xu Lei resigned as a non-executive Director with effect from 18
December 2015. His attendance above was stated by reference to the
number of meetings held during his tenure.

Mr. Lei Yong has been appointed as a member of the Audit Committee with
effect from 18 December 2015, no meeting was held after his appointment
as a member of such committee.

Mr. Dong Shi resigned as an independent non-executive Director with
effect from 18 December 2015, and also ceased to be a member of the
Audit Committee, Nomination Committee and Remuneration Committee
with effect from 18 December 2015. His attendance above was stated by
reference to the number of meetings held during his tenure.

Mr. Chiu Chi Kong has been appointed as an independent non-executive
Director with effect from 18 December 2015, no meeting was held after his
appointment.

The Board is responsible for maintaining an on-going dialogue with

Shareholders and in particular, uses annual general meetings or other

general meetings to communicate with them and encourage their

participation.
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TRAINING AND SUPPORT FOR DIRECTORS

Directors must keep abreast of their collective responsibilities. Each
newly appointed Director would receive an induction package covering
the Group’s businesses and the statutory and regulatory obligations of
a director of a listed company. According to the code provision A.6.5 of
the CG Code, all directors should participate in continuous professional
development to develop and refresh their knowledge and skills to ensure
that their contribution to the board remains informed and relevant.

The Group provides briefings and other training to develop and refresh
the Directors’ knowledge and skills. The Group also continuously
updates Directors on the latest developments regarding the GEM Listing
Rules and other applicable legal and regulatory requirements to ensure
compliance and enhance their awareness of good corporate governance
practices. Circulars or guidance notes are issued to Directors and senior
management where appropriate to ensure awareness of best corporate
governance practices.

All Directors have participated in continuous professional development
and provided a record of training they received for the year ended 31
December 2015 to the Company. The individual training record of each
Director received for the year ended 31 December 2015 is set out below:

EE2HIIRXE

ESVABRNEZEBRRAML BEHRIEL
EENeRRHERASERE R LT RRE
BEEREEEEZHRERM - REBEEEER
SR STRIEEABS R FIEESRERES
B S 2 TR DA ER S R 1 B 2 a8 B A
ERREHEFTSFRABRAMAR

AEBEREEN REME)  BEFEERE
AR M aE - ARBE B EREAHAIZER
EHRAREMERZRREERTEIRNE
ATES UBRREFETZSFRURESK
SHRFLEBEAFER AR  LAEERT
REREBEREIBIIIES (HEE) - ARERE

RRERRERTR

IAEERE2RKBEZTEERRMAARBRME
FERBE_T-—AF Tt _A=+—HLLHF
BRI Bk #E2—_"F-—R1F+_-A
=+ BLFEBREFMEIMBAEIIZ
SREFILE -

Name of Directors Type of Trainings
EEEB R
(Note)

(Bt3E)

Mr. Xiao Yan HESXE A B
Mr. Qiu Bin MR B
Mr. Li Tao FEEE B
Mr. Li Nan TR E A B
Mr. Gao Yang aEEE A B
Mr. Yu Bun BN ST AE B
Mr. Wang Kun FihfkE A B
Mr. Leung Wo Ping JP RAEAFap1t A B
Mr. Hu Dingdong HARE R AE A B
Mr. Lei Yong BELE A B
Mr. Chiu Chi Kong Fihrod il Eastast B
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Notes:

A: attending seminars and/or conference and/or forums on subjects relating to
directors’ duties and corporate governance

B: reading newspaper, journals and updates as regards legal and regulatory
changes and matters of relevance to the Directors in the discharge of their
duties

CONFLICT OF INTEREST

If a Director has a conflict of interest in relation to a transaction or
proposal to be considered by the Board, the individual is required to
declare such interest and to abstain from voting. The matter will be
considered at a Board meeting attended by Directors who have no
material interest in the transaction.

COMPANY SECRETARY

The Company engaged an external professional company secretarial
services provider, Uni-1 Corporate Services Limited (“Uni-1”), to provide
compliance and full range of company secretarial services to the Group
in order to assist the Group to cope with the changing regulatory
environment and to suit difference commercial needs.

Mr. Tse Kam Fai (“Mr. Tse”), the representative of Uni-1, was appointed
as the Company Secretary of the Company with effect from 1 January
2014.

Mr. Wong Chi Shing, the Financial Controller of the Company, is the
primary point of contact at the Company for the Company Secretary.

According to the requirements of Rule 5.15 of the GEM Listing Rules, Mr.
Tse, being a person who was a company secretary of an issuer before 31
December 1994, will take no less than 15 hours of relevant professional
training for the financial year commencing on 1 January 2017.

DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged appropriate insurance cover in respect of
potential legal actions against its Directors and officers.
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REMUNERATION OF DIRECTORS

The Company adopted a share option scheme on 30 December 2011
(the “Share Option Scheme”). The purpose of the Share Option Scheme
is to enable the Group to grant options to participants as incentives
or rewards for their contributions to the Group. Details of the Share
Option Scheme are set out in the Report of Directors and note 40 to the
consolidated financial statements.

The emoluments payable to Directors and senior management will
depend on their respective contractual terms under the service contracts,
if any, and is fixed by the Board with reference to the recommendation
of the Remuneration Committee (in case of non-executive Directors)
or determined by the Remuneration Committee (in case of executive
Directors), and their duties and responsibilities within the Company.
Details of the remuneration of the Directors are set out in note 15 to the
consolidated financial statements.

AUDITOR’S REMUNERATION

For the year ended 31 December 2015, the total fees in respect of audit
and non-audit services provided by ZHONGHUI ANDA CPA Limited, the
current auditor of the Company appointed on 18 December 2015, are
set out as follows:

Services rendered

=M<

RZE——F+ A=+ HRMNBRIET
(TRt E)) - BRI ESAKER
M2EERLBERE FREEHAKEMRE
BRI BB DR - BREFEIFBTRNES
QIRE RERA M EMAM 40

MESFESREREEXN ZMERTREAH
(W) BATHREFEAZANEIRBHESEES2
EHMEE @225 (MARIENITES) » F
WZEe (MABHITESR) BTEENRZER
ENARBZBEREERIFHIRE - BEFH
B BN AR B M SRR FTRE 15 »

T e

RZZE—RAFET_A=+—BILFE  ®KX=
A+ - A+ N\BZREZARREREZEK
B P EE ZE R TR E AT AR A AR AR
NOFZBRGRE MBS

Fee paid/payable

AR 3E Bl Bt
HK$’'000
FHIT
ZHONGHUI ANDA CPA Limited HEZESTMEBAERAR
Audit Services REURTS 700
Non-audit services RS
— Review on preliminary result announcement  — B|ZVIFEE NS 15
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SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. An annual
general meeting of the Company shall be held in each year and at the
place as may be determined by the Board. Each general meeting,
other than an annual general meeting, shall be called a special general
meeting. The Board may whenever it thinks fit call special general
meetings.

Shareholders to convene a special general
meeting

Shareholders may convene a special general meeting of the Company
according to the provisions as set out in the Bye-Laws and the
Companies Act of Bermuda. Members 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 a special 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 requisitionists
themselves may do so in accordance with the provisions of Section 74(3)
of the Companies Act of Bermuda.

Putting enquiries by shareholders to the Board

Shareholders may send written enquiries to the Company for the
attention of the Company Secretary at the Company’s principal place of
business in Hong Kong.
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Procedures for putting forward proposals by
shareholders at shareholders’ meeting

The number of members necessary for a requisition for putting forward a
proposal at a general meeting shall be:

(@

any number of members representing not less than one-twentieth
of the total voting rights at the date of the requisition; or

not less than one hundred members.

)

A copy or copies of requisition signed by all requisitionists shall be
deposited, with a sum reasonably sufficient to meet the Company’s
expenses in giving notice of the proposed resolution or circulating any
necessary statement, at the Company’s principal place of business in
Hong Kong in the case of:

(i) a requisition requiring notice of a resolution, not less than six weeks
before the meeting; and

(i)

any other requisition, not less than one week before the meeting.

The Company will verify the requisition and upon confirmation that the
requisition is in proper and in order, the Board will proceed with the
necessary procedures.

VOTING BY POLL

Pursuant to Rule 17.47(4) of the GEM Listing Rules, any vote of
shareholders at a general meeting must be taken by poll except where
the chairman, in good faith, decides to allow a resolution which relates
purely to a procedural or administrative matter to be voted on by a
show of hands. As such, all the resolutions set out in the notice of the
forthcoming annual general meeting of the Company will be voted by
poll.

PREPARATION OF FINANCIAL STATEMENTS

The respective responsibilities of the Directors and the auditor for
preparing financial statements of the Company are set out in the
“Independent Auditor’s Report” on pages 74 to 77 of this annual report.
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The Directors acknowledge their responsibility for the preparation of
the financial statements of the Group and ensure that the financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. The Directors also ensure the
timely publication of the financial statements of the Group. The Directors
confirm that, to the best of their knowledge, information and belief,
having made all reasonable enquiries, they are not aware of any matters
uncertainly relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.

INTERNAL CONTROLS

The Board acknowledges that it has overall responsibility for the
Company's internal control system and risk management systems and
the responsibility of day-to-day management of operational risks and
the implementation of mitigation measures lies with the Company's
management. However, the Board recognises that no cost effective
internal control system will preclude all errors and irregularities, as a
system is designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can provide only reasonable and not
absolute assurance against material misstatement or loss.

During the year ended 31 December 2015, the Board has conducted
a review of the system of internal control, which covers all material
controls, including financial, operating and compliance control, to ensure
the effectiveness and adequacy of the system, and the Board believes
that, in the absence of any evidence to the contrary, the system of
internal controls maintained by the Group that was in place throughout
the year and up to the date of this report, is adequate to meet the needs
of the Group in its current business environment.

INVESTOR RELATIONS AND
COMMUNICATION WITH SHAREHOLDERS

The Company has disclosed all necessary information to the
Shareholders and investors in accordance with the GEM Listing
Rules and reported the Company’s performance through various
communication channels. These include annual and special general
meetings, quarterly, interim and annual reports, various notices,
announcements and circulars.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents during
the year ended 31 December 2015.
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EXECUTIVE DIRECTORS

Tan Sri Dato’ Lim Tong Yong (“Tan Sri Dato’ Lim”), aged 66, was
appointed as an executive Director and the Chairman of the Board
on 17 February 2016. He was conferred an honorary title of Tan Sri
by His Majestry the King of Malaysia. Tan Sri Dato’ Lim obtained his
Bachelor Degree from Nanyang University, Singapore in 1971. Using
his knowledge and experience in the palm oil industry, he established
Paos Industries Sdn Bhd in 1987 and subsequently, he established Paos
Holdings Berhad in 1997. Paos Holdings Berhad has been listed on
the main board of Bursa Malaysia Berhad since 2000, which principally
engaged in the downstream of the palm oil industry, producing palm oil
and value-added products of palm oil, such as finished soap, animal
feed, cocoa butter substitute and soap chips. Currently, Paos Industries
Sdn Bhd is a wholly-owned subsidiary of Paos Holdings Berhad while
Tan Sri Dato’ Lim is the substantial shareholder of Paos Holdings Berhad.
Tan Sri Dato’ Lim was the major shareholder of Pantai Holdings Berhad,
the largest chain of private hospital in Malaysia. In addition, Tan Sri Dato’
Lim also involved in various industries, such as medical, hemodialysis
products, investment bank, chemical products, biodiesel, palm oil
refineries, soy lecithin, hotel and tourism.

Mr. Xiao Yan (“Mr. Xiao”), aged 54, was appointed as an executive
Director on 15 August 2008 and was subsequently appointed as the
chief executive officer of the Company on 1 March 2009. Mr. Xiao is
a senior economist in the PRC and has over 29 years of experience
in corporate planning, business development, corporate finance,
investment, consulting and banking. Prior to joining the Group, Mr. Xiao
was the deputy general manager of the capital operational department
(investment department) of China Potevio Company Limited where
he was responsible for overall business planning, management and
investments. From 1997 to 2006, Mr. Xiao was the deputy general
manager of China Everbright Bank and the vice president of its Wuhan
branch where he oversaw the overall operations. Mr. Xiao had previously
held senior positions in international companies, and consulting
and accounting firms. Mr. Xiao holds a master degree of business
administration and is a member of the Chinese Institute of Certified
Public Accountants. Mr. Xiao is the compliance officer of the Company.
He is also a director of various subsidiaries of the Group.

HITES

BEHESEMEE(AHTEEEMK])  665%
REZE—RFZATLEEZERATESER
EESXR  RESKARRRITEE TEH
RBTEeE - FHTEEBMR —t—
FREFMEEFAREMEEETEAM - ER
HRNERBETEREREER  BRR—ANL
£ A 37 T Paos Industries Sdn Bhd + H 1% -
B — L&A T Paos Holdings Berhad °
Paos Holdings Berhad B —Z T Z 4 £ 5 2K 7/
DREFRSGMERLT - EEBLEEREER T
T2 - AEFREBRREEBSEESD - fla0e
B BMAL - R ERAMRENS
% o 3R B Paos Industries Sdn Bhd & Paos
Holdings Berhad 2 2 & i & A &) - M /AT 2
2 B A Paos Holdings Berhad 2 K% & °
HBE2EMREAERADKNEHELARR
Pantai Holdings Berhad #JARRER o Lo + FHAT
B2EMNTPEZETE - fINEE - RS
WESR  WERT (LTESR  £WEH i
iR - K2 IVEERE B RIRESSE o

HERE(THEE]D 545 RZZFTN\EFEN
ATHREZERNTESE  RER_ZFTAH
FZA—REZERARFITHAE - HELE
RPERRLHEN  NEERE - XHER -
TERE  KE BAMBITEABE_TIAL
B RIMARKEZE - HEEBREETTEE
REBREXRBRODARARENEZM(HRER)
Blgs  BERREBRE  EENKRE -
R—HANEFE-_FTTFH - HREBEE
REEARITEIBLERBENTRITTR &
BEEEBREER HALBEERBEEREARMA
FEFE#EMEEITEESRBMA - Bt
FHEIMEBRELSM  YERPHTMEET
M Ee 8 - HEERARRZEREME - K
NRAKEZREMNBARZES -

2015 F4 55 ESHHRIZERERA T

47



48

DIRECTORS AND SENIOR MANAGEMENT

EENEREER

Mr. Qiu Bin (“Mr. Qiu”), aged 43, was appointed as an executive
Director on 1 January 2013. He is a member of each of the
Remuneration Committee and the Nomination Committee. Mr. Qiu
was graduated from Beijing Union University with a bachelor degree in
Business Administration. From 1992 to 2003, he was the department
manager at the Bank of China Limited, Beijing Branch responsible for a
wide range of banking and credit duties. From 2004 to 2008, he joined
the Shanghai Pudong Development Bank, Beijing Branch and served as
the business manager in charge of marketing and credit functions. Mr.
Qiu then became the deputy general manager and director of the finance
department in Beijing Dong Fang Chengrui Investment Consultants,
Ltd. (“Dong Fang”). He was responsible for the overall operation and
strategic decisions of the foreign investment and financing businesses
of Dong Fang. Mr. Qiu is well versed with Chinese domestic banking
system, settlement, foreign exchange and credit areas. He also has
extensive experience in the fields of financial management and securities
investment. Mr. Qiu is a director of various subsidiaries of the Group.

Mr. Li Tao, aged 47, was appointed as an executive Director on 25
April 2008. Mr. Li Tao had been the vice president of Yunnan Baiyao
Technology (Beijing) Co., Ltd. Mr. Li Tao has over 20 years of experience
in the administration and management of different companies and
businesses.

Mr. Li Nan, aged 31, was appointed as an executive Director on 9
November 2015. Mr. Li Nan holds a Bachelor of Arts degree in business
and finance and a Master of Science degree in Marketing from the
Oxford Brookes University. He has wide experience in IPO transactions,
merger and acquisitions transactions and fund raising activities. Mr. Li
Nan has worked for The Tsinghua Holdings Industry Investment Fund
and had participated in fund raising projects for various companies
including Dalian Wanda Commercial Properties Co., Ltd. and Aigo
Digital Technology Co. Ltd. He also worked in the Investment Banking
Department of Huatai United Securities Co., Ltd. and participated in
various significant IPO projects. He co-founded Yunsheng Investment
Management Co., Ltd. and managed over RMB1 billion in assets.
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Mr. Gao Yang (“Mr. Gao”), aged 60, was appointed as an independent
non-executive Director on 9 November 2015 and re-designated as an
executive Director on 18 December 2015. Mr. Gao graduated from
2 EART 83 E &2 A 2 AE National Judicial Official Amateur Legal
University* (the predecessor of National Judges College), majoring in
law. He has extensive legal knowledge and has accumulated extensive
experience in judgement. Mr. Gao had been worked in the Beijing court
system for almost 20 years and has held various positions such as clerk
of the court, assistant judge, judge, deputy chief judge of the Criminal
Court and chief judge of the Economic Court. He also worked as general
manager for several companies during 1991 to 2015.

Mr. Yu Bun (“Mr. Yu”), aged 60, was appointed as an executive
Director on 18 December 2015. He has over 30 years of solid experience
in financial investment and international trading. Mr. Yu is the executive
director and vice-president of Sunbase (International) Holdings Limited,
a comprehensive multinational investment conglomerate which has
Hong Kong as its base and mainland China as its primary investment
direction, and the chairman of Great Sea (HK) Company Limited, which
is principally engaged in real estate development and investment, hotel
investment, asset management and international trading. He is also
the honorary vice-president of China Association of Poverty Alleviation
& Development and the vice-president of The Association of Chinese
Culture of Hong Kong.

NON-EXECUTIVE DIRECTOR

Mr. Wang Kun (“Mr. Wang”), aged 34, was appointed as an executive
Director on 22 December 2014 and re-designated as a non-executive
Director on 18 December 2015. He graduated from China University
of Political Science and Law with a bachelor of laws and a master of
laws. Mr. Wang was one of the founder members of TOLES Examination
Centre in China. He also worked in various financial institutions including
securities companies and banks. Mr. Wang is a lawyer specializing
in providing legal advisory services to various sizeable corporations
and listed companies relating to mergers and acquisitions, corporate
restructuring, development and issuance of financial products.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Leung Wo Ping JP (“Mr. Leung”), aged 72, was appointed
as an independent non-executive Director and the chairmen of the
Audit Committee, the Nomination Committee and the Remuneration
Committee on 11 August 2009. Mr. Leung is a fellow member of The
Institute of Chartered Accountants in England of Wales, The Hong Kong
Institute of Certified Public Accountants and The Hong Kong Institute
of Directors. Apart from his professional work, Mr. Leung has actively
participated in community affairs since 1983. He had been a Regional
Councillor for 5 years and a District Councillor for 18 years. He is
currently an Ex-officio Executive Councillor of the New Territories Heung
Yee Kuk. He also serves as member of various boards and committees,
including the Hospital Authority’s Hospital Governing Committee of Tai
Po Hospital and United Christian Nethersole Community Health Service
Management Committee. He was a District Advisor to the Hong Kong
Branch of Xinhua News Agency before 1997. Mr. Leung was awarded
a Badge of Honour by Her Majesty Queen Elizabeth Il in 1994 for his
service to the community. He was also appointed as a Justice of the
Peace by the Government of the Hong Kong Special Administrative
Region in 2000. Mr. Leung is also an independent non-executive director
of Zhuguang Holdings Group Company Limited, a company whose
shares are listed on the Main Board of the Stock Exchange.

Mr. Hu Dingdong (“Mr. Hu”), aged 49, was appointed as an
independent non-executive Director on 23 April 2009. He is a member
of each of the Audit Committee, the Remuneration Committee and
the Nomination Committee. Mr. Hu has over 20 years of extensive
experience in the investment industry and has had senior management
positions with various investment and securities firms in China. Mr. Hu
has completed a graduate program in finance from South Western
University of Finance and Economics in China. He also has published
numerous finance related articles in newspapers, magazines and
journals.
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DIRECTORS AND SENIOR MANAGEMENT

EENEREER

Mr. Lei Yong (“Mr. Lei”), aged 51, was appointed as an independent
non-executive Director on 22 December 2014. He is a member of the
Audit Committee. Mr. Lei was graduated from South China Institute of
Technology (now known as South China University of Technology) with
a bachelor of engineering degree in chemical engineering studies. He is
a professor level senior engineer and is a certified budgeting specialist,
registered supervision engineer and registered consulting engineer
(investment). He is also a member of Professional Committee of China
Chemical Technical and Economic Modernization and Management
(FEME THEMEEMERRRICEXZELZEE). He has over 25 years
of experience in project investment evaluation and project investment
analysis. Mr. Lei joined Wuhuan Engineering Co. Ltd. (FEHIR Ti2H
BR 2 /]) in 1986 and is currently its supervisor and officer of its corporate
development department. Currently, he is also a supervisor of Yunnan
Dawei Ammonia Co. Ltd. (EEAABHSERAT), a supervisor of
Hunan Huayin Energy Technology Co., Ltd. (#iEIZE SRR E AT A IR A 7)),
a director of Taiyuan Zhonglian Zenong Chemical Co., Ltd. (KR

Z{tTAMR A7) and a director of Wuhan Zhongzehengyuan Biological
Material and Technology Co., Ltd. (EVEF B £ RHEIT AR A 7).

Mr. Chiu Chi Kong (“Mr. Chiu”), aged 47, was appointed as an
independent non-executive Director on 18 December 2015. He is a
practicing solicitor in Hong Kong. Mr. Chiu has extensive experience in
corporate finance and compliance matters for listed companies in Hong
Kong. Mr. Chiu is a member of Changchun Committee of The Chinese
People’s Political Consultative Conference in Jilin, the PRC, an executive
council member of The Hong Kong Independent Non-executive Director
Association, a China Appointed Attesting Officer appointed by the
Ministry of Justice of the PRC and an accredited mediator of Hong Kong
International Arbitration Centre. Since September 2011, Mr. Chiu has
been served as an independent non-executive director of Chanceton
Financial Group Limited (stock code: 8020), whose shares are listed
on GEM. He was also an independent non-executive director of China
Regenerative Medicine International Limited (stock code: 8158), whose
shares are listed on GEM, for the period from September 2012 to March
2014.
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COMPANY SECRETARY

Mr. Tse Kam Fai (“Mr. Tse”), aged 52, was appointed as the Company
Secretary of the Company on 1 January 2014. Mr. Tse is a fellow
member of The Institute of Chartered Secretaries and Administrators and
The Hong Kong Institute of Company Secretaries. He is also a member
of The Hong Kong Institute of Directors. Mr. Tse is currently also the
company secretary of three companies whose shares are listed on the
Main Board of the Stock Exchange and a company whose shares are
listed on GEM. He is also an executive director of a local professional firm
providing regulatory compliance, corporate governance and corporate
secretarial services to listed and unlisted corporations. Mr. Tse has more
than 25 years’ experience in handling listed company secretarial and
compliance related matters.

CHIEF FINANCIAL OFFICER

Mr. Lo Ka Wai (“Mr. Lo”), aged 47, has been the Chief Financial
Officer of the Company since December 2011. Mr. Lo graduated
from the University of Wollongong, Australia with a bachelor degree
in commerce. He is a member of the Hong Kong Institute of Certified
Public Accountants and CPA Australia. He has more than 20 years of
experience in financial management and corporate finance. He had
been chief financial officer and/or company secretary for various listed
companies in Hong Kong and currently is an executive director of
National United Resources Holdings Limited and Han Tang International
Holdings Limited and an independent non-executive director of Yusei
Holdings Limited and Sheng Yuan Holdings Limited, the shares of these
four companies are listed on the Main Board of the Stock Exchange.
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REPORT OF THE DIRECTORS
ESOHE

The Directors have pleasure in submitting their report and the audited
financial statements of the Group for the year ended 31 December 2015.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The principal activity of the Company is investment holding. The Group
is principally engaged in digital cable television business, wireless digital
television value-added services, wireless digital terrestrial television
network equipment integrated business, wireless digital audio integrated
circuits, research, design, development on and manufacturing of
electronic message security products, integrated circuits, the integrated
circuit solutions and the related services, and in the business of
manufacturing and selling of castor seeds and castor beans and selling
of castor oil. Details of the principal activities of the principal subsidiaries
of the Company are set out in note 23 to the consolidated financial
statements.

Further discussion and analysis of these activities, including a discussion
of an indication of likely future developments in the Group’s business,
can be found in the Management Discussion and Analysis as set out on
pages 6 to 30 of this annual report. These discussions form part of this
Report of Directors.
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Key Performance Indicators FEXBIEE

Continuing Operation 2015 2014 Change
BEREEK —EB-HE ZE—UF 28
By Segment HK$°000 HK$’000

RoEED FER FHIT

Digital cable television business BEBNEBRER

Turnover e 21,120 39,674 -47%
Segment (Loss)/Profit SEB (E18) & (174,785) 54,925 N/A 7R i F
Segment Assets DEEE 149,254 99,323 50%
Segment Liabilities HEEE 176,484 142,502 24%
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Segmental turnover amounted to approximately HK$21.2 million, as
compared to approximately HK$39.7 million in 2014. Despite keen
market competition, revenue generated from the basic subscription of
customers and over value-added technology and sales of digital cable
television business related products is still one of the principal sources
of the revenue of the Group. As the loss suffered from this segment, and
there was net liabilities incurred in 2015, the Group will constantly review
the segment and will exercise procedure to eliminate the loss by all
means of solutions.

D BB HEEE A 4921,200,0008 7 MR - F
— P4 Bl A #4939,700,000 /8 T - BE IS HE
BE BRPEBUURE K E MG EFMT A &
HEAGBENESREBHEBEREE L XS
MAREEZEZRARRZ — - BRADF
SREE MR- hEELAEFE K
EEBEE R ZD IR — IR AR
BrREBAR -

Continuing Operation 2015 2014 Change
BEREE —E-HF —ZE-mEF gk
By Segment HK$°000 HK$’000

BRoEED FER T

Wireless digital television BSEVERIEERE

value-added services

Turnover = 9,495 7,651 24%
Segment Profit/(Loss) DEBE M, (EE) 2,222 (73,361) N/A T3 A
Segment Assets DEREE 4,586 34,319 -87%
Segment Liabilities NEBEE 133,659 158,135 -15%

Segmental turnover amounted to approximately HK$9.5 million, as
compared to approximately HK$7.7 million in 2014. The Group has
better performance in this sector among the others. There was an
increase of turnover compared to last year and also there was profit
earned in 2015. The Directors believe that operation of wireless digital
mobile television in Hebei province provided positive return to the Group.

DB E5EL)459,500,0008 7T © MHNZZE—Y
FRI# /7,700,000 70 © AEBR AR5 EBAE
REGEMOHAE - N_T—1F CE8
REAFIEMBSERT - EFHENTILEZ
BEHNRBERRBEEAASERRIER
B3

Continuing Operation 2015 2014 Change
BEREEY —E-hHF —E—-mE 2%
By Segment HK$’000 HK$’000

EHEED FET FHET

Wireless digital audio EEHNITASH

integrated circuits

Turnover EER 4,064 13 31,162%
Segment Loss o EREE 4,009 3,429 17%
Segment Assets NEEE 12,710 256,326 -95%
Segment Liabilities nEEE 9,944 18,622 -47%
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Segmental turnover amounted to approximately HK$4 million, as
compared to approximately HK$13,000 in 2014. The revenue mainly
generated in late 2015 which the Directors will review whether the
demand for those related products will be higher in 2016. The revenue-
asset ratio can reveal that the Group fully utilize the resources internally
and the Directors will regularly evaluate the latest market situation in
order to generate more revenue in this sector.

D BB HEFEL) 5 4,000,000/87T 0 MR =Z—M
FRIN /13,0008 WHEFER=ZF—H
FREELS  EFERITHEHEERNTRR
ZEARERE c KABELXRBLRAEE
FAFARBER  MESHEHBTEHETT
T AR D B EEE % WS o

Continuing Operation 2015 2014 Change
FEREER —Z-FHE —T—E E)
By Segment HK$’000 HK$’000

ZHEED FHER FHIT

Castor Products BRRE R

Turnover L - = .
Segment Profit/(Loss) DEbaF (EE) - — —
Segment Assets DEBEEE 100,008 — N/A N5
Segment Liabilities DEEE 2,412 s N/A N3 R

The Group completed the capital injection in late 2015 of Shanxi
Zhongze which is principally engaged in research and development,
manufacturing and selling of castor seeds and castor beans, and
research and development of technology of biological products, etc.

In addition, pursuant to the Capital Injection Agreement and the revised
cut-off date of the Guaranteed Period (as defined below) subsequently
agreed in writing by Beijing Kaigiao, Hu Guosheng and Zhong Xiang, Hu
Guosheng and Zhong Xiang have guaranteed that the audited net profit
after tax of Shanxi Zhongze, as prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”), for the three years ending
31 December 2016, 2017 and 2018 (“Guaranteed Period”) shall not be
less than RMB30.00 million, RMB36.00 million and RMB43.20 million
(“Guaranteed Profits”) respectively.

In the event that the Guaranteed Profits have not been achieved, Hu
Guosheng and Zhong Xiang shall compensate Shanxi Zhongze for the
shortfall by cash payment within 10 business days after the issue of the
relevant audited financial statements, which are prepared in accordance
with HKFRS, of Shanxi Zhongze for the relevant year in accordance
with the terms and conditions of the Capital Injection Agreement. Hu
Guosheng and Zhong Xiang further agree to use their respective 24.5%
interest in Shanxi Zhongze as security in support of satisfaction of their
obligation to compensate the shortfall by way of cash.

Hence, the Directors have confidence that the new sector will generate
new stream of income in the coming years and it's one of the new
business that the Group will focus in 2016.
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Discontinued Operation 2015 2014 Change
BRI REEL —E-HF —F P2
By Segment HK$°000 HK$'000
ZHHED FiT T
Wireless digital terrestrial E RS ERFE

television network REERELE

equipment integrated business
Turnover e 1,198 — N/A 73 A
Segment Loss S EEE 37 667 -94%
Segment Assets DEBEEE - — N/A i@
Segment Liabilities SEBEE - — N/A 38 A
Encrypted integrated circuits &z A
Turnover EERE 117 8,394 -99%
Segment (Loss)/profit DE(EE) i F (7,287) 10,159 N/A T3
Segment Assets DEBEE - 310,838 N/A i R
Segment Liabilities SHEE - 2,287 N/ATiE A

During the year, the Directors determined to dispose the business of
the above two segments to independent third parties which enable the
Group to focus on exploring new business opportunities and providing
the maximize interest to the Shareholders.

The market situation for the above two segments were deteriorating in
both PRC and global, the Directors believe resources should be better
utilized in other segments and it will benefit the Shareholders.

RISKS AND UNCERTAINTIES

A certain proportion of the Group’s revenue was derived from relatively
small number of customers in PRC. In case no good relationship
maintained between the small number of customers, financial results
of the Group will be adversely affected and it may trigger the cash flow
problems of the Group.

Our different segments of business operate in the industry that is always
subject to the changes in market condition, technological improvements,
and the changing customer preference for new products and services.
Assumed that the Group cannot act rapidly in response to the changes,
the financial results of the Group will be greatly affected.
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Our business operating in PRC are always subject to extensive industry
standard and government rules and regulations. Failure to adhere the
ever-changing above matters, financial results of the Group will be
affected.

Other than the risks as mentioned above, the Group may also be
adversely affected by the volatility of Renminbi exchange rates because
the Group now mainly focus on PRC business. Other market risks, for
example the foreign currency risk, credit risk, and liquidity risks, and the
volatility of interest rates in the normal course of the Group’s business
may pose certain risks and uncertainties to the Group. Particulars of
financial risk management of the Company are set out in note 6 to the
consolidated financial statements.

KEY RELATIONSHIPS
Employees

Human resources are one of the greatest assets of the Group and the
Group regards the personal development of its employees as highly
important. The Group wants to continue to be an attractive employer for
committed employees.

The Group strives to motivate its employees with a clear career path
and opportunities for advancement and improvement of their skills. The
Group provides on-the-job training and development opportunities to our
staff members and considers all valuable feedback from our employees
for enhancing workplace productivity and harmony.

In addition, the Group offers competitive remuneration packages to our
employees.

Customers

Relationship is the fundamentals of business. The Group fully understand
this principal and thus maintain close relationship with the customers
to fulfil their immediate and long-term need, thus creating a win-win
situation for both customers and the Company.
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Suppliers

Due to the nature of the business, the Group did not have any major
supplier that has significant influence on the operations. However, the
Group strives to maintain fair and co-operating relationship with the
suppliers.

ENVIRONMENTAL POLICIES

The Group is committed to building an environmentally-friendly
corporation that pays close attention to conserving natural resources.
The Group strive to minimize its environmental impact by saving
electricity and encouraging recycle of office supplies and other materials.

During the year 2015, the Group had minimized the operational impact
on the environment and natural resource. The Group had collected most
of the recycled papers and used it as printing materials.

In China, the Group was subject to a number of laws and regulations in
China concerning overall environmental protection. The Group placed high
emphasis on complying with relevant environmental laws and regulations.
The Group required its own staff to comply with the relevant PRC laws and
regulations as well as our own standards and specifications.

The Group believes that it is in compliance in all material respects with
applicable environmental laws and regulations in China.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC while the Shares are listed on GEM. Hence,
our establishment and operations shall comply with relevant laws
and regulations in the PRC, Hong Kong and the respective place of
incorporation of the Company and its subsidiaries. In addition, the
Company is required to comply with the GEM Listing Rules.

During the year ended 31 December 2015 and up to the date of this
report, as far as the Company is aware, there was no material breach of
or non-compliance with applicable laws and regulations by the Group
that has a significant impact on the business and operations of the
Group.
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RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2015
are set out in the consolidated statement of profit or loss and other
comprehensive income on pages 78-80 of this annual report.

DIVIDEND

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2015 (31 December 2014: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year ended 31 December 2015 are set out in note 19 to the
consolidated financial statements.

SHARE CAPITAL

During the year ended 31 December 2015, a total of 1,801,600,000
Shares has been issued by way of subscriptions. Further details of such
subscriptions can be found in the Management Discussion and Analysis
as set out on pages 19 to 24 of this annual report.

Details of movements in the Company’s share capital during the year
ended 31 December 2015 are set out in note 37 to the consolidated
financial statements.

BONDS

Details of the HX Bond, the First CB and the Second CB issued during
the year ended 31 December 2015 can be found in the Management
Discussion and Analysis as set out on pages 6 to 30 of this annual
report.

RESERVES

Details of movements in the reserves of the Group during the year
ended 31 December 2015 are set out in the consolidated statement of
changes in equity on page 83 of this annual report and note 39 to the
consolidated financial statements.
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DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company did not have any reserves
available for cash distribution and/or distribution in specie to the
Shareholders, as computed in accordance with the Companies Act
1981 of Bermuda (as amended) (31 December 2014: Nil). In addition,
the Company’s share premium balance of approximately HK$1,667.3
million as at 31 December 2015 (31 December 2014: approximately
HK$1,478.4 million) may be distributed in the form of fully paid bonus
shares.

DIRECTORS

The Directors during the year ended 31 December 2015 and up to the
date of this annual report were:

Executive Directors

Tan Sri Dato’ Lim Tong Yong (Chairman)
(appointed on 17 February 2016)

Mr. Xiao Yan (Chief Executive Officer)

Mr. Qiu Bin

Mr. Li Tao

Mr. Li Nan (appointed on 9 November 2015)

Mr. Gao Yang (appointed as independent non-executive Director on
9 November 2015 and re-designated as executive Director on
18 December 2015)

Mr. Yu Bun (appointed on 18 December 2015)

Non-Executive Directors

Mr. Wang Kun (re-designated from an executive Director
to a non-executive Director on 18 December 2015)
Mr. Xu Lei (resigned on 18 December 2015)

Independent Non-executive Directors

Mr. Leung Wo Ping JP

Mr. Hu Dingdong

Mr. Lei Yong

Mr. Chiu Chi Kong (appointed on 18 December 2015)

Mr. Dong Shi (resigned on 18 December 2015)
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REPORT OF THE DIRECTORS
ESOHE

Pursuant to Bye-Law 87(1) of the Bye-Laws, at each annual general
meeting one-third of the directors for the time being (or, if their number
is not a multiple of three, the number nearest to but not less than one-
third) shall retire from office by rotation provided that every director shall
be subject to retirement at least once every three years. Mr. Xiao Yan,
Mr. Li Tao, Mr. Hu Dingdong shall retire from office as Directors at the
forthcoming annual general meeting of the Company by rotation and will
then be eligible for re-election at the said meeting.

Pursuant to Bye-Law 86(2) of the Bye-Laws, any Director appointed by
the Board as an addition to the existing Board shall hold office only until
the next following annual general meeting of the Company. By virtue of
Bye-Law 86(2) of the Bye-Laws, Tan Sri Dato’ Lim Tong Yong, Mr. Li Nan
and Mr. Yu Bun shall retire from office as Directors at the forthcoming
annual general meeting of the Company and will then be eligible for re-
election at the said meeting.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 47 to 52 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Directors (including the non-executive Director and all
independent non-executive Directors) has entered into a service contract
with the Company for a fixed term of one year renewable automatically
for successive terms of one year each commencing from the day next
after the expiry of the then current term of appointment until terminated
by either party giving not less than three-month’s prior notice.

No Director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Group which is not determinable
by the Group within one year without payment of compensation (other
than statutory compensation).
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DIRECTORS’ INTEREST IN CONTRACTS

No contracts of significance (as defined in Rule 18.25 of the GEM Listing
Rules) to which the Company or any of its subsidiaries was a party and
in which a director or substantial shareholder of the Company has a
material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year ended 31 December 2015.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2015.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

At no time during the period under review was the Company or any of
its subsidiaries a party to any arrangement to enable the Directors, their
respective spouse or children under 18 years of age to acquire benefits
by means of the acquisition of Shares in or debentures of the Company
or any other body corporate.

DISCLOSURE OF CHANGES IN INFORMATION
OF DIRECTOR

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, changes in
Directors’ information since the date of the 2015 interim report of the
Company are set out below:

Positions held with the Company

—  Mr. Wang Kun has been re-designated from an executive Director
to a non-executive Director;

— Mr. Gao Yang has been re-designated from an independent non-
executive Director to an executive Director;

— Mr. Lei Yong has been appointed as a member of the Audit
Committee; and

— Mr. Qiu Bin has been appointed as a member of each of the
Nomination Committee and the Remuneration Committee,

all with effect from 18 December 2015.
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Changes in Directors’ emoluments

Revised Directors’
annual remuneration

EEM2BE

Name of Directors (HK$’000) Effective date
RIETEE2FEHMH

E=E8 (F#7T) E%EH

Mr. Xiao Yan 960 1 February 2016
HEXE —E-RF-A—H
Mr. Li Tao 960 1 February 2016
TEEE —T-RF-A—H
Mr. Li Nan 960 1 February 2016
FHtE —T—R"F=ZA—H
Mr. Gao Yang 960 1 February 2016

St bt —T-R"F-A—H
Mr. Yu Bun 960 1 February 2016
AR SE A —T-RF¥-A—H

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for Directors’
and officers’ liabilities in respect of legal actions against its Directors and
senior management arising out of corporate activities. The permitted
indemnity provision is in force for the benefit of the Directors as required
by section 470 of the Companies Ordinance (Chapter 622, Laws of
Hong Kong) when the Report of Directors prepared by the Directors
is approved in accordance with section 391(1)(a) of the Companies
Ordinance (Chapter 622, Laws of Hong Kong).

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Board on the basis of their merits, qualifications and competence.

The emoluments of the Directors are decided by the Board with
reference to the recommendations from the Remuneration Committee,
having regard to their duties and responsibilities.
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The Company has adopted the Share Option Scheme as an incentive to
Directors and eligible participants, details of the scheme is set out below

and note 40 to the consolidated financial statements.

EMPLOYEE SHARE OPTION SCHEME

The terms of the Share Option Scheme adopted on 30 December 2011

are summarized as follows:

(a)

(b)

(c)

64

Purpose

The purpose of the Share Option Scheme is to enable the Group
to grant options to participants as incentives or rewards for their
contributions to the Group.

Participants

The Directors may, at their discretion, invite any person who is a
full time or part time employee or director of any member of the
Group, a consultant or agent of or adviser to any member of the
Group, to take up options to subscribe for the Shares.

Total number of Shares available for issue

The total number of Shares available for issue upon exercise of all
options granted and to be granted under the Share Option Scheme
is 248,709,199, representing approximately 3.20% of the Shares in
issue as at the date of this report.
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(d)

(e)

In order to provide the Company with greater flexibility in granting
options under the Share Option Scheme to reward the eligible
participants who have contributed or will contribute to the Group
and to maintain or attract business relationship with eligible
participants whose contributions are or may be beneficial to
the growth of the Group, a resolution will be proposed at the
forthcoming annual general meeting of the Company to refresh
the mandate limit of the Share Option Scheme. The refreshment
of the mandate limit of the Share Option Scheme is in line with the
purpose of the Share Option Scheme.

Maximum entitlement of each participant
under the Share Option Scheme

The total number of Shares issued and to be issued upon exercise
of the options granted under the Share Option Scheme to each
participant in any 12 months period shall not exceed 1% of the
Shares in issue as at the date of grant.

Time of exercise of option

An option may be accepted by a participant within 28 days from
the date of the offer of grant of the option. Upon acceptance of the
option, the grantee shall pay HK$1.00 to the Company by way of
consideration for the grant of the option.

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during the period to be
determined and notified by the Board to each grantee, at the time
of making an offer of the grant of an option which shall not expire
later than 10 years from the date of grant of the option. Unless
otherwise determined by the Directors and stated in the offer of
the grant of options to a grantee, there is neither any performance
target that needs to be achieved before the option can be
exercised nor any minimum period for which an option must be
held before it can be exercised.

(d)

(e)
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(f)

(9)

Price of Shares

The subscription price for a Share in respect of any particular
option granted under the Share Option Scheme shall be such price
as the Board in its absolute discretion shall determine, save that
such price will not be less than the highest of (i) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (i) the
average of the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant; and (jii) the nominal value
of a Share.

Remaining life of the Share Options Scheme

The Share Option Scheme will remain in force before 29 December
2021.

The following table disclosed movements in the Company’s share
options granted under the Share Option Scheme during the year:

Number of Shares (Note)

() RIEE

(9)

RIS B o BB (AT E RE U FTY
KDz REEEHESTS2HRT © I
ZERTRER CAREERZE) () RER
BRLBEH(ASEXA) MR AEHR
EBRPTMB 2 WHE (i) BRBRER
B HIRT A EE R BB e R RERM
B 2 FEUHE + K (i) B EE

BB S 2R B

BT BN T —F+t=-A=1Th
BATRFF AR

TREBEARBNFARBBIRE B
th 2 FE R 2 28 -

ROBA (i)

As of Granted Exercised Cancelled Lapsed As of Exercise

1 January during during during during 31 December price per

Participants 2015 the year the year the year the year 2015 Date of grant Exercise period Share
28% BE-%-1f BE-Z-1%

-A-B  RERRE  RERGR  REREE  RERZN TZASt-B RERH it BRITEE

HKS

AT

Other participant Eth2ag 3,000,000 = — — - 3,000,000 29/02/2012 01/03/2013-29/02/2016 084
Total E5) 3,000,000 - - - - 3,000,000

Note: ftsE -

Number of Shares over which options granted under the Share Option
Schemes is exercisable.

Particulars of the Share Option Scheme are set out in note 40 to the
consolidated financial statements.

No share option were granted, exercised, cancelled or lapsed during the
year ended 31 December 2015.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2015, the interests and short positions of the
Directors, the chief executive of the Company or their respective
associates (as defined in the GEM Listing Rules) in the Shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO); or pursuant to
Section 352 of the SFO, to be entered in the register referred to therein;
or pursuant to Rule 5.46 of the GEM Listing Rules relating to securities
transactions by Directors, to be notified to the Company and the Stock
Exchange were as follows:

Interests and short position in Shares, underlying
shares and debentures of the Company

EERTETHASAAAT
S AE TG B 2 I 15 - 1688
13 R AR > s AR

RZE—AF+A=+—H FARAEF"
ETBITRABSREZAZHBEA(EERERA
FREMRA) RAR R HEAMERER (F
EAEZ ARG ([FE7RBEGH ) EXV
2B 2B - B REEET - EARER
R HEEBIEXVERE 7 RE8 D BREAM
SRR RERFT2 #s MAR (BRERERE
B RPERIERGCUREERRREE 2
B MRR) ¢ IRIEE S NS 1R {5 352
ARBNZ IR B R MAZ #aE MAR - X
REEHESETESFRX S ZBIFREMAA
FE 546 IRBME AR R ME R PT 2 fas MOAR
W

RERB KRG - HERGERE
FHEEER KRR

Approximate
percentage of interests in

Name of Directors Capacity Long position/short position Number of Shares the issued share capital

HEERTRA

BRZHN

ESER 27} #E/ %A RIFEE BAl

Mr. Xiao Yan Beneficial owner Long position 2,273,334 0.04%
HERE BHEBA e

Mr. Qiu Bin Beneficial owner Long position 2,408,000 0.05%
e & ERBEAA e
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Save as disclosed above, none of the Directors and chief executives of
the Company nor their associates had any interests and short positions
in the Shares, underlying shares and debentures of the Company and its
associated corporations, as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the required standard
of dealings by Directors as referred to in Rule 5.46 of the GEM Listing
Rules as at 31 December 2015.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF
THE COMPANY

As at 31 December 2015, the following persons (other than the Directors
and the chief executives of the Company) had interests or short positions
in the Shares or underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:

BREXFEREN RZTE—RF+ZH
=+—H ARREEREFETHABRES
ZHEE ABEER AN A R ERBER 2 ARG
FERARR (D R ERE B A AR AR R E
N ERE {5056 352 (17 B 2 B o et ek < 7
SRR E  SARRAIFEIR ETRAIES. 461!%)%
MEBFETRGZRELEAENGARA
RFTZ S AR °

FERRRAD T 25K HE
B 2R RAR

R-TE—RAF+-_A=1—H8 UFALX(EXR
AIZEENTEEZTHRABRINRARABRM K
MERARD h BEB AR IE B 75 S BB 1R B 56 336 1
ATFEECMARE ERIOAR

Long positions in Shares REGZIHFE
Approximate
Number or attributable percentage of
number of Shares/ interest in the issued
Name of Shareholders underlying shares held Type of Interests share capital
BEZROEE HERSG HEBRITRAE
BRRER RELEE RERER EaBNED
Sino Perfect Investments Limited 870,000,000 Beneficial owner 16.54%
(Note 1) (FftzE 1) BB A
Chan Chun Wo (Note 1) 870,000,000 Interest in controlled 16.54%
PR AN (PRFEE1) corporation
LB
Huang Fan (Note 1) 870,000,000 Interest in controlled 16.54%
=N (FsE1) corporation
R EE R
Lim Tong Yong (Note 2) 870,000,000 Beneficial owner 16.54%
PRERE (BfEE2) EmfaA
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Name of Shareholders

Number or attributable
number of Shares/
underlying shares held

Type of Interests

Approximate
percentage of
interest in the issued
share capital

BEZROEE HEBRTRAE
BRRER ARG RELEE R ER EaZBAEDT
National United Resources Holdings 869,565,217 Beneficial owner 16.53%
Limited (Note 3) BEmEEA
Bl ES ERIERBR AR (HFE3)
Sino King Trading (HK) Co., Limited 434,782,608 Beneficial owner 8.27%
(Note 4) (FfizE4) EnEAA
Chan Lai Pan (Note 4) (Fffz£4) 434,782,608 Interest in controlled 8.27%
corporation
LR
Ascent Creations Group Limited 590,000,000 Beneficial owner 11.22%
(Note 5) (Kftz5) BEmEAA
Wang Peng (Note 5) 590,000,000 Interest in controlled 11.22%
F 5 (KsES) corporation
R EE R
Team Effort Investments Limited 505,226,451 Beneficial owner 9.60%
(Note 6) (Ff15£6) EmlEEA
Choi Chung Lam (Note 6) 505,226,451 Interest in controlled 9.60%
ZHEM(EE6) corporation
R EE R
Tang Hanbo 373,284,000 Beneficial owner 7.10%
=P BB A
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Notes:

Based on the notice of disclosure of interests of Mr. Chan Chun Wo and
Ms. Huang Fan both dated 11 December 2015, Sino Perfect Investments
Limited is owned as to 50% by Mr. Chan Chun Wo and 50% by Ms.
Huang Fan. Under Part XV of the SFO, each of Mr. Chan Chun Wo and
Ms. Huang Fan is deemed to be interested in these 870,000,000 Shares
which Sino Perfect Investments Limited is interested. As at 31 December
2015, the subscription of 870,000,000 Shares pursuant to the share
subscription agreement entered into between the Company and Sino
Perfect Investments Limited has not yet been completed. Please refer to
the Company’s circular dated 12 January 2016 for details of the said share
subscription.

As at 31 December 2015, the subscription of 870,000,000 Shares pursuant
to the share subscription agreement entered into between the Company
and Tan Sri Dato’ Lim Tong Yong has not yet been completed. Please refer
to the Company’s circular dated 12 January 2016 for details of the said
share subscription.

As at 31 December 2015, the subscription of convertible bonds in principal
amount of HK$100,000,000, which attaching conversion rights to convert
the convertible bonds into 869,565,217 Shares at the initial conversion
price of HK$0.115 (subject to adjustment), pursuant to the convertible
bonds subscription agreement entered into between the Company and
National United Resources Holdings Limited has not yet been completed.
Please refer to the Company’s circular dated 12 January 2016 for details of
the subscription of the said convertible bonds.

Based on the notice of disclosure of interest of Chan Lai Pan, Sino King
Trading (HK) Co., Limited is beneficially and wholly owned by Chan Lai
Pan. Under Part XV of the SFO, Chan Lai Pan is deemed to be interested
in 434,782,608 Shares which Sino King Trading (HK) Co., Limited is
interested. As at 31 December 2015, the subscription of convertible
bonds in principal amount of HK$50,000,000, which attaching conversion
rights to convert the convertible bonds into 434,782,608 Shares at the
initial conversion price of HK$0.115 (subject to adjustment), pursuant
to the convertible bonds subscription agreement entered into between
the Company and Sino King Trading (HK) Co., Limited has not yet been
completed. Please refer to the Company’s circular dated 12 January 2016
for details of the subscription of the said convertible bonds.
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5. Mr. Wang Peng (“Mr. Wang”) is the legal and beneficial owner of the entire

issued share capital of Ascent Creations Group Limited. Hence, Mr. Wang is
deemed to be interested in 590,000,000 Shares through the shareholding

interest of Ascent Creations Group Limited in the Company.

6. Mr. Choi Chung Lam (“Mr. Choi”) is the legal and beneficial owner of the
entire issued share capital of Team Effort Investments Limited. Hence,
Mr. Choi is deemed to be interested in 505,226,451 Shares through the
shareholding interest of Team Effort Investments Limited in the Company.

Save as disclosed above, the Directors were not aware that there was

any person (not being a Director or chief executive of the Company) who

had, or was deemed to have, interests or short positions in the Shares

or underlying shares of the Company which would fall to be disclosed to

the Company under the provisions of Divisions 2 and 3 of Part XV of the

SFO and was recorded in the register kept by the Company pursuant to

section 336 of the SFO.

MAJOR CUSTOMERS AND SUPPLIERS

5 E WS & £ £ & £ 1) BAscent Creations
Group Limited 2 2 BT AN 2 & /A Em
A A At FEAEWER RSB BAscent
Creations Group Limited RN 2 7] 2 J i A
590,000,000 f&f& 10 < #Ez ©

6. BB MR & AN FE K &£ |) RTeam Effort
Investments Limited & #8 B B 1T R 4N 2 & &
BEmBAA - Bt - BT EWE BB B Team
Effort Investments Limited A2 7] 2 B e A
505,226,451 iR iR 17 2 % o

B EXPrIEESN  EEHMAMBEEMAL
(UFARREFRTBTHRAE)RARFEZ
Bt S AERE R ) R A R R AR AR IBE
REFEIRBIEXVERSE 2 R 535 B 2 R XA A
ARAEE RIRANRBREE 5 AR RIS
336 1RE TR EBRCMATRLER 2 as R R -

FEREFRHEER

Percentage of the Group’s

HAEEEEDL
Revenue Purchases
Wz HEEE
The largest customer BAEP 27%
Five largest customers in aggregate AREFPEET 40%
The largest supplier BAHIER 40%
Five largest suppliers in aggregate AARBEEEET 74%

None of the Directors or any of their associates or any Shareholders

(which to the best knowledge of the Directors, owns more than 5% of

the Company’s issued share capital) had any beneficial interest in the

Group’s five largest customers and suppliers respectively.

MEESNRE 2T ABEALESAAGE
BARAEBEITRAL% A L2 ERIRERS
RAKBRAARP R ERTHA TR EmiE

N
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REPORT OF THE DIRECTORS
ESGHE

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Bye-Laws or the
laws of Bermuda, being the jurisdiction in which the Company was
incorporated, which would oblige the Company to offer new Shares on a
pro-rata basis to existing Shareholders.

PURCHASES, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the year ended 31 December 2015, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, as at the date of this annual report, the
Company has maintained sufficient public float as required under the
GEM Listing Rules.

COMPETING INTERESTS

None of the Directors or any of their associates (as defined in the GEM
Listing Rules) had an interest in a business, which competes or may
compete with the business of the Group, or has any other conflict of
interests with the Group.

Heng Xin China Holdings Limited Annual Report 2015
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REPORT OF THE DIRECTORS
ESOHE

AUDITOR

Following the resignation of Cheng & Cheng Limited as auditor of the
Company on 8 December 2015, ZHONGHUI ANDA CPA Limited was
appointed as the auditor of the Company on 18 December 2015 to fill
the casual vacancy following the resignation of Cheng & Cheng Limited
and will hold office until the conclusion of the forthcoming annual general
meeting of the Company.

Save as disclosed above, there were no other changes in auditor of the
Company during the past three years.

A resolution will be proposed at the forthcoming annual general meeting
to re-appoint ZHONGHUI ANDA CPA Limited as auditor of the Company.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for
the past five financial periods is set out on pages 183 to 184.

On behalf of the Board

Xiao Yan
Chief Executive Officer and Executive Director

22 March 2016
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INDEPENDENT AUDITOR’S REPORT

B AR EN RS

T o

ZHONGHUI
TO THE SHAREHOLDERS OF
HENG XIN CHINA HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Heng Xin
China Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 78 to 182, which comprise
the consolidated statement of financial position as at 31 December 2015,
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 a summary of
significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants 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.
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INDEPENDENT AUDITOR’S REPORT

B A BEN RS

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to 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. We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified audit opinion.
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INDEPENDENT AUDITOR’S REPORT

B AR EN RS

BASIS FOR QUALIFIED OPINION

Opening balances and corresponding figures

The audit opinion on the consolidated financial statements of the Group
for the year ended 31 December 2014, which forms the basis for the
corresponding figures presented in the current year’s consolidated
financial statements, was qualified because of the possible effects of the
limitations on the scope of the audit, details of which are set out in the
audit report dated 27 March 2015.

One of the Group’s subsidiaries recorded a revenue of RMB30,000,000
(equivalent to HK$37,975,000) in the consolidated statement of
profit or loss and other comprehensive income for the year ended 31
December 2014, and as at 31 December 2014, trade receivable of
RMB111,695,000 (equivalent to HK$141,386,000) was presented on
the consolidated financial statements relating to the same customer.
This trade receivable was fully impaired in the year ended 31 December
2015. Up to the date of this report, we have not yet obtained sufficient
appropriate audit evidence to satisfy ourselves as to this 2014 revenue,
this trade receivable as at 31 December 2014, and whether this
impairment should be recognized in current or prior years.

Disposal group classified as held for sale and
associated liabilities

Up to the date of this report, we have not yet obtained sufficient
appropriate audit evidence to satisfy ourselves as to the carrying
amounts of disposal group classified as held for sale of approximately
HK$254,362,000 and liabilities associated with the disposal group of
approximately HK$64,246,000. There are no other satisfactory audit
procedures that we could adopt to satisfy ourselves as to whether
these amounts are fairly stated in the consolidated statement of financial
position.

Any adjustments to the figures as described above might have a
consequential effect on the Group’s financial performance and cash
flows for the years ended 31 December 2014 and 2015, the financial
positions of the Group as at 31 December 2014 and 2015, and the
related presentation and disclosures thereof in the consolidated financial
statements.

Heng Xin China Holdings Limited Annual Report 2015

REBE D> H
B RRBY S

EEHRY EKEBEE-_T-OF+_-A
=+ B UEFEZGEEMBERR (BRAFELR
EMBHERAMZIAEE T 2 ER) HER
m%%%i'ﬁm%%ﬁﬁEZ%ﬁﬁﬂ%ﬁ

Z- Bl AN SR e

‘T‘/E

“tERZER®RE -

ESEEFP—BHNBARREBEE-_Z—NF
+ZA=t+—HLEFEZHRAER &ﬁmiﬁ
WA = A 8R 15 Mz A R #530,000,000 7T (FE 55
737,975,000 7) - MR _E—ME+ A
=t+—B GEVBRRNSEZREEREP
B2 U BR SR A R #111,605,000 7T (B &

141,386,000/ 7T ) « ZEWERREZZ
§—£¢+:HZ+—E¢¢FE%@ﬁ@o
HIEABREBR  EZRRERSROHEEL
BZRE @3”*%#f§—m¢+:ﬂ
—t+—BHZBEREREER  UAREEERA
FERBEFERRZRME -

DEBHFFLHECZHEZBRE
BEE

HIEAREAH EEHMAENERNEEL
BZEE  FEEEMAIERFELHEZHE
SE R 2 AN B E 2 BREEX) 254,362,000
75 7T K 64,246,000 7T, © W E A A ELAN 2 =
AMBBEZER  UEEZEEALERERS
BEREEMBARREKRF RAFHES

¥ El B AT EL AR TR
BEHE—_T—NFr_TE—hF+A=1—
BEFECHBRARREREUR BEE&HE
RZT—mFER=-ZT—AF+-_A=1+—AZ
BATS AR A R AR & B 5 S 35 A 2 #E A 2 3R S 8
BRIEKBERZ -

# A%



INDEPENDENT AUDITOR’S REPORT

B A BEN RS

QUALIFIED OPINION

In our opinion, except for the possible effect of the matters as described
in the basis for qualified opinion paragraphs, the consolidated financial
statements give a true and fair view of the financial position of the Group
as at 31 December 2015, and of its financial performance and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

EMPHASIS OF MATTER — GOING
CONCERN BASIS

Without further qualifying our opinion, we draw attention to note 2 to the
consolidated financial statements which indicates the Group incurred
a loss attributable to owners of the Company of HK$452,094,000
and operating cash outflow of HK$58,311,000 for the year ended 31
December 2015. These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the Group’s ability to
continue as a going concern.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang
Practising Certificate Number PO3614

Hong Kong, 22 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
meEm R EMEEEAR

For the year ended 31 December 2015

HE-_Z-—RAF+-A=+—HIFE

2015 2014
—E—IEF —=E=—F
Notes HK$’000 HK$’000
FaE FET FAT
(Restated)
(#eE5)
CONTINUING OPERATIONS  FEEZ K
REVENUE Yz 8 34,679 47,338
Cost of sales SHERA (22,502) (11,833)
Gross profit ER 12,177 35,505
Other income HaA 9 1,437 31,243
Selling and distribution costs SHE R SHA AR (1,717) (626)
Administrative and TR R ERY
operating expenses (55,875) (130,094)
Impairment on various assets FEEERE 11 (260,684) (566,684)
LOSS FROM OPERATION REELER (304,662) (630,656)
Finance costs BhE RN 12 (9,302) 9,571)
LOSS BEFORE TAX RREL AT 1B (313,964) (640,227)
Income tax credit/(expenses) Fis®ife, (AX) 13 1,391 (400)
LOSS FOR THE YEAR FROM HEK&E £ FEREIR
CONTINUING OPERATIONS (312,573) (640,627)
DISCONTINUED OPERATIONS B #&IL48& %7&
LOSS FOR THE YEAR FROM BRI E T F AR
DISCONTINUED OPERATIONS 16(c) (148,286) (132,348)
LOSS FOR THE YEAR FABE 14 (460,859) (772,975)
Other comprehensive loss FREMETEEIE (FIRRFE) -
for the year, net of tax:
Items that may be reclassified TAEEFH D EEIBH2ER
to profit or loss:
Exchange differences on HEGINFETS 2 TE H =58
translation of foreign operations (12,737) (19,427)
Exchange differences reclassified M EMBARIREHHLES
to profit or loss on disposal Bam o ERERE
of subsidiaries (11,241) —
(23,978) (19,427)
TOTAL COMPREHENSIVE FRE2EBEER
LOSS FOR THE YEAR (484,837) (792,402)

78
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

meEEREMEERAR

For the year ended 31 December 2015

HE—Z-—RAF+-A=+—HIFE

2015 2014
—EB-AF —T e
Notes HK$’000 HK$’000
FaE FHET FAT
(Restated)
(Fe&=75)
LOSS FOR THE YEAR LN ALTREFAEE :
ATTRIBUTABLE TO:
Owners of the Company RATERBA
Loss from continuing operations 48 & & 275 E 18 (312,573) (640,627)
Loss from discontinued BRI EEKEE
operations (139,521) (127,695)
Loss attributable to owners A2 F#EHE AELEIE
of the Company (452,094) (768,322)
Non-controlling interests FEHE PR IR R =
Loss from discontinued BRI B 18
operations (8,765) (4,653)
(460,859) (772,975)
TOTAL COMPREHENSIVE LUTATEEER
LOSS FOR THE YEAR RHEHEGRAE
ATTRIBUTABLE TO:
Owners of the Company RATEE A (476,262) (787,749)
Non-controlling interests AT (8,575) (4,653)
(484,837) (792,402)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
REBREREMEERAR

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
2015 2014
—E-fHE —ZTmEF
Notes HK$°000 HK$’000
FaE THET FAT
(Restated)
(geE=75)
LOSS PER SHARE BREE GBL)
(HK$ cents) 18
From continuing and REFERCRILEE £
discontinued operations
— Basic — HK (10.17) (22.33)
— Diluted — g (10.17) (22.33)
From continuing operations  REFESE £
— Basic — HAR (7.03) (18.62)
— Diluted — g (7.03) (18.62)
From discontinued operations R E T #& I &8 &£ 75
— Basic — &R (3.14) (3.71)
— Diluted —8E (3.14) (3.71)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B ISARRAR

As at 31 December 2015

RZZE—AF+-A=+—H

2015 2014
—E-RF —TmF
Notes HK$’000 HK$’000
MI5E FHT FATT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment Y% BRE NG 19 35,566 47,946
Goodwill EE 20 20,446 95,618
Intangible assets mLEE 21 63,738 46,973
Investment in an associate R—EEE AR 2RE 24 — 40,325
Derivative financial instruments T4 SR T A 7(a), 25 3,896 -
Deposits for acquisition of WIEIERB B E 2 d
non-current assets 26 36,000 12,000
159,646 242 862
CURRENT ASSETS REEE
Inventories FE 27 46,733 177,779
Trade receivables JE U BR X 28 110,923 257,349
Prepayments, deposits and TEFRIE - e
other receivables N E At pE W kIR 29 62,428 246,931
Cash and cash equivalents Be MREEEY 30 88,864 7,107
308,948 689,166
Disposal group classified as PERFIELE
held for sale ZHEEE 22 254,362 =
563,310 689,166
CURRENT LIABILITIES REBAE
Trade payables FEfTEREX 31 41,066 34,730
Other payables and accruals Hub I soa R ERT &R 32 240,672 237,684
Receipts in advance TEUTHR X 33 47,297 52,576
Notes payables NS 35 70,000 100,000
Short term loans RHER 34 12,571 12,797
Tax payables FEESTIR 56,287 60,094
467,893 497,881
Liabilities directly associated with  EEH & &£ &
the disposal group HEEEBE 22 64,246 =
532,139 497,881
NET CURRENT ASSETS REBEETFE 31,171 191,285
TOTAL ASSETS LESS HWEERRBAE
CURRENT LIABILITIES 190,817 434,147
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRIR R

As at 31 December 2015 RZZE—AF+=A=+—H
2015 2014
—E—hEF —=E=—F
Notes HK$’000 HK$’000
FaE THET FA&T

NON-CURRENT LIABILITIES JHhEaE

Receipts in advance TEUAR X 33 56,637 69,045

Deferred tax liabilities BIEFIIEAE 36 7,111 7,361
63,748 76,406

NET ASSETS BEFHE 127,069 357,741

EQUITY =

Equity attributable to RATEE AEGER

owners of the Company

Issued capital BEITRA 37 52,602 34,586

Reserves e 39 14,780 302,116
67,382 336,702

Non-controlling interests IR RER 59,687 21,039

TOTAL EQUITY A 127,069 357,741

The consolidated financial statements on pages 78 to 182 were H78EEZF1Q2HAZHFEUBBREN T
approved and authorised for issue by the board of directors on 22 March ~ —~"F=H -+ - H&EE & E R TIE

2016 and are signed on its behalf by: BRUTATRAESEE
Approved by: HEEA
Xiao Yan Qiu Bin
HE 1h3E
Director Director
EZE EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEERBBR

For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

Attributable to owners of the Company

consolidated statement of financial position.

e

2015 F45 BEHPRZERERA T

FRIERAEL
Foreign
currency Share Non-
Issued Share Capital translation option Other Accumulated controlling
capital ~ premium* reserve* reserve* reserve* reserve* losses* Total interests Total equity
N FER
BEIRA  ROEE* EARR  RERE BRERET EUEE  ZiEE B BREE  B&EAE
HK$'000 HK§000  HK§000  HK$000 HK$'000 HK$000  HK§000  HK$000 HK$'000 HK$ 000
Thn Th Thr Thr T ThI Thn Thn Thr Thn
At1 January 2014 RZ5-ME-A-H 34086 1,466,350 2,32 100,274 3,39 (19992 (415328 1,111,111 2,69 1,136,803
Total comprehensive loss EMEEFELE
for the year = = = (19427) = - (6832 (787,749 065 (192402
Issuie of new shares BAHR{ 500 12,000 - - - - - 12500 - 12,500
Recognition of share-based B AR RERRE
payments = = = = 840 = = 840 = 840
At 31 December 2014 R-E-BF+-A=1-H 34,686 1478350 2,325 80,847 4236 (79992)  (1,183,650) 336,702 21,039 357,741
At 1 January 2015 R=F-1%-A-A 34580 1478350 2,325 80,847 4236 (79,992)  (1,183,650) 336,702 21,039 357,741
Total comprehensive loss ERREERLERE
for the year = = = (24,169) = - [42094)  (476262) (@575 (484:837)
Issue of new shares ¥iHki 18,016 188,926 - - - - - 206,942 - 206,942
Acquistion of a subsidiary WE-ENE AR - - - - - - - - 47223 47223
At 31 December 2015 RZE-RE+-A=1-H 52602 1,667,276 2,325 56,679 4236 (79992)  (1,635,744) 67,382 59,687 127,069
. These reserve accounts comprise the consolidated reserves in the — * ZERBRPEES VB RARANGE
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CONSOLIDATED STATEMENT OF CASH FLOWS
FMERERER

For the year ended 31 December 2015

BE_Z—RAF+-_A=+—HIFE

2015 2014
—B-EHF —EmE
HK$’000 HK$'000
FHET FAET
CASH FLOWS FROM RETDABRSRE
OPERATING ACTIVITIES
Loss before tax FRA AT EE
From continuing operations REFFELEETS (313,964) (640,227)
From discontinued operations RE BRI T (148,286) (132,348)
Adjustments for: AT SBEL AR
Finance costs & R 9,302 9,571
Interest income F 2 WA @) (49)
Written back on provision for trade FEU AR R N TN SR IB R R T
receivables and prepayments - (14,835)
Reversal of impairment on inventories FERERMD - (8,634)
Gain on disposal of property, HEYE - BEMKEE 2 WS
plant and equipment (205) (751)
Loss on disposal of subsidiaries LS EARESE 123,069 =
Depreciation of property, Y% - BB MEEITE
plant and equipment 8,433 19,321
Amortisation of intangible assets A B 15,027 =
Property, plant and equipment written off ~ #73 ~ R K =R i8S - 37
Share-based payment expenses LARAD 2 - 5R3R - 840
Share of loss of an associate o — g A FEE 124 667
Impairment losses on goodwill e EEE 80,295 263,301
Impairment losses on intangible assets & ER{EEE - 10,521
Impairment losses on inventories FEREER 4,631 76,389
Impairment losses on trade receivables B R FUREE 18 137,895 125,793
Impairment losses on prepayments, TENFIE « e K HM
deposits and other receivables FEW IR R E IR 8,000 100,335
Impairment losses on property, Y% - BB MR EREEE
plant and equipment 13,823 66,467
Impairment losses on deposits for WHESER BN B EE 2 i R EE 1R
acquisition of non-current assets 12,000 39,505
Impairment losses on R TIZREREE
construction-in-progress 4,040 16,715
(45,820) (67,382)
Change in inventories FEEH) 8,403 12,325
Change in trade receivables JE WS AR S 8,081 (14,600)
Change in prepayments, deposits TENFRIE © R I EAth eI R IE &
and other receivables (21,009) 152,956
Change in trade payables P AR TR 6,360 (239,560)
Change in other payables and accruals — Efh fE{ 58 & 5+ & F & 7,249 623
Change in receipts in advance TR BR SR &) (17,687) 24,112
Change in restricted bank deposits AR HIRI T - 7,140
Cash used in operations KEAZIRE (54,423) (124,386)
Income tax paid BEFEH (3,888) (400)
Net cash flows used in ReETEFTA
operating activities BERETFHE (58,311) (124,786)
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CONSOLIDATED STATEMENT OF CASH FLOWS

S A 25 =
GEHERER
For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
2015 2014
= —TmF
HK$'000 HK$'000
FTExT FATT
CASH FLOWS FROM RETHMBRERE
INVESTING ACTIVITIES
Deposits for investment WEZIES \ (36,000) —
Deposit for acquisition of intangible assets WESEF B E 21X & - 76,037
Deposit for acquisition of property, WHEMZ - BERREZIES
plant and equipment - 20,466
Purchase of property, plant and BEWMZE - BB L&
equipment (38,408) (26,077)
Purchase of intangible assets BEELEE (928) (5,924)
Proceeds from disposal of subsidiaries ~ H &M B A BIFTEIE 9,866 —
Proceeds from disposal of property, HEME - BEMREZERE
plant and equipment 629 1,420
Net cash (outflow)/inflow on acquisition ~ WiE—REIIBAR 2
of a subsidiary Be (Ont)/mAFHE (61,161) 839
Interest received B UF S 4 49
Net cash flows (used in)/ REES (FrA) FERERETFE
generated from investing activities (125,998) 66,810
CASH FLOWS FROM METHFERERE
FINANCING ACTIVITIES
Net proceeds from issue of shares MR B AT AT 1S R HRE 146,946 12,500
Temporary receipts from B B0 R UER 2 Falr 5B
share subscription 160,050 =
Repayment of notes payables EEEMNEE (100,000) (50,000)
Issue of notes payables BORNER 70,000 —
New bank and other loans raised MBERITREMER - 12,797
Repayment of bank loans EIRRITER - (12,366)
Repayment of obligations under BEERBERNEMT
finance leases ) - (26)
Interest on bank loans/other loans RITERHMERZFE (2,041) (9,571)
Net cash flows generated from/ MEFTEELE (FTA) 2
(used in) financing activities RERETFHE 274,955 (46,666)
NET INCREASE/(DECREASE) IN RERBASEEYEMN (RD)
CASH AND CASH EQUIVALENTS FE 90,646 (104,642)
Cash and cash equivalents REVZRE RBESEEY
at beginning of year B 7,107 130,726
Net foreign exchange differences EH =58 FE (8,806) (18,977)
Cash and cash equivalents RERZEERBEEEY
at end of year 88,947 7,107
ANALYSIS OF BALANCES OF RERBEEEBYZERDN
CASH AND CASH EQUIVALENTS
Cash and bank balances He MIRTTAE &R 88,864 7,107
Cash and bank balances included SADERREHEZHESRRE 2
in disposal group classified as & RIRITAERR
held for sale 83 =
Total cash and bank balances IR RIRTTAERRARER 88,947 7,107
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

1.

GENERAL INFORMATION

Heng Xin China Holdings Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liability. Its shares are listed on the Growth Enterprise Market
(“GEM”) of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of its registered office is at Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda. The address
of its principal place of business is Unit 2, 24/F, Harcourt House,
39 Gloucester Road, Wanchai, Hong Kong.

The Company is an investment holding company. The principal activities
of its subsidiaries are set out in note 23 to the consolidated financial
statements.

GOING CONCERN BASIS

The Group incurred a loss attributable to owners of the Company
of HK$452,094,000 and operating cash outflow of HK$58,311,000
for the year ended 31 December 2015. These conditions indicate
the existence of a material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going concern.
Therefore, the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.

Nevertheless, the directors are of the opinion that it is appropriate
to prepare the financial statements on a going concern basis as
the directors have been taking measures to improve the liquidity
of the Group by launching new business and share subscription
disclosed in note 47. Should the Group be unable to continue
as a going concern, adjustments would have to be made to the
financial statements to adjust the value of the Group’s assets to
their recoverable amounts, to provide for any further liabilities which
might arise and to reclassify non-current assets and liabilities as
current assets and liabilities, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

3.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants that are relevant
to its operations and effective for its accounting year beginning on
1 January 2015. HKFRSs comprise Hong Kong Financial Reporting
Standards (“HKFRS”); Hong Kong Accounting Standards (“HKAS”);
and Interpretations. The adoption of these new and revised HKFRSs
did not result in significant changes to the Group’s accounting
policies, presentation of the Group’s financial statements and
amounts reported for the current year and prior years.

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new and
revised HKFRSs but is not yet in a position to state whether these
new and revised HKFRSs would have a material impact on its
results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with
HKFRSs, accounting principles generally accepted in Hong Kong
and the applicable disclosures required by the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange and by the
Hong Kong Companies Ordinance.

These financial statements have been prepared under the historical
cost convention, except for financial derivative instruments which
are stated at fair value.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise its judgements in the process
of applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 5 to
the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

HE-ZT—

RAFE+-HA=+—HLFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTEE @)

(continued)

The significant accounting policies applied in the preparation of
these financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its
power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that
significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential voting
right is considered only if the holder has the practical ability
to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=ZFEXR )
(continued)

(a) ZE& #®)

BB RESEREARRLIFE
BRREREG 2B ARER - JF
ERBERERERA B HIRRR R
ARG EBHRNESR T2 - 3F
ZIRRREE RS RS R
E2HKERT 25 R Hxﬁx?éﬁi
AREPEBAZB 2 FRBRR
S 4R EE DBC °

(a) Consolidation (continued)

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement of
changes in equity within equity. Non-controlling interests are
presented in the consolidated statement of profit or loss and
other comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the HElEs
non-controlling shareholders and owners of the Company.

o SR 1E &Ef@z@ﬂ&l @A B 5

Profit or loss and each component of other comprehensive

income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed
to the owners of the Company.
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(b) Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value of
the assets given, equity instruments issued, liabilities incurred
and contingent consideration. Acquisition-related costs are
recognised as expenses in the periods in which the costs are
incurred and the services are received. |dentifiable assets and
liabilities of the subsidiary in the acquisition are measured at
their acquisition-date fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss as a gain on bargain purchase
which is attributed to the Company.

Goodwill is tested annually for impairment or more frequently
if events or changes in circumstances indicate that it might
be impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment
losses of goodwill is the same as that of other assets as
stated in the accounting policy (x) below. Impairment losses
of goodwill are recognised in consolidated profit or loss
and are not subsequently reversed. Goodwill is allocated to
cash-generating units that are expected to benefit from the
synergies of the acquisition for the purpose of impairment
testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.

Heng Xin China Holdings Limited Annual Report 2015

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:THE (o)

(continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:THE o)

(continued)

(c) BEL7F

(c) Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential voting
rights held by other entities, are considered when assessing
whether the Group has significant influence. In assessing
whether a potential voting right contributes to significant
influence, the holder’s intention and financial ability to
exercise or convert that right is not considered.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method and
is initially recognised at cost. Identifiable assets and liabilities
of the associate in an acquisition are measured at their fair
values at the acquisition date. The excess of the cost of
acquisition over the Group’s share of the net fair value of the
associate’s identifiable assets and liabilities is recorded as
goodwill. The goodwill is included in the carrying amount of
the investment and is tested for impairment together with the
investment at the end of each reporting period when there
is an objective evidence that the investment is impaired.
Any excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss.
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(c) Associates (continued)

The Group’s share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative
post-acquisition movements are adjusted against the carrying
amount of the investment. 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 recognise further losses, unless it has incurred obligations
or made payments on behalf of the associate. If the associate
subsequently reports profits, the Group resumes recognising
its share of those profits only after its share of the profits
equals the share of losses not recognised.

The gain or loss on the disposal of an associate that results
in a loss of significant influence represents the difference
between (i) the fair value of the consideration of the sale plus
the fair value of any investment retained in that associate and
(i) the Group’s share of the net assets of that associate plus
any remaining goodwill relating to that associate and any
related accumulated foreign currency translation reserve. If an
investment in an associate becomes an investment in a joint
venture, the Group continues to apply the equity method and
does not remeasure the retained interest.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interests in the associates. Unrealised losses are also
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.
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For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTEE @)

(continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:HE @

(continued)

(d) Foreign currency translation

0]

(i)

(iii)

Functional and presentation currency

[tems 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
presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s 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;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

—E-AF+_A=1+—HItFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EESTTHEX @

(continued)

(d) Foreign currency translation (continued)

(iii) Translation on consolidation (continued)

— Income and expenses 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 exchange rates on the transaction dates);
and

— Al resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss on
disposal.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=ZFEXR )
(continued)

(e) Property, plant and equipment (e) ¥  BMERRE

Property, plant and equipment other than construction in
progress are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Construction in progress includes property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried
at cost less any recognised impairment loss. Depreciation
begins when the relevant assets are available for use.
Construction in progress is classified to the appropriate
category of property, plant and equipment when completed
and ready for intended use.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are recognised in
profit or loss during the period in which they are incurred.

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their cost less their residual values
over the estimated useful lives on a straight-line basis at the
following rates per annum:

9-30%
Furniture and fixtures 19%

Computer equipment

Leasehold improvements over the remaining lease term

Motor vehicles 6%
Office equipment 18%
Plant and machinery 6-9%
Transmission and other 6%

network equipment or over the contract term,

which ever is shorter
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:THE o)

(continued)

(e) Property, plant and equipment (continued)

(f)

The residual values, useful lives and depreciation method

are reviewed and adjusted, if appropriate, at the end of each

reporting period.

The gain or loss on disposal of property, plant and equipment

is the difference between the net sales proceeds and the

carrying amount of the relevant asset, and is recognised in

profit or loss.

Leases

0]

(ii)

Operating leases

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments
(net of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the
lease term, a finance lease is capitalised at the lower of
the fair value of the leased asset and the present value
of the minimum lease payments, each determined at
the inception of the lease.

The corresponding liability to the lessor is included in the
statement of financial position as finance lease payable.
Lease payments are apportioned between the finance
charge and the reduction of the outstanding liability. The
finance charge is allocated to each period during the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability.

Assets under finance leases are depreciated over the
shorter of the lease term and their estimated useful lives.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g) Intangible assets

(i)

(ii)

Intangible assets acquired separately

On initial recognition, intangible assets acquired
separately other than from business combinations are
recognised at cost. After initial recognition, intangible
assets with indefinite useful lives are carried at cost less
any identified impairment loss. Intangible assets with
finite useful lives are amortised on a straight-line basis
over its useful lives of 10 to 18 years, and carried at
cost less accumulated amortisation and accumulated
impairment losses.

Gains or losses arising from derecognition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the profit or
loss when the asset is derecognised.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are identified and recognised separately from goodwill
where they satisfy the definition of an intangible asset
and their fair values can be measured reliably. The
cost of such intangible assets is their fair value at the
acquisition date.

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives of 8 to 18 years. Alternatively, intangible
assets with indefinite useful lives are carried at cost less
any subsequent accumulated impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

HE-ZT—

RAFE+-HA=+—HLFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTEE @)

(continued)

(h) Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Recognition and derecognition of
financial instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised in
profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:THE o)

(continued)

()

(k)

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less allowance for impairment.
An allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.
The amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which
are repayable on demand and form an integral part of the
Group’s cash management are also included as a component
of cash and cash equivalents.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. BEESFHE @

(continued)

(1)

Financial liabilities and equity
instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

(m) Borrowings

(n)

(o)

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost 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 reporting period.

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(p) Revenue recognition

(q)

Revenue is measured at the fair value of the consideration

received or receivable and is recognised when it is probable

that the economic benefits will flow to the Group and the

amount of revenue can be measured reliably.

(i)

Revenues from the sales of goods are recognised
on the transfer of significant risks and rewards of
ownership, which generally coincides with the time
when the goods are delivered and the title has passed
to the customers.

Service income is recognised in the period when
services are rendered.

Interest income is recognised on a time-proportion
basis using the effective interest method.

Employee benefits

(i)

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees.
A provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31

December 2015

HE-ZT—

RAFE+-HA=+—HLFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. BEESFHE @

(continued)

(q) Employee benefits (continued)

(i)

(iii)

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.

(r) Share-based payments

The Group issues equity-settled share-based payments to

certain employees. Equity-settled share-based payments

are measured at the fair value (excluding the effect of non

market-based vesting conditions) of the equity instruments

at the date of grant. The fair value determined at the grant

date of the equity-settled share-based payments is expensed

on a

straight-line basis over the vesting period, based on

the Group’s estimate of shares that will eventually vest

and adjusted for the effect of non market-based vesting

conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

HEZ-ZT—

AF+-HA=+—HLFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTHEEX @)

(continued)

(s) Borrowing costs

(t)

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 capitalised
as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying
asset.

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

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them
with the costs they are intended to compensate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTHEER @)

(continued)

(t)

(u)

Government grants (continued)

Government grants that become receivable as compensation
for expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in
which they become receivable.

Repayment of a grant related to income is applied first
against any unamortised deferred income set up in respect
of the grant. To the extent that the repayment exceeds any
such deferred income, or where no deferred income exists,
the repayment is recognised immediately in profit or loss.
Repayment of a grant related to an asset is recorded by
increasing the carrying amount of the asset or reducing the
deferred income by the amount repayable. The cumulative
additional depreciation that would have been recognised in
profit or loss to date in the absence of the grant is recognised
immediately in profit or loss.

Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit or
loss because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
4. SIGNIFICANT ACCOUNTING POLICIES 4. EZEFBER @
(continued)
(u) Taxation (continued) (u) BHHE )
Deferred tax is recognised on differences between the BEFIB TR R P& E K&
carrying amounts of assets and liabilities in the financial B &R EE 8RR G A FT
statements and the corresponding tax bases used in the FAMERE = 21ER - ELEHIA
computation of taxable profit. Deferred tax liabilities are BE—REMEERTEREER
generally recognised for all taxable temporary differences R MR IEE ET — A A g
and deferred tax assets are recognised to the extent that HH 3R FR A v A 2 8 T A A9 T AN
it is probable that taxable profits will be available against TR E AR CREATIEEESCRE)
which deductible temporary differences, unused tax losses RIEE R ) shAT A Al I B R =
or unused tax credits can be utilised. Such assets and HER o MEEREZEHF[ESLT
liabilities are not recognised if the temporary difference arises HEERTEN R RN 5
from goodwill or from the initial recognition (other than in PSR (CRIEE HRIN) 2 E A
a business combination) of other assets and liabilities in a BERBEMES AT EHWRZ
transaction that affects neither the taxable profit nor the LREERIBAEERAE -

accounting profit.

Deferred tax liabilities are recognised for taxable temporary FEIEFIE B B R LK B A 5 K& B
differences arising on investments in subsidiaries and ERANREREE L ERRESE
associates, and interests in joint ventures, except where ZIERTE R = ERER  HEMASE
the Group is able to control the reversal of the temporary B r i H R E R 2 D mERE
difference and it is probable that the temporary difference will FEAA B RATRE NS BB 2 1850
not reverse in the foreseeable future. BRAN o

The carrying amount of deferred tax assets is reviewed at the BEFIBEE 2 REBERREHAR
end of each reporting period and reduced to the extent that T AR WA EBE] G TS
it is no longer probable that sufficient taxable profits will be 2 FERR B R A AU Bl 2 Ef ok 3B 10 &
available to allow all or part of the assets to be recovered. E - BBREEZR T AREK -

Deferred tax is calculated at the tax rates that are expected REF IR D IZTE N B EEEE
to apply in the period when the liability is settled or the asset BEEZFHABERHE - AW
is realised, based on tax rates that have been enacted or LHREEHRIEE LB BB
substantively enacted by the end of the reporting period. RAEEFE - RERIBRERF
Deferred tax is recognised in profit or loss, except when it R - WA RERIEEE e
relates to items recognised in other comprehensive income HRASEERNERERZEER
or directly in equity, in which case the deferred tax is also - BT D R EMEERASE
recognised in other comprehensive income or directly in S NRERR ©

equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(u) Taxation (continued)

(v)

The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties

A related party is a person or entity that is related to the
Group.

(@ A person or a close member of that person’s family is
related to the Group if that person:
(i) has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i) is a member of the key management personnel
of the Company or of a parent of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

HEZ-ZT—

AF+-HA=+—HLFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. EEEFTHEEX @)

(continued)

(v) Related parties (continued)

(b)  An entity is related to the Group (reporting entity) if any

of the following conditions applies:

U)

(i)

(i)

(iv)

(viil)

The entity and the Company are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

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

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

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).

The entity, or any member of a group of which it is a
part, provides key management personnel services
to the Company or to a parent of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:THE (o)

(continued)

(w) Segment reporting

(x)

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purpose of allocating
resources to, and assessing the performance of the Group’s
various lines of business in different geographical locations.

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.

Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and other intangible assets
except goodwill, inventories, derivatives and receivables to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of any impairment loss. Where
it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HE—Z-—RAF+-A=+—HIFE
4. SIGNIFICANT ACCOUNTING POLICIES 4. EZEFBEK @
(continued)
(x) Impairment of assets (continued) (x) EEBE #)
Recoverable amount is the higher of fair value less costs ke SR AR T ER DS AR
of disposal and value in use. In assessing value in use, the ZEHEFHAEEMER ZES
estimated future cash flows are discounted to their present o RNFHEERAEER - IERT
value using a pre-tax discount rate that reflects current 2 B 25 PR T 355 39 PR [ (B 2 5T 1 R 5%
market assessments of the time value of money and the risks BERA 2R ZRITAITIRE -
specific to the asset. BHEET RIS RENREEIRE -
If the recoverable amount of an asset or cash-generating unit WHEIBEE (KERESELEET) 2
is estimated to be less than its carrying amount, the carrying A EeBHFHENEIREE - Al
amount of the asset or cash-generating unit is reduced to ZIBEE(NZRESELSEL) 2R
its recoverable amount. An impairment loss is recognised HEABRZEETRE &5 o BE
immediately in profit or loss, unless the relevant asset is BEAENESTHER  RIEEH
carried at a revalued amount, in which case the impairment BENBREGHEBREYERBRIN - £
loss is treated as a revaluation decrease. ZIEAT REEBESWHRFSER
B e

Where an impairment loss subsequently reverses, the BB EREEE  EHEEEK
carrying amount of the asset or cash-generating unit is ReEFEET REEREZHLL
increased to the revised estimate of its recoverable amount, EFEFT MBS - HEENZ
but so that the increased carrying amount does not exceed IREE (FNBRE SHS T E1R) TS
the carrying amount that would have been determined (net EiWBEEEESNIRCEEE LI E
of amortisation or depreciation) had no impairment loss RBEFEERERREESEE
been recognised for the asset or cash-generating unit in EE 2 REE o BEEERD AR
prior years. A reversal of an impairment loss is recognised REZTER  HRHEEEEKRE
immediately in profit or loss, unless the relevant asset is MY - BREEBERE2/E
carried at a revalued amount, in which case the reversal of BHIEINERE °

the impairment loss is treated as a revaluation increase.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=:HE @

(continued)

(v) Provisions and contingent liabilities

(z)

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at
the present value of the expenditures expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow is
remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when
material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
4. SIGNIFICANT ACCOUNTING POLICIES 4. EE=SFEBR®)
(continued)

(aa) Non-current assets held for sale and (aa) FIEHEHRBEZERE

discontinued operation ARUAEEETL

Non-current assets or disposal group are classified as held ZZD 3E/}|b§b BENNEEE ZERAE
for sale if their carrying amount will be recovered principally EFEBHEI S MIEFEEA
through a sale transaction rather than through continuing use. HSZ@ SEMBIE E Sk E S BRI
This condition is regarded as met only when the sale is highly DEARELE  REKHERT
probable and the assets or disposal group are available for ExBARETREERTLESEH
immediate sale in their present condition. The Group must be A] BALAZR AR BN B HH 6 o 2N &% B 28 A
committed to the sale, which should be expected to qualify HETHE  BEEN B EZA
for recognition as a completed sale within one year from the B—FRNEGERERAETHEE °

date of classification.

Non-current assets or disposal group classified as held for DEARBELE ZERBEESD
sale are measured at the lower of the assets’ or disposal BEE DNHIERDEEILES
group’s previous carrying amounts and fair value less costs Bz Rl BREEE QAR &K
to sell. Kz BRIREF

A discontinued operation is a component of the Group, BRI EEBRANEEHEAR— -E‘
the operations and cash flows of which can be clearly o HEERRSRETERE
distinguished from the rest of the Group and which HepsosMmzl o - I%ﬁk?’éi
represents a separate major line of business or geographical BEARFEHREERT - BLHESE
area of operations, or is part of a single co-ordinated plan to VEREKNEERG 2 E—HE
dispose of a separate major line of business or geographical STEIE RO R ALETREERA
area of operations, or is a subsidiary acquired exclusively with 2B AT .

a view to resale.

Classification as a discontinued operation occurs upon BEBESHERELENES5HR - ©
disposal or when the operation meets the criteria to be HENEBHTEHEARBEHEZ
classified as held for sale in accordance with HKFRS 5, if Mﬁ(%f?%ﬁ’ ) CAfEHE
earlier. It also occurs when the operation is abandoned. IR E T 2 D8 - S9N TR

J?é;ﬁ%ﬂ‘%ﬁﬂ’ﬁﬁlttn fﬁ °.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(aa) Non-current assets held for sale and
discontinued operation (continued)

When an operation is classified as discontinued, a single
amount is presented in the statement of profit or loss and
other comprehensive income, which comprises:

— The post-tax profit or loss of the discontinued
operation; and

— The post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or on the
disposal, of the assets or disposal group constituting
the discontinued operation.

5. CRITICAL ACCOUNTING JUDGMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most significant
effect on the amounts recognised in the financial statements (apart
from those involving estimations, which are dealt with below).

(@) Going concern basis

These consolidated financial statements have been prepared
on a going concern basis, the validity of which depends upon
the launching new business and share subscription at a level
sufficient to finance the working capital requirements of the
Group. Details are explained in note 2 to financial statements.

Heng Xin China Holdings Limited Annual Report 2015

BE-T-—RF+-A=+—AItEE

4. EEETTHER®)

(aa) FIEHEF RBEERE

Pl <7, 3¢ )

HEBOBREKLE - AIREBER
H2HKRAREBRE—HHE &2
hEE:

— DRIERERBHRVREN K
BE &

— REEARERILERERKZ
BEHEAR 2 A ERE
EXRAKNHERBEERH
SRR - R
&8 -

5. EARRSHE R TEE
M2 ERRIR

FEFFE 5T BUR 2 B 52 )

REMETBRZBRET EFCHEN
BHRRTEACHEAREATEZ T
HE (B85 R T X ERIBEEESN)

(a)

FEgeEE

REEAMBHRRCRFELEE
AlRE - EEBARTBURRNIE
BRI BB RS AR EANSE
B EEESEK - FHBEIRUG
WERM T2 RE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

5.

CRITICAL ACCOUNTING JUDGMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year, are discussed below.

(@) Impairment of goodwiill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash generating units and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. The carrying amounts of goodwill at 31 December
2015 and 2014 were approximately HK$20,446,000 and
HK$95,618,000 respectively. The details are described in
note 20 to the consolidated financial statements.

(b) Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives and
residual values of property, plant and equipment of similar
nature and functions. The Group will revise the depreciation
charge where useful lives and residual values are different to
those previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.

]z

5.
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(a) EERE
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ELEM 2 BMARBERE - M

RARESBZIRE - Wit

ERenECLRE RZE—AF
;FZE-—NF+=-A=+—H B
B REED B A# 20,446,000 7%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

5. CRITICAL ACCOUNTING JUDGMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

(c)

(d)

(e)

Impairment of property, plant and equipment and
construction in progress

Property, plant and equipment and construction in progress
are evaluated for possible impairment on a specific asset
basis or in groups of similar assets, as applicable. This
process requires management’s estimate of future cash flows
generated by each asset or group of assets and the fair value
of each asset or group of assets less cost to sell. For any
instance where this evaluation process indicates impairment,
the relevant asset’s carrying amount is written down to the
recoverable amount and the amount of the write-down is
charged against the consolidated statement of profit or loss
and comprehensive income.

Allowance for inventories

Allowance for inventories is made based on the ageing and
estimated net realisable value of inventories. The assessment
of the allowance amount involves judgement and estimates.
Where the actual outcome in future is different from the
original estimate, such difference will impact the carrying
value of inventories and allowance charge/write-back in the
period in which such estimate has been changed.

Recoverability of intangible assets

During the year, the Group reconsidered the recoverability of
its intangible assets arising from the Group’s development,
which is included in its consolidated statement of financial
position at 31 December 2015 at HK$63,738,000 (2014:
HK$46,973,000). Detailed sensitivity analysis has been
carried out and the Group is confident that the carrying
amount of the assets will be recovered in full, even if returns
are reduced. This situation will be closely monitored, and
adjustments made in future periods, if future market activity
indicates that such adjustments are appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

5. CRITICAL ACCOUNTING JUDGMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

()

(9)

Impairment of deposits for acquisition of non-
current assets, trade and other receivables, deposits
and prepayments

Impairment of deposits for acquisition of non-current assets,
trade and other receivables, deposits and prepayments
is made based on an assessment of the recoverability of
deposits for acquisition of non-current assets, trade and other
receivables, deposits and prepayments. The assessment
of impairment of receivables, deposits and prepayments
involves the use of estimates and judgments. An estimate
for doubtful debts is made when collection of the full amount
is no longer probable, as supported by objective evidence
using available contemporary and historical information to
evaluate the exposure. Bad debts are written off as incurred.
Where the actual outcome or expectation in the future is
different from the original estimates, such differences will
affect the carrying amount of deposits for acquisition of non-
current assets, trade and other receivables, deposits and
prepayments and thus the impairment loss in the period in
which such estimate is changed.

Fair value of derivative financial instruments

As disclosed in note 25 to the consolidated financial
statements, the fair values of the derivative financial
instruments at the end of the reporting period were based
on a valuation conducted by an independent firm of
professional valuers using probabilistic flow method and
Black-Scholes Model which involve certain assumptions of
market conditions. Where the estimation on these factors is
different from those previously estimated, such differences
will impact the fair value gain or loss of the derivative financial
instruments in the period in which such determination is
made.
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5. CRITICAL ACCOUNTING JUDGMENT 5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

(h)

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are 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. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.

FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group’s activities expose it to a variety of financial risks:

foreign currency risk, credit risk, liquidity risk and interest rate risk.

The Group’s overall risk management programme focuses on the

unpredictability of financial markets and seeks to minimise potential

adverse effects on the Group’s financial performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currencies of
the Group entities. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

Heng Xin China Holdings Limited Annual Report 2015

HE-_Z-—RAF+-A=+—HIFE

BT HE R AT EE
M2 FERIR @)

BE TEEMZ EERKIR &)

(h) FrEs

AEBBBMZ ERRE &R 2T
Bh BEMSHIBRESER
AEHBEARME - RAEXEBBRE
FEE T REEEEE T RK AN
BMBZRZRAE - EREERZ
REMBEREFLHEZ B
[l ZEZRHFEFELAFTEE
HAfR] 2 PSR S R AR TR A

B EREE B ERBUR

REE 2 XHAAZSBU KRR - INE
Rk - EERR  RBESRRRARE
e ARBEZERRAREERESETRE
BTISEATRR 2T - UERSKREER
DN SR B B F5 AR IR ] BEAE R 2 DA

B o

i

I

(a) M E B

HRARZHEBRS  BERAE
BIAREERE 2T EFHE
BAKE A EERINE R o AL
BEAYEHEINER S BER
BEZEHPER AKRESEIE
REINERR  YRERERER
LmBEAINERR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
6. FINANCIAL RISK MANAGEMENT 6. MFEREERERBEER
OBJECTIVES AND POLICIES (continued) (&)
(b) Credit risk (b) EEEkE
The carrying amount of the cash and bank balances and AEEEEeREEAXNERE
trade and other receivables and included in the consolidated ERBIER IR E B AR R BR A
statement of financial position represents the Group’s Re RRTHEHREWRIRE R EA
maximum exposure to credit risk in relation to the Group’s FEUGRIA -

financial assets.

The Group’s maximum exposure to credit risk in the event WHFITR-_ZE—RHFTA
that counterparties fail to perform their obligations at = +t—BREBTERE XS
31 December 2015 in relation to each class of recognised ERSBEEERSMEEM AR
financial assets is the carrying amounts of those assets as ZEaEERR AR RMREE Y
stated in the consolidated statement of financial position. BRA RS E 2 EERAE - "%
The Group’s credit risk is primarily attributable to its trade BEzEERREZREEKKIE -
receivables. In order to minimise credit risk, the directors have REEHEEERREERE EF
delegated a team to be responsible for the determination BT ERXEAEETEER
of credit limits, credit approvals and other monitoring B EEFHREMEIERRRF o It
procedures. In addition, the directors review the recoverable Sh EERHEEENRSHEER 2
amount of each individual trade debt regularly to ensure that A1 E 58 - DAREIRBL AU B €
adequate impairment losses are recognised for irrecoverable BIEH RARERE - Bt - 5
debts. In this regard, the directors consider that the Group’s RE - AEBZEERBAKEE o

credit risk is significantly reduced.

The Group’s concentration of credit risk on trade receivables RZZE—RAF+=—A=+—H &
as at 31 December 2015 is mainly from one major customer SERERERCEFEERREE
which accounted for 97% (2014: 99%) of trade receivables. RE—BFERF  HEERYR

K2 97% (ZF—PF : 99%) °

It has policies in place to ensure that sales are made to REBE S HIFEBER - BIRHEEHR
customers with an appropriate credit history. REABRIFEETHENER

The credit risk on cash and bank balances is limited because RERBRITEHROEERRER -
the counterparties are banks with high credit-ratings assigned LTI F 518 R ERRE AR
by international credit-rating agencies. TGS T = ERATRAERTT o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

6. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

(c) Liquidity risk

The Group’s policy is to regularly monitor current and

expected liquidity requirements to ensure that it maintains

sufficient reserves of cash to meet its liquidity requirements in

the short and longer term.

The maturity analysis of the Group’s financial liabilities is as

follows:

BE-T-—RF+-A=+—AItEE

6. MHBEREERZERER

(&)

() wBESER

AEENBRAERERRERE

© DARECRELMEHF

RUNENERAMBRERDEST

EWHRSHE

AEEERBENHRINTET

Total
contractual
undiscounted

cash flows
Carrying within 1 year
amount or on demand
—FRH
REREH
FEFRR
IREE SREBLRE
HK$’000 HK$’000
FAET FHT

At 31 December 2015 R-B-HF+=-A=+—8
Trade payables FEATBR IR 41,066 41,066
Other payables and accruals HAb /I R EETE A 240,672 240,672
Notes payables RS 70,000 71,941
Short term loans RHEX 12,571 12,571
364,309 366,250

At 31 December 2014 R-B-RFE+=-A=+—8
Trade payables FE{FERFX 34,730 34,730
Other payables and accruals HAb T RIE R EET & A 237,684 237,684
Notes payables IS 100,000 102,052
Short term loans RAEER 12,797 12,886
385,211 387,352
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
6. FINANCIAL RISK MANAGEMENT 6. MBEREEBERBER
OBJECTIVES AND POLICIES (continued) (&)
(d) Interest rate risk (d) 7 /m bk
The Group is exposed to fair value interest rate risk in relation REBEFRZHEENEBEREHAER
to notes payables and short term loans. The Group is also Bz AT ERZERER - 2NEE IR
exposed to cash flow interest rate risk in relation to variable- AXBZEREBEREREERR
rate financial assets of bank balances. The Group has TEBReREEEEZRERER
not used any interest rate swaps to mitigate its exposure K@ g o ANE [ I E B A E ] R =X
associated with fluctuations relating to interest cash flows. HA & A AR (R H AT 2 B3R 7t

EBNEREBEE R

The Group currently does not have interest rate hedging ANES B B AT R EERBUR o A
policy. However, the management monitors interest rate i BEEESNERERE  WHR
exposure and will consider hedging significant interest rate FERNZERETEANFERER °

exposure if the need arises.

In the opinion of the directors of the Company, no interest EEPA IR HAR AT BARTT 45 fR 2 FI &
rate sensitivity is disclosed as the interest rate sensitivity does BB TE KR - F R GRRE N EE
not give additional value in view of insignificant exposure of EREIMEE WARAIEFTRARD
interest bearing bank balances as at the end of the reporting TR R R GRRE o

period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

FgEREE B ERBR

6. FINANCIAL RISK MANAGEMENT 6.
OBJECTIVES AND POLICIES (continued)

(e) Categories of financial instruments

(&)

(e) 2R T A

2015 2014
—B-HF —TPF
HK$’000 HK$’'000
FHER FHT
Financial assets: EREE:
Loans and receivables B R EWGRIA
(including cash and (PREERREZED)
cash equivalents)
— Trade receivables — FEURBRFK 110,923 257,349
— Financial assets included in — LRIEEBBENGIE
prepayments, deposits and e R H AR RO
other receivables 23,578 53,486
— Cash and cash equivalents — RERIREEEBY 88,864 7,107
223,365 317,942
Financial liabilities: THE[E:
Financial liabilities at amortised cost #$5K A2 SR BE
— Trade payables — FERTERIE 41,066 34,730
— Other payables and accruals — Hp e RIE N R E A 240,672 237,684
— Notes payables — EREE 70,000 100,000
— Short term loans — REHER 12,571 12,797
364,309 385,211
(f) Fair value () 2-FE

The carrying amounts of the Group’s financial assets and

financial liabilities as reflected in the consolidated statement

of financial position approximate their respective fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

7.

FAIR VALUE MEASUREMENT

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The following disclosures of
fair value measurements use a fair value hierarchy that categorises
into three levels the inputs to valuation techniques used to measure
fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can
access at the measurement date.

Level 2 inputs: inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out
of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

(a) Disclosures of level in fair value
hierarchy at 31 December 2015:

The Group’s financial asset involving recurring fair value
measurements represents its derivative financial instrument
for the guaranteed profit and put option-right to sell, details
of which are set out in note 25. The fair value of the derivative
financial instrument is measured using Level 3 inputs and
there was no transfer in or transfer out of the measurement

BE-_Z—RAF+-_A=+—HIFE

7.

APEE
NHEREMH2EE 2 B8 AT
AR ST HE —REEMEIAER
KEE —HRBEMMNEER - AT KE
ZAFEMAEERAHESRES - G
B AT E R HEZGERMT 2 EA
BEOR=F HBEWT :

F-ABARE . AKERFEAHA
PAERSRMER & E 3k
BENE BT ISR
B OREHE) -

F_RBABE: pEEXRRBERN
BRI BENEA
& (F—RARABREN
WERRIN) -

F=MBABE: BEXBBENTAH
R AR ©

AEEZBRENEREFREHER
BEAERES B - EREAREH =
ARNEAZ— -

@ R=-—ZFE—FZF+_-AH
=+ —HH R FEZRE
KIE
FEESREEEATESEY S
MEE AREANRERBES
BOITESBMIA  SEHRME
05 ° T4 S BT A2 AFE IR
E-HBAIBIE  MABSH
A ASE Y o RIBEEFK - 4T

level. The fair values of the derivative financial instrument as EEMTEZAFENT ¢
at the end of the reporting periods are as follows:

2015 2014
—Z-EHF —F—F
HK$’000 HK$'000
FHET T
Profit guarantee i F R EE 872 —
Put option-right to sell Roh B 3,024 —
3,896 —
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(b) Disclosure of valuation process used by

the Group and valuation techniques and
inputs used in fair value measurements

The Group’s financial controller is responsible for the fair
value measurements of assets required for financial reporting
purposes, including level 3 fair value measurements. The
financial controller reports directly to the Board of Directors
for these fair value measurements. Discussions of valuation
processes and results are held between the financial
controller and the Board of Directors at least twice a year.

For level 3 fair value measurements, the Group will normally
engage external valuation experts with the recognised
professional qualifications and recent experience to perform
the valuations.

Key unobservable inputs used in level 3 fair value
measurements are mainly:

—  weighted average cost of capital (estimated based on
Capital Asset Pricing Model of 14.03%)

— long-term revenue growth rate (estimated based on
management’s experience and knowledge of market
conditions of the specific industry of 3%)
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7. FAIR VALUE MEASUREMENT (continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
7. FAIR VALUE MEASUREMENT (continued) 7. DEEEFTE@®
(b) Disclosure of valuation process used by (b) HKEAXREERAE 2 1GEE
the Group and valuation techniques and JF - 15 ERMR 2 -FEE
inputs used in fair value measurements B FEZEAZE #
(continued)
Level 3 fair value measurements E=MAFEFE
Effect on Fair value
fair value as at
Valuation forincrease 31 December
Description Technique Unobservable inputs of input 2015

BARE R-B-1F
1 o Sv=H=5

g fhERH TURZHARE AVEZE HAFE
HK$'000
TERT
Derivative financial Discount cash flow Revenue growth rate 3% Decrease 872
instrument in respect BRAETE W R&E 3% VP
of the profit guarantee
BRANRER Weighted average cost of capital 14.03% Increase
ITESRTIA IR E AR A 14.03% bl
Derivative financial Black-Scholes Model Risk Free Rate of 2.711% Increase 3,024
instrument in respect ahm - FREE ERBHZ2.711% b1
of the put option-right
to sell \olatility of 47.725% Increase
BRI HEN K18 47.725% &
ITESRTIA
Dividend Yield of 0% Increase
RREWEE 0% &
Probability of Exercising Put Option Increase
as at 31 December 2018 of 10%
RZB-NE+-A=+-H10% 110

.

TGRSR
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For the year ended 31 December 2015

8.

124

REVENUE

Revenue represents the net amounts received and receivable by
the Group from the sale of goods and services rendered to outside
customers, net of discounts, returns and sales related taxes are as

follows:

AE-T-HF+-ASt—HLEE
8. Wm

WantE N ERERINREFIHE
AR 7 BT 4 B e B W 2 3B (R HURATHD
RERIHERABRIRE) - DT

K gt

2015 2014
—E-1F —T-mF
HK$’000 HK$'000
FET FT
Digital cable television business BIEEN BRERS 21,120 39,674
Wireless digital television BB FERIEERS
value-added services 9,495 7,651
Wireless digital audio integrated circuits ~ HELAREAIZ SN 4,064 13
Wireless digital terrestrial television HOTE R AR BN BAR A 4R
network equipment integrated BEESIES
business 1,198 —
Encrypted integrated circuits pliEzaryYay 117 8,394
35,994 55,732
Representing: Hrb
— Continuing operations — FHESE T 34,679 47,338
— Discontinued operations (note 16) — BAR ISR (fizE16) 1,315 8,394
35,994 55,732
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
9. OTHER INCOME 9. HAkA
2015 2014
— —E-mF
HK$’000 HK$'000
FET T
Bank interest income RITHBUA 4 49
Gain on disposal of property, LEME - BB K&z s
plant and equipment 205 751
Government grant RS # B - 38
Written back on provision for trade JFEE AT B 5% % TE AT R T B 5 [ 8¢
receivables and prepayments - 14,835
Reversal of impairment on inventories FERERE - 8,634
Sundry income IR A 1,230 19,281
1,439 43,588
Representing: Hep
— Continuing operations — FECEET 1,437 31,243
— Discontinued operations (note 16) — BRI TS (FIFE16) 2 12,345
1,439 43,588
10. SEGMENT INFORMATION 10. 7 EBE R

The Group has six reportable segments as follows:

— Digital cable television business

—  Wireless digital television value-added services

—  Wireless digital audio integrated circuits

—  Castor products

—  Wireless digital terrestrial television network equipment
integrated business (discontinued operation)

—  Encrypted integrated circuits (discontinued operation)

The Group’s reportable segments are strategic business units that
offer different products and services. They are managed separately
because each business requires different technologies and
marketing strategies.

The accounting policies of the operating segments are the same as
those described in note 4 to the consolidated financial statements.
No operating segments have been aggregated in arriving at the
reportable segments of the Group.

REBEHEANERRESE - T

— BRBUSRES

— EREUSRIZERS

— ERBUZECH

—  BIEm

— WEEGBUEREERBEERE
B (ERIEREER)

— METH (BERLEEED)

REEZAIRED B RBEERET 2

EARHERERE - RS HEIEZH
RETT BRI EA f 52 RS o

RED B2 SRR AR A M FIRRM T
4AFTIRARR o YIRS D FPEH AL KE
ZRREDER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2015

10. SEGMENT INFORMATION (continued)

BE-T-—RF+-A=+—AItEE

10. 2 EER 2

Information about reportable segment profit or loss, assets and

BRATHREDBENIER  BEREE

liabilities: ZER
Continuing operations Discontinued operations
RESEER BALHEEER
Wireless
digital
terrestrial
Wireless ~ Wireless television
digital digital network
Digital cable television audio equipment  Encrypted
television value-added integrated Castor Sub- integrated  integrated Sub-
business services circuits  products total  business circuits total Total
HEES
it HUER
BREN  HUER  EB8Q Bk
BRER  BERE  ERCR  ERER Nt RRER MBS gt &t
HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR T TR THL ThL T TR THL
Year ended 31 December 2015 BE-Z-1f%
t-R=t-BLEE
Revenug from external customers REJNKEE Yz 21,120 9,495 4,064 = 34,679 1,198 17 1315 35,994
Segment (oss)proft A (B8 ail (174,785) 2222 (4,009 — (17657 (37) (7.287) (7324 (183896)
Depreciation and amortisation TERES 4962 1,180 21 5 6,874 4 7647 7651 14525
Capital expenditure BARR 12,444 293 1,563 27,350 41,650 - 928 928 42518
As at 31 December 2015 R-B-E%
t-A=t-R
Reportable segment assets AREND L EE 149,254 4,586 12,710 100,008 266,558 a T - 266,558
Reportable segment liabilties IREND2BE (176,484 (133,659 (9944) 2412 (302499 = = = (322,499)
Year ended 31 December 2014 B2-E-mf
TZAZt-BLEE
Revenue from external customers RENREE 2 i 39,674 7,651 13 = 47,338 = 8,304 8,304 55,732
Segment profit/loss) At/ (BE) 54,925 (73,361) (3429) = (21,865) (667) 10,159 9,492 (12,373)
Depreciation and amortisation FEREH (3,746) (13,369 (514) = (17,629) ) (133) (139 (17,762)
Capital expenditure 1A% 89,530 = = = 89,530 = = = 89,530
As at 31 December 2014 R-F-ME
TZB=1-A
Reportable segment assets IREN S EE 99,323 34319 256,326 = 389,968 - 310,838 310,838 700,806
Reportable segment liabilties IRESS28E (142502)  (158,135) (18,622) —  (319259) = 2.287) (2.287) (321,546
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

10. SEGMENT INFORMATION (continued)

HE—Z-—RAF+-A=+—HIFE

10. D EER =)

Reconciliations of reportable segment revenue, profit or loss, Al¥E o abliles ~ mAsEsE - EEREA
assets and liabilities: B2 8K -
2015 2014
—E-EHF —E—mE
HK$’000 HK$’'000
FE T FAT
Revenue Wz
Total revenue of reportable segments ARED B Bl 35,994 55,732
Elimination of discontinued operations BLAR A 275 2 0 8H (1,315) (8,394)
Consolidated revenue e e 34,679 47,338
Profit or loss RN E R
Total profit or loss of reportable segments AR5 26 2 1B 254858 (183,896) (12,373)
Unallocated income KBl A 1 20,119
Impairment losses on goodwill EEYRREY E (80,295) (263,301)
Impairment losses on intangible assets EEERERERE - (10,521)
Impairment losses on inventories GFEREEE (4,631) (76,389)
Impairment losses on trade receivables FEWERFOREE 18 (137,895) (125,793)
Impairment losses on prepayments, TERFOE - e RHEAM
deposits and other receivables W IR R EE R (8,000) (100,335)
Impairment losses on property, Y% BREREREREEE
plant and equipment (13,823) (66,467)
Impairment losses on deposits for WHEIERE & E
acquisition on non-current assets IS REEE (12,000) (39,505)
Impairment losses on FREIEREEE
construction-in-progress (4,040) (16,715)
Other unallocated expenses Hit R DAL (8,369) (71,724)
Finance costs RE A (9,302) (9,571)
Income tax credit/(expenses) FriSRiiEe, (Bs) 1,391 (400)
Elimination of discontinued operations BRI S KT 2 B 148,286 132,348
Consolidated loss for the year from FRREIFELEET
continuing operations ZIiRE R (312,573) (640,627)
Assets EE
Total assets of reportable segments ASRED T2 BEE 266,558 700,806
Unallocated assets RAOWEE 456,398 231,222
Consolidated total assets REREE 722,956 932,028
Liabilities afE
Total liabilities of reportable segments RGN E < BaE 322,499 321,546
Unallocated liabilities ANEBE 273,388 252,741
Consolidated total liabilities mERAaRE 595,887 574,287
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
10. SEGMENT INFORMATION (continueq) 10. 2SR ER =)
Geographical information: HIER
Revenue Non-current assets
Wz FRBEE

2015 2014 2015 2014
—E-HF —ZT-WOF ZEB-HEF Z—EOF
HK$’000 HK$’000 HK$’000 HK$'000
FHET T FHET T

Continuing operations  SEEE £75

PRC
Hong Kong

== 30,615 47,338 139,121 230,503
&% 4,064 = - 12,359

Discontinued operations T #& 1F&& %5

PRC H 1,315 8,394 20,525 —
Consolidated total iR st 35,994 55,732 159,646 242,862
In presenting the geographical information, revenue is based on the REF M E R - WS HERE P 2T

locations of the customers. FEHE ©
Revenue from major customers: REREEEFZWas -
Revenue from customers of the corresponding periods individually RIEREHEA - REERES 2 Wz E R
contributing over 10% of the total revenue of the Group are as follows: (G ASKEBUEBR10%) FIBWT
2015 2014
—B-EHF —ZT-F
Segment HK$’000 HK$’'000
2 THET FAT
Customer A Digital cable television business - 37,975
B BIRENL R ETE
Customer B Wireless digital television value-added services 9,495 7,631
BFEZ AR BN BRI E RS
Customer C Wireless digital audio integrated circuits 4,064 —
=FPA G F RS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

11. IMPAIRMENT ON VARIOUS ASSETS

1. ZIBEERE

2015 2014
—E-HF —TMmF
HK$’000 HK$'000
FET FHIT
Impairment losses on goodwill EEREEE 80,295 263,301
Impairment losses on intangible assets EREEREEE - 10,521
Impairment losses on inventories FEREEE 4,631 76,389
Impairment losses on trade receivables JEU R FUR B E5 18 137,895 125,793
Impairment losses on prepayments, TENRIE - ek
deposits and other receivables E b fE W S IE R E B 18 8,000 100,335
Impairment losses on property, VI - BB MEEREEE
plant and equipment 13,823 66,467
Impairment losses on deposits for WEEIERBNEE 2
acquisition on non-current assets B REEBE 12,000 39,505
Impairment losses on FRETIERERE
construction-in-progress 4,040 16,715
260,684 699,026
Representing: Rk
— Continuing operations — FECEER 260,684 566,684
— Discontinued operations (note 16) — BRIEEEER (7 16) - 132,342
260,684 699,026
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015

12. FINANCE COSTS

BE-T-—RF+-A=+—AItEE

12. BE R

2015 2014
- —E-mF
HK$’000 HK$'000
FET FiBT
Interest on other loans B EZHE 2,118 505
Interest on redeemable bonds AfBEES ZF A 7,184 9,066
9,302 9,571

Representing: Hep
— Continuing operations — BB EER 9,302 9,571
9,302 9,571

/7 N7
13. INCOME TAX (CREDIT)/EXPENSES 13. FISF (K&R) B
2015 2014
—E-RF —ET—F
HK$’000 HK$’'000
FHER FAT
Current — the PRC BNER — AR

— Charge for the year — REEHIE 81 400
Deferred tax liabilities (note 36) EIERIE B & (5 36) (1,472 =
(1,391) 400

Representing: Hrp
— Continuing operations — RBECEER (1,391) 400
(1,391) 400

No provision for Hong Kong Profits Tax has been made for the years
ended 31 December 2015 and 2014 as the Group did not generate

any assessable profits arising in Hong Kong during that years.

Heng Xin China Holdings Limited Annual Report 2015
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

13.INCOME TAX (CREDIT)/EXPENSES

BE-_Z—RAF+-_A=+—HIFE

13. TS5 (K&) Bk )

(continued)

PRC corporate income tax is calculated at a standard rate of 25%

(2014: 25%) on the estimated assessable profits arising from its

operation in the PRC.

The reconciliation between the income tax expense from continuing

and discontinued operations and the product of profit before tax

multipled by the PRC enterprise income tax rate is as follows:

AR BAR 4 7 SRS A 2 bt FERR R A
ZHRBEMEHRIZERERE25% (=%
—PO4E : 25%) o

KERERDRIEEEERBNAEHRFAX
BRRRA AT A R P B RIS R 2 3R
TEEERIT -

2015 2014
—E2-EHF —ZE-mF
HK$’000 HK$'000
FHT FHTT
Loss before tax BT R EE (462,250) (772,575)
Tax calculated at the domestic tax rate LAY 2 T 25% 71 E 2 18
of 25% (2014: 25%) (=T —Pu% : 25%) (115,563) (193,143)
Effect of different tax rates of subsidiaries 7 E4th &34 B £ 3 [ 45 &
operating in other jurisdictions Z BT 46,802 12,062
Tax effect of income that is not taxable BN TNRIFRE 2 BT E (1,599) (14,784)
Tax effect of expenses that are TREHIRR AT 2 &
not deductible 54,071 172,403
Tax effect of tax losses not recognised RERMIBEE < RIBTE 16,915 26,789
Utilisation of tax losses not R LRI AR ZHIEEE
recognised previously (2,017) (2,334)
Others Hith - (593)
Income tax (credit)/expenses Fri5fs (%) X (1,391) 400
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015

14. LOSS FOR THE YEAR

BE-T-—RF+-A=+—AItEE

14. FREE

FABRIEMR,(GTA) TH&EEK

The Group’s loss for the year is arrived at after charging/(crediting):

B8R -
2015 2014
—B-HF —TPF
HK$’000 HK$’'000
FHER FHT
Staff costs including directors’ emoluments: 2 L ABIEZEE#S -
— Salaries, bonus and allowances — %<& - 12 R 15,759 16,570
— Retirement benefits scheme — RIEFF S
contributions 2,164 2,312
17,923 18,882
Auditors’ remuneration ZEE B < 700 650
Cost of inventories sold BEHEZFEKRAE 3,964 5,682
Depreciation of items of property, Yz - BEMKEERE 2IE
plant and equipment 8,433 19,321
Amortisation of intangible assets BB E i 15,027 —
Operating lease charges KEHEER 3,417 10,116
(Gain)/loss on disposal of property, HEWE - BEREEZ
plant and equipment (W) /B8 (205) 106
Property, plant and equipment written off ~ #1% - BiE & & &l 84 - 37
Research and development expenditure i3 52 2,956 7,409
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

15. DIRECTORS’ AND FIVE HIGHEST PAID 15. ZEER A E &5 EA 2
INDIVIDUAL EMOLUMENTS &

BE-T-—RF+-A=+—AItEE

The emoluments of each director were as follows:

BEZZHMEFIIMT -

Salaries, Retirement
allowances benefits
and other scheme Total
Fees benefits contributions emoluments
e 2E BINEF
e R E AR HE T 8 55 B
HK$°000 HK$000 HK$’000 HK$’000
BT FiBT FET FET
Year ended HEZ_Z-1F
31 December 2015 +tZA=t—HLEE
Executive directors: HIES:
Mr. Xiao Yan HE%RE 1,849 - - 1,849
Mr. Li Tao TEEL 1,400 - 18 1,418
Mr. Qiu Bin R4 1,120 - - 1,120
Mr. Wang Kun FihEE
(re-designated as (R=ZE—h8%F
a non-executive director +=A+/\H
with effect from AERIENITES)
18 December 2015) - - - -
Mr. Li Nan gkt
(appointed on (R=—Z—A%F
9 November 2015) +—ANBEZE) - - - -
Mr. Gao Yang = E
(re-designated as (R=ZE—h%F
an executive director +=A+\B
with effect from AEAENTES)
18 December 2015) - - - -
Mr. Yu Bun BE A
(appointed on (R=—Z—A%F
18 December 2015) +ZA+NBEZE) - - - -
Non-executive directors: FEHMITES -
Mr. Xu Lei RERE
(resigned on (R=—Z—A%F
18 December 2015) T A+ NBEE) 262 - - 262
Mr. Wang Kun T
(re-designated as (R=Z—h%F
a non-executive director +=A+/\H
with effect from AEBIERTES)
18 December 2015) - - - -
Independent B IEMITES ¢
non-executive directors:
Mr. Leung Wo Ping BRI 168 - - 168
Mr. Hu Dingdong ERTAE 140 - - 140
Mr. Lei Yong EBELLE 131 - - 131
Mr. Dong Shi EAKE
(resigned on (R=—Z—A%F
18 December 2015) +ZA+N\BEE) 131 - - 131
Mr. Gao Yang L
(appointed as an independent (R=Z—hF+—ANA
non-executive director on EZEABIENTES
9 November 2015 WRZZ—hF
and re-designated as +=A+N\H
an executive director AEBRTES)
with effect from
18 December 2015) - - - -
Mr. Chiu Chi Kong ko b
(appointed on (R=Z—A%F
18 December 2015) A+ NBEZE) 8 - - 8
5,209 — 18 5,227
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e ISR

For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

15. DIRECTORS’ AND FIVE HIGHEST PAID 15. ZEEK A E&S
INDIVIDUAL EMOLUMENTS (continued)

&)

#r1E A 2 A

Salaries,
allowances Contributions
and other to retirement Total
Fees benefits scheme emoluments
e 28 RIRER
e R EAF FTEIERR B
HK$'00 HK$'000 HK$'000 HK$'000
T T T THT
Year ended BE-Z-NE+-A=+—-HLEE
31 December 2014
Executive directors: HITES:
Mr. Xiao Yan HESTE 1,300 = = 1,300
Mr. Li Tao EEL 1,300 e 17 1,317
Mr. Qiu Bin IR SEAE 1,040 = = 1,040
Mr. Wang Kun FiheE
(appointed on (R=ZT—mF
22 December 2014) +T-A-+t-BEZME) * — — —
Non-executive director: FEHITES
Mr. Xu Lei RELE 260 — — 260
Independent BUIFRTES
non-executive directors:
Mr. Dong Shi ER%E 130 = = 130
Mr. Hu Dingdong ER A 130 = = 130
Mr. Leung Wo Ping RANFLE 156 — — 156
Mr. Lei Yong EBREE
(appointed on (R=—Z—mE
22 December 2014) +-A-+-—HEEF) — = = =
4,316 — 17 4,333

There was no arrangement under which a director waived or

agreed to waive any emoluments during the years ended 31

December 2015 and 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HE_Z—RF+-_A=1+—HIFE
15. DIRECTORS’ AND FIVE HIGHEST PAID 15. EERk A A&RSHEA 2
INDIVIDUAL EMOLUMENTS (continued) CAC )
The five highest paid individuals in the Group during the year FR AEEBREERFATBE=S
included three (2014: three) directors whose emoluments are (Z2—WE: =R)EF - BE2HMN
reflected in the analysis presented above. The emoluments of the FHIEEREXEY - #H T (ZE—NW
remaining two (2014: two) individuals are set out below: F TR N ZEHBNT ¢
2015 2014
—E-HF —ZT
HK$’000 HK$'000
FE T T
Salaries, allowances and e RUREYHE
other benefits in kind 2,440 2,405
Contributions to pension scheme RNEFFT B 18 17
2,458 2,422
The emoluments fell within the following bands: FHENTFATEHE 2 ASLT :

Number of individuals

AE
2015 2014
—E-HF —T e
Nil to HK$1,000,000 0787T-1,000,00078 7T 1 1
HK$1,000,001 - HK$1,500,000 1,000,001 %7t -1,500,000 78 7T - 1
HK$1,500,001 - HK$2,000,000 1,500,001 /& 7t -2,000,000 75 7T 1 —
2 2
During the years ended 31 December 2015 and 2014, no HE-Z—HAFK-_ZFT—WEHF+=A
emoluments were paid by the Group to any of the directors or the =+—HIEFE ARESERESRA
highest paid individuals as an inducement to join or upon joining Umm ATHREAN—ZSME - 1EA
the Group or as compensation for loss of office. REREMBSIERKEMBAREERE 2

HEEh Sk B (E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

16. DISCONTINUED OPERATIONS

The Group’s discontinued operations for the year ended 31
December 2015 represented the wireless digital terrestrial television
network equipment integrated business segment and encrypted

integrated circuits segment operated by Star Hub Investments

Limited and its subsidiaries (the “Star Hub Group”) and the

investment in mining business operated by Zhong Kuang Jing Zi

Investment Co., Limited (“Zhong Kuang Jing Zi”).

(@)

On 30 November 2015, the Group entered into a sale and
purchase agreement to dispose of the entire equity interest
in the Star Hub Group. The disposal was completed on 31
December 2015, the date on which the control of the Star
Hub Group was passed to the acquirer. The Star Hub Group
represented a separate major line of business of the Group
and the Star Hub Group was presented as a discontinued
operation.

During the year ended 31 December 2015, the directors
intended to dispose of the Group’s interests in Zhong Kuang
Jing Zi. Negotiations with several interested parties have
subsequently taken place.

The disposal of Zhong Kuang Jing Zi was planned during the
year. The results of Zhong Kuang Jing Zi under the business
segment of investment in mining investment business in
Lijiang has been presented as discontinued operation during
the year ended 31 December 2015, and Zhong Kuang
Jing Zi was classified as asset/(liabilities) of disposal group
classified as held for sale on the consolidated statement of
financial position.
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16. D AR IF IS ZEFE

rEEHZE—_E—AF+=-A=+—H
IEFE 2 B &1 4& 5 5 & B Star Hub
Investment Limited & H Fff /& 2 7] ([ Star
Hub 5@ ) Rt AR BN BAR B4R 2B
ERER D B INE N E 5 28 A K
BEREREERAR(HERE D KE
MRS SEIRE o

@ MZE—FRHF+—A=+H 'K
SBET —THE & i A & Star
Hub B 2 = 2Rt - Z &S
BER=Z—RAF+=-A=+—H%=
X - B ¥ Star Hub 5 B 2 475 il #&
TRE BB FUEES - Star Hub
SEAREE —KEENEEZER
4% - T Star Hub & B A B #2148 &
K25 -

b) BE_Z-—RF+_A=+—HIt
FE EFHRAEAKERPER

BztEm YRHEREZZBEET
HEITRER o

RERNEHELEFRBRE - DiE
REEBIRBREXZB ST
ZEERBE_T—AF+_H
=+ HUEFEHRE 2 AER
EREEK ARBEREERES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE

16. DISCONTINUED OPERATIONS (continueq) 16. DRI KREEB =)

() The loss for the year from discontinued operations is € FRERIEKEEBEE TN
analysed as follows: ™
2015 2014
—E-fHF —Z—[O4F
HK$’000 HK$’'000
FHER FHIT
Loss from discontinued operations B4R IF & RS 2 E518 (25,217) (132,348)
Loss on disposal of discontinued HE B RIS & 7% 2 B8
operations (note 43) (PfFzE 43) (123,069) —
(148,286) (132,348)
The results of the discontinued operations for the year, which FRERIEEEEB 2 FE(BESFHA
have been included in consolidated profit or loss, are as REEER)AT
follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015

16. DISCONTINUED OPERATIONS (continueq)

(©

BE_Z—RAF+-_A=+—HIFE

16. DR IEREERK »)

(continued) ) (#&)
Star Hub Zhong Kuang
Group Jing Zi Total
Star Hub & & FERE st
HK$’000 HK$’000 HK$’000
T T &

2015 —E-HF
Revenue (note 8) Weas (M4EE8) 1,315 - 1,315
Cost of goods sold EmEERA (1,210) — (1,210)
Gross profit E7 105 - 105
Other income (note 9) E A (F3E9) 1 1 2
Selling and distribution costs & K 55 5 AR (60) - (60)
Administrative and TR R ERT

operating expenses (7,375) (17,765) (25,140)
Share of loss of an associate  JE{§ — & A &

pd) 51! - (124) (124)

Loss from operations K EE (7,329) (17,888) (25,217)
Finance costs BE RS - - -
Loss before tax FRA AR (7,329) (17,888) (25,217)
Income tax expense FrSEiR X - - -
Loss for the year FANEE (7,329) (17,888) (25,217)
Loss on disposal of HEWB AT

subsidiaries, net of [E518 (FOBRFTISHL)

income tax (123,069) — (123,069)
Loss for the year from FHRNER IS

discontinued operations EY il (130,398) (17,888) (148,286)
2014 —E-—mE
Revenue (note 8) Wz (MI5E8) 8,394 = 8,394
Cost of goods sold BEmigEAR (5,672) — (5,672)
Gross profit EAF 2,722 — 2,722
Other income (note 9) E A (F7E9) 12,344 1 12,345
Selling and distribution costs & K 55 $5A A (86) — (86)
Administrative and TR R ERY

operating expenses (5,489) (8,831) (14,320)
Impairment on various ZIRAERA

assets (note 11) (F7E11) (132,342) — (132,342)
Share of loss of an associate  FE{E —EE = /A &)

ZIEE = (667) (667)

Loss from operations S = (122,851) (9,497) (132,348)
Finance costs B AR — — —
Loss before tax BRFR AT AR (122,851) (9,497) (132,348)
Income tax expense iR X — — —
Loss for the year from FRBERIHEE TS EE

discontinued operations (122,851) (9,497) (132,348)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE

16. DISCONTINUED OPERATIONS (continueq) 16. DRI KREEB =)

(©) (continued) ) (%)
During the year, the Star Hub Group and Zhong Kuang FAN - Star Hb EEBE R A IERE HL
Jing Zi received approximately HK27,899,000 (2014: paid 48 & &) Uk BY 4927,899,000 7% JT
HK$3,054,000) in respect of operating activities, received (ZZ — M F : ¥ 1$3,054,0007%
approximately HK$6,449,000 (2014: HK$nil) in respect of J0) SR B EE X 496,449,000
investing activities and paid HK$nil (2014: HK$126,582,000) B (ZE—E : ) KRR
in respect of financing activities. BEHGINEBT(ZZE—WF

126,582,000 7T ) °

No tax charge or credit arose on gain on disposal of the HEERIEEE R o s A
discontinued operations. A RIR A ST iR
17. DIVIDEND 17. R E
The directors do not recommend the payment of any dividend for EXeTEBREHEZT—HF
each of the years ended 31 December 2015 and 2014. F—ZE—NF+_A=+—HI1E%

FEZAEMMRS -

18. LOSS PER SHARE (HK$ CENTS) 18. §iRE1E (B1L)
(a) From continuing and discontinued (a) RKEFERCAIULESE

operations %

Basic loss per share (HK$ cents) BRERESE (B

The calculation of basic loss per share attributable to RATHER AEEEREREER

owners of the Company is based on the loss for the year BEARNREE AR FERENLE

attributable to owners of the Company of HK$452,094,000 $8452,094,0008 L ( = F — Y 4F :

(2014: HK$768,322,000) and the weighted average number 768,322,000/ ) R FRNBEEHITE

of 4,447,210,000 (2014: 3,440,234,000) ordinary shares in 3 % 0 # 15 #4,447,210,000 Ak

issue during the year. —ZT—PU4 : 3,440,234,000 %) 5t
o

Diluted loss per share (HK$ cents) BREEEE (GBL)

No diluted loss per share are presented as the Company did HRBE_Z—hR&+_-_A=+—

not have any dilutive potential ordinary sharing during the two B 1E R EF E AR B (T EEE

years ended 31 December 2015. Bl I EENGREE
&518 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

18. LOSS PER SHARE (HK$ CENTS) (continued)

(b) From continuing operations

(c)

Basic loss per share (HK$ cents)

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year
attributable to owners of the Company of HK$312,573,000
(2014: HK$640,627,000) and the weighted average number
of 4,447,210,000 (2014: 3,440,234,000) ordinary shares in
issue during the year.

Diluted loss per share (HK$ cents)

No diluted loss per share are presented as the Company did
not have any dilutive potential ordinary sharing during the two
years ended 31 December 2015.

From discontinued operations

Basic loss per share (HK$ cents)

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year
attributable to owners of the Company of HK$139,521,000
(2014: HK$127,695,000) and the weighted average number
of 4,447,210,000 (2014: 3,440,234,000) ordinary shares in
issue during the year.

Diluted loss per share (HK$ cents)
No diluted loss per share are presented as the Company did

not have any dilutive potential ordinary sharing during the two
years ended 31 December 2015.
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HE-ZT—

RAFE+-HA=+—HLFE

18. BIREE (B4L) )

(b) KEFEEERE

BRESERE (GBI)

RATHER AEEEREREEZS
BERNRAREEARFTFRENES
$#3812,573,0008 L (= F — I 4 -
640,627,000 87T ) RFRNE ZHITE
38 % N #E £ 19 #4,447,210,000 fi%

—PO4E : 3,440,234,000 %) 5t
=i

BREEEE GB)

—E-AFt+A=1T—
B 1R S 2 AR R B R (] #0F

BELERR  WIEZEREE
518 o

(c) KRECHILALEZXEH
BREAREE (BL)

RAREEABEBRERNBER
BERNRAREEARFERNEGES
$8139,521,0008 L (=T — U4 :
127,695,000 7)) RFANBEITE
38 % N #E £ ¥ £4,447,210,000 %
(ZZ=—VO4 : 3,440,234,000 f%) &5t
%o

BREEERE GBL)

HREBEE_ZT—hF+-A=+—
B LE M 8 4R 2 A1 5] 3 A (]
BEERER BMAUEZ7SREE
&8 o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

19. PROPERTY, PLANT AND EQUIPMENT

BE-T-—RF+-A=+—AItEE

19. )% - BENRE

Transmission
Furniture and other Construction
Computer and Leasehold Motor Office Plant and network in
equipment fitures  improvements vehicles equipment machinery equipment progress Total
]
FAR & HAZ BER REf
ElRE BERE EE AE R HaE BaRE HRIR b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
AT FAT Thr AT FhL TAL TAT Fh AL
COST: A
At 1 January 2014 R=2-ME-A-A 1,084 718 1,009 9,100 2,855 4179 96,326 3,79% 119,665
Acquired onacquistion  FNAERBARAREA
of subsidlaries - - o 174 37 114 11,892 - 12,217
Additions HE - = - 114 - 8 27,789 17,01 44,982
Disposal HE (140) - - (2,079 (1,378) (368) - - (3965)
Exchange realignment  E#% @) = = (14) 2 (104) ) 0 (212)
At31 December 2014 R=F-ME+A=1-H
and 1 January 2015 R=Z-1f-5-H 936 78 1,009 7,29% 1,512 4429 135,930 20,858 172,687
Acquired on acquistion ~ FAEMBATREA
of subsicliaries - - - - 86 = = - 86
Additions hE 492 4209 20211 ol 8 68 13,340 - 38,408
Disposel e (183) (356) - (1) (114 (234) - - (1,204)
Disposal of subsidiares ~ HEHBAT] (172) 74 B1) (1017 - - - - (1,29
Tansferedtoassets ~ BALESEZHEA
disposal group classified  HfEEZEE
as asset held for sale - (3.874) (19,408) = - - - — (23,219
Exchange redignment B3 :3% (33 (156) (718) (337) (76) (247) (8,532) (1,242) (11,341)
At31 December 2015 R=Z-FF+-A=1-H 1,040 467 1,066 5,624 1,496 4,016 140,738 19,616 174,063
ACCUMULATED B RAERE:
DEPRECIATION
AND IMPAIRMENT
LOSSES:
At1 January 2014 R=8-ME-5-A 49 368 862 6,923 2215 903 13,765 - 26,021
Chagefortheyear  EEHE 27 90 157 1,180 185 n 16,765 - 19321
Biminated ondisposal ~ #i$iHE (100) - - (1830 (1,029 (305) - - (3264)
Impaiment loss FEEE 14 = = = 117 = 66,336 16,715 83,182
Exchange realignment 3% 4 — — (10) 2) 2 (5) — (19)
At31December 2014 R=Z-ME+=A=1-H
and 1 January 2015 R=Z-1F-5-H 632 458 1,009 6,263 1,486 1317 96,861 16,715 124,741
Chagefortheyear  EEHE % 576 2600 179 9 473 4103 - 8433
Eiminated on disposal {4 E (104 250) - 289) o) ) - - 780)
Eiminated on disposal ~~ #EHENBAR
of subsidiaries (189) (12 28) 647) - - - - 679)
Tansfered todisposal ~ BALEEEZAER
group classfed as FELEZAE
asset held for sale = (328) (2,426) B = = = = (2,754)
Impaiment loss (Note)  fEIEsHR (i) = = = = = = 13,823 4040 17,863
Exchange realignment 3 ;5 25) (19) 89) (284) (75) 96) 6,406) (1,139 (8,133)
At31 December 2015  R=Z-FF+-A=1-H 790 425 1,066 5,226 1,323 1,670 108,381 19616 138497
CARRYING AMOUNT: R
At31 December 2015 R=Z-EF+-A=1-R 200 42 — 398 173 2,346 32,357 - 35,566
At31December 2014 H=S-BFt=A=1-A 304 260 — 1,032 26 3112 39,069 4143 47,946

Note: The Group carried out reviews of the recoverable amount of its
transmission and other network equipment and construction in
progress. These assets were considered obsolete and will not
bring future economic benefits to the Group. The reviews led to
the recognition of an impartment loss of HK$17,863,000 (2014:
HK$83,182,000), which is expensed in the consolidated statement
of profit or loss and other comprehensive income.

MiaE: AEEEEMEGEH R EMAERE
URERIRZAKEME  ZEE
EWGEEERTEAAEES K
REEEW S - ZEBEMERERRE
/&5 1817,863,000%8 ;o ( = T — /0 £ :
83,182,000/ L) - BRirE B R E
b 2 EURA R 8
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For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

20. GOODWILL 20. iFE
2015 2014
—E-HEF —Z O
HK$’000 HK$’000
FET FiT
COST: BRAS
At beginning of the reporting period R #R 9] 848,764 756,906
Arising on acquisition of a subsidiary i adin Ny =N b 8,883 91,858
Transferred to disposal group classified BADEARELEZ
as held for sale HEEE (3,760) =
At end of the reporting period R EHAR 853,887 848,764
ACCUMULATED IMPAIRMENT ZFRESA :
LOSSES:
At beginning of the reporting period R HAYT) 753,146 489,845
Impairment loss recognised NEEHER BERETE
in the current year 80,295 263,301
At end of the reporting period RS BIR 833,441 753,146
CARRYING AMOUNTS: FRMEE :
At end of the reporting period REREHAR 20,446 95,618

Goodwill acquired in a business combination is allocated, at

acquisition, to the cash generating units (“CGUSs”) that are expected

to benefit from that business combination. The carrying amount of

goodwill had been allocated as follows:

REBEHHUREZAETIRNUE
BOREBRMBEXEBAGE
aReELBEN(RESELE
fizl) - AEZEEECSHEMT :

2015 2014

—B-HF —TPF

Notes HK$’000 HK$’000

FtEE FER FHIT

Digital cable television business BERENERER 0] 11,563 91,858
Castor products business B m 1% (i) 8,883 —
Unallocated goodwill RAOMRGE - 3,760
20,446 95,618
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year en

ded 31 December 2015

20. GOODW'LL (continued)

Notes:

(i)

The recoverable amount of the cash generating unit in the digital
cable television business has been determined based on value in use
calculation using cash flow projections based on financial budgets
approved by senior management covering a five-year period. For
the periods after the financial budgets a steady growth rate of 3% is
applied. The discount rate applied to cash flow projections is 22.88%
(2014: 28.5%). The value in use is measured at fair value based on
valuation techniques for which all inputs which have a significant
effect on the recorded fair value are unobservable (level 3).

The Group management’s determined budgeted growth rate
and gross profit margin based on past performance and market
expectation. Besides the original business sectors, the Group has
been investing its resources in the acquisition of new business and
was prepared to enter into new business segments.

The impairment test results in the recondition of an impairment loss
of goodwill of HK$80,295,000 in the digital cable television business,
which is expensed in the consolidated statement of profit or loss and
other comprehensive income.

The recoverable amount of the cash generating unit in the castor
products business has been determined based on value in use
calculation using cash flow projections based on financial budgets
approved by senior management covering a three-year period. The
discount rate applied to cash flow projections is 14.03%.

The Group management’s determined budgeted growth rate
and gross profit margin based on past performance and market
expectation. Besides the original business sectors, the Group has
been investing its resources in the acquisition of new business and
was prepared to enter into new business segments.

No impairment loss related to the Group’s castor products business
was recognised during the year.

HE—Z-—RAF+-A=+—HIFE

20. BE (»)

B

(i)

RN ERER 2 RGELBE T2
WE B AERABENESE  BES
RERERMEZVRBEFTEZRER
SEAMETE AHAFHHEERZ
A TR REIS ARBEESR
EEBZITREA22.88%(=F — W
F :23.5%) ° EABEDEDREMHE
FEETE - ER ARz AT ERE
FEZEHHAERBTAER(E
=#) -

AEBEEE 2 AEIR KR EMEN KT
RIBBERRNTSEMETE - FRE
XN AEBECRERERBEHF
% RN EBFREMINELEDED

BB R B A RN EREGERE
25 (B 5518 80,295,000/8 7T * IRARA1E
R HE M2 ERESRAP S8 o

BMEMES2RSELE T2 AT RE
REIAEREETEE  RESRE
BEMEZVRBEANEZHSRER
BmEE  AB=F ARRLRERE
Bl Z #7385 14.03% ©

AEBEERE 2 REEREMEMNKT)
REBERBRTSAHEE - RRE
EB AEBERBKRERBENE
% RO EEFEIOEL D

F P T R R R AR [ B L o SR 5 B
B R ETR
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For the year ended 31 December 2015

21. INTANGIBLE ASSETS

BE_Z—RAF+-_A=+—HIFE

21. B E=E

Technology
fees for
Technology digital cable
fees for castor television
business business  Development
BRERz BHEENER costs Patents Total
BNER $HBNER BRRA &3 @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THAL TH THL THL FhEr
COST: A
At 1 January 2014 W=Z-mE-A-A = 150,608 6,722 = 157,330
Additions RE = 5,924 = = 5,924
Acquisition of a subsidiary WE—-FHREAR = 37,190 = = 37,190
Exchange redlignment B AR = (276) = = (276)
At 31 December 2014 and R-E-mE+-A=1+-H
1 January 2015 k=E-15-fA-H = 193,446 6,722 = 200,168
Additions RE = 928 = = 928
Disposal i = (806) = = (806)
Disposal of subsidiaries LERBAR = (103,833) = = (103,833)
Acquisition of a subsidiary WEE—HHBAR 18,778 = = 13,365 32,143
Exchange redlignment B R = (9,202) 412) = (9,614)
At 31 December 2015 R-Z-E%+-A=1-H 18,778 80,533 6,310 13,365 118,986
ACCUMULATED AMORTISATION AND Z st R /a1 :
IMPAIRMENT LOSSES:
At 1 January 2014 R=B-ME-A-H = 135,966 6,722 = 142,688
Impairment loss HEBE = 10,521 = = 10,521
Exchange realignment B 5 = (14) = = (14)
At 31 December 2014 R=B-MF+-A=t-H
and 1 January 2015 R-E-1%-fA-H = 146,473 6,722 = 153,195
Amortisation for the year FREH = 15,027 — — 15,027
Written off on disposal HEME = (806) = = (806)
Written off on disposal of subsidiaries ~ HEHTBA A - (103,502) = - (103,502)
Exchange redlignment iR = (8,254) #12) = (8,666)
At 31 December 2015 R=B-ZF+-A=t-H = 48,938 6,310 = 56,248
CARRYING AMOUNT: REE:
At 31 December 2015 RZZ-E%+-A=1+-H 18,778 31,595 = 13,365 63,738
At 31 December 2014 RZZ-mE+-A=1+-H = 46,973 = = 46,973
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For the year ended 31 December 2015

21.

22.

INTANGIBLE ASSETS (continued)

The Group’s intangible assets of technology fees paid for the
digital cable television business and the evaluation technique
for the castor products. The average remaining useful life of the
technology fees are 5-18 years.

The Group’s patents protect the specification of the Group’s
products in relation to the castor business. The average
amortisation period of the patents is 18 years.

The recoverable amount of cash generating units in intangible
assets has been determined by the Group management based on
value in use calculation using cash flow projection. No impairment
loss (2014: HK$10,521,000) were recognised during the year.

DISPOSAL GROUP CLASSIFIED AS HELD
FOR SALE

During the year ended 31 December 2015, the directors intended
to dispose of the Group’s mining investment business. Negotiations
with several interested parties have subsequently taken place. The
assets and liabilities attributable to the mining investment business,
which are expected to be sold within twelve months, have been
classified as a disposal group classified as held for sale and are
presented separately in the statement of financial position.

The proceeds of disposal are expected to exceed the net carrying
amount of the relevant assets and liabilities and, accordingly, no
impairment loss has been recognised on the classification of these
operations as held for sale.

HE—Z-—RAF+-A=+—HIFE

21.

22.

BEEE®

REERARBILERE R EMEmeT
BB ETEEZXMNE - ZiTEZ
FORTAERFHREEISE -

AEEEMEREAREREMER 2 E
AR o BRI FHBIES18E -

AEBERERERASREFAGTE
ZERAEBEEEEFEAECHSELSE T
Z AR E S5 o AT NI EREREFDRE
BB (ZZ—Mm4 : 10,521,000 7T) °

DEAFFHEZHERE

HE-Z-—RAF+-A=+—RHLFE"
EEgREEAEEBEEREXEK - K
& - HEETREEATETERER - B
REXRREXB EERABE D ER—
EFEHE 2 W EKEW BT 25N
AR - FHENt+ —EARES -

HESFRERSEAEEEERAR
ZEEEFE - ABEARSDELERLS
FrEH & MAEREIRERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
22. DISPOSAL GROUP CLASSIFIED AS HELD 22. AR EFHEZHEEH
FOR SALE (continued) (#&)
The major classes of assets and liabilities comprising the disposal BERBBEEEIBABELECLE
group classified as held for sale at 31 December 2015 are as follows: EE)R_T—RAF+-A=+—Hz=
ZHRRIAT -
HK$’'000
FAET
Property, plant and equipment E N N L] 20,525
Interest in an associate REtE N Rl 2w 40,200
Other receivables, deposits and prepayments HibEWKIE - e RTEMNFIR 189,794
Cash and cash equivalents ReERREEFEY 83
Goodwill Bk 3,760
Total assets associated with the disposal group BN EEBEE BEE 254,362
Trade and other payables, and total for liabilities JE 1T BR R R L At A RKIE
associated with the disposal group VAR B2 H 5 &= SR A« BU(EERR (64,246)
Net assets of the disposal group HEEEEEFE 190,116
At 31 December 2015, cumulative income or expense recognised R-ZE—RAF+-_A=+—H #HEME
in other comprehensive income relating to the disposal group ARAFERESEARBELECLE
classified as held for sale amounted to a credit balance of EERBAHRFTIMASNRA L BEREH
HK$17,888,000. 17,888,000/ T °
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For the year ended 31 December 2015 HE—Z-—RAF+-A=+—HIFE
23. SUBSIDIARIES 23. f[fEB~ 7]
The amounts due from/to subsidiaries are unsecured, interest-free FEUL/ FEATB B A R B AR - 8
and have no fixed terms of repayment. BEREFEERE -
Particulars of the principal subsidiaries as at 31 December 2015 FEWRBRAINZZE—RFET=_A=1—
are as follows: HZ#FBAT
Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
AL/ ERTR KRR RAE
NRER TR EE BRBA ZAM TEXK
Directly held:
BEREE
Heng Xin Management Limited Hong Kong HK$1,000,000 100% Provision for
management services
EEERARAT BH 1,000,000/ 7 100% REERRY
Indirectly held:
BERs
China Champion Development Hong Kong HK$10,000 100% Investment holding and
Limited trading of electronic parts
HERRERAA Bk 10,0007T 100% REBRN EES TR
MR EESREERAR The PRC RMB10,000,000 100% Investment holding, digital
(Hebei Champion Maxiumic cable television business,
Technologies Co., Ltd") general trading and
provision for technical

services and related
value-added services,
technology development
and technology consultant
AR E SRR ARAR hEl AK™10,000,0007C 100% REER  BRINER
#1 —RE SRR
R AR ERR -
BUEEPESUE
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For the year ended 31 December 2015

23. SUBSIDIARIES (continued)

BE_Z—RAF+-_A=+—HIFE

23. B A=) )

Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
EmRYL/ BRTR KA R E
AAER SR EE L BB ZED TBER
Indirectly held: (continued)
BEsE : (8)
WA HEF R ERETRAR  ThePRC RMB10,000,000 100% Research, design,
(Huzhou Mingxin manufacturing and trading
Micro-Electronic Co., Ltd") of wireless digital audio
products and related
solutions and services
WNBCHEFREREARR & AR10,000,0007C 100% Wi &et HEREE
BEUNSIAER
P TS
T RREREREERAR The PRC RMB16,550,000 100% Wireless digital television
(Beijing Champion Maxiumic value-added services,
Technology Co., Ltd") general trading and
provision for technical
senvices and related
value-added services,
technology development
and technology consultant
R ER RS ARAR H AR 16,550,000 7 100% ERBUBTEERE -
—fRE 5 RbR R R
RAEHEERT -
BARE R TR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
23. SUBSIDIARIES (continued) 23. B A=) &)
Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
Bl Aye ERTR ONG]g=d
AR BB SRR EESLY BRRE ZBEAL TEEK

Indirectly held: (continued)
BigRs (&)

PREREREBRAA The PRC RMB50,000,000 51% Project investment,
(Zhong Kuang Jing Zi investment management,
Investment Co., Ltd") investment consulting and
sale and trading of metal
materials and mineral
products
TRREREARAA e AR#50,000,000 7 51% HEARE RERE -
REFANREE
SEMHREER
IRERERRNARAR The PRC RMB5,000,000 100% Entrusted to conduct
(Beijing Yaao Boshi Technology processing of radio and
Limited) television equipment and

communication equipment;
technology development,
transfer, service, consulting
and training of technology
products; sale of machinery
equipment, electrical
appliance equipment and
instruments & meters

FREREERMERA e AK#5,000,0007C 100% ZAMIEEEARE
BERE  MRERD
RfinFRE - RiEE
Bl fRTs - Rk -
RsEs : SEEHH
FE - BRRE
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23. SUBSIDIARIES (continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

HE-_Z-—RAF+-A=+—HIFE

23. B A=) ()

*

Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
EmRYL/ BRTR RRAFSRE
AAER SR EE L BB ZBDL TBER
Indirectly held: (continued)
BERE ()
AT EER AR AR AR The PRC RMB61,230,000 51% Research and development,
(Shanxi Zhongze Heng Yuan manufacturing and selling
Biological Technology Co., Ltd") of castor seeds,
manufacturing and selling
of castor beans, research
and development of
technology of biological
products, research and
development of technology
of new technology of castor
industry, promotion of
technology, application of
technology and selling of
castor ol
W R ERE YRR AR i AR% 61,230,000 51% HEERMETOME -

The English names are for identification only

HERHE - B
TERHE  tVER
MRS - BMER
G B UTE S
TR - RAfER
REithHE

i RN EEEHRSE

The following table shows information of subsidiaries that have TRIIREAEEBEKN B S IHERA
non-controlling interests (“NCI”) material to the Group. The R ([ R R R ) < M B A A
summarised financial information represents amounts before inter- B} o BTt 2 RS ERHE A R M AT
company eliminations. s I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
23. SUBSIDIARIES (continued) 23. ftB AR &)
Shanxi Zhongze Heng Yuan Zhong Kuang Jing Zi
Name 24 Biological Technology Co., Ltd Investment Co., Ltd.
WA EERENREERA A HREEREFRAT
FTEEEMER
Principal place of business MR ZER
and country of incorporation  FIERBREREREZEE the PRC the PRC
H H
% of ownership interests and ZFEREER
voting rights held by NCI REEEEDL 49% 49% 49% 49%
2015 2014 2015 2014
—E-%F —ZT—mF —E-1F —T—-mF
HK$’000 HK$'000 HK$’000 HK$’000
FET THIT FET THIT
At 31 December: R+=—HA=+—-8:
Non-current assets FnBEE 32,229 - 64,485 40,361
Current assets MENEE 67,779 - 189,877 214,748
Current liabilities REEE (3,634) — (228,925) (212,172)
Net assets BEFE 96,374 — 25,437 42,937
Accumulated NCI ZET IR e 47,223 — 12,464 21,039
Year ended 31 December: BEZ+-A=t+—H
LFE:
Revenue Wiz - - - -
Loss for the year FAEE - . (17,888) (9,497)
Total comprehensive loss FANZEBEEE
for the year - — (17,997) (9,497)
Loss allocated to NCI DT IR RS
pd 5= - - (8,765) (4,653)
Net cash generated from/ reESEL/ (FTA)
(used in) operating activities REFEE - - 23,199 (165)
Net cash used in investing REEDMARE T
activities — — (23,206) —
Net decrease in cash Be MR eEED
and cash equivalents AR - = (7) (165)
As at 31 December 2015, the bank and cash balances of the RZZB—RAFF+—A=+—H  ~&EE+
Group’s subsidiaries in the PRC denominated in Renminbi (‘RMB?) MBARIRARBE(TARKE DFEZ
amounted to HK$1,141,000 (2014: HK$2,947,000). Conversion RITRIRNSHEHR1,141,0008 T (= F
of RMB into foreign currencies is subject to the PRC’s Foreign —PO%F : 2,947,0007T) ° EIARKERBI
Exchange Control regulations. BRE SR BIINEE HNER o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015

24. INVESTMENT IN AN ASSOCIATE

152

—E-AF+_A=1+—HItFE

24. R—REBE AR 2KE

2015 2014
—E-HF —E-F
HK$’000 HK$'000
FET FiT
Unlisted investment: FELETIRE -
Share of net assets EIEEERE - 40,325

There is no quoted market price available.

The following table shows information of an associate that is
material to the Group. This associate is accounted for in the
consolidated financial statements using the equity method. The
summarised financial information presented is based on the
HKFRS financial statement of the associate.

Heng Xin China Holdings Limited Annual Report 2015
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

24. INVESTMENT IN AN ASSOCIATE (continueq)

BE—Z—R&+-_A=+—HI&E
24, N—EBE N R ZRE ®)

Lijiang Xinlei Mining

Name =t Co., Limited
BISEEEGRAR
Principal place of business and FTEEEMBR
country of incorporation FMAER the PRC
e
Principal activities FEEK Sale of copper
mine products
REERHE
% of ownership interests and AEBEREZhEEERER
voting rights held by the Group EfRs 30%
2014
—ZE—mEF
HK$’000
FAT
At 31 December: Rt+t=—A=+—8:
Non-current assets IEMENEE 238,257
Current assets MENVEE 9,697
Current liabilities MEAE (113,804)
Net assets BEHE 134,150
Group’s share of net assets AEEEGEEFE 40,325
Group’s share of carrying amount of interests AEEEGERREE 40,325
Year ended 31 December: BE+-A=1t—HLFE:
Loss for the year FRNEE (2,222)
Total comprehensive loss for the year FRNEEEERE (2,222)
Share of loss of an associate FE(E—MEEE = AR 2 B8 (667)

Dividends received from associates

B E QRIS

)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ny

B RE AR M RE

For the year ended 31 December 2015

24,

25.

INVESTMENT IN AN ASSOCIATE (continued)

As at 31 December 2015, the bank and cash balances of the
Group’ associates in the PRC denominated in Renminbi (“RMB”)
amounted to HK$2,000 (2014: HK$1,000). Conversion of RMB
into foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations.

The Group’s assets in the mining investment business, including
interest in an associate has been reclassified as disposal group
classified as held for sale during the year.

DERIVATIVE FINANCIAL INSTRUMENTS

During the year, the Group has entered into a capital injection
agreement with two independent parties, Hu Guosheng and Zhong
Xiang Heng Yuan Investment Management Company Limited
(“Zhong Xiang”), to acquire 51% equity interest in Shanxi Zhongze
Heng Yuan Biological Technology Company Limited (“Shanxi
Zhongze”). The details are disclosed in note 42.

Pursuant to the capital injection agreement and assuming the
completion is on or before 30 May 2015, Hu Guosheng and Zhong
Xiang have guaranteed that the audited net profit after tax of the
Shanxi Zhongze (the “Actual Profit”), as prepared in accordance
with the HKFRS, for the three years ending 30 June 2016,
2017 and 2018 shall not be less than RMB30,000,000 (“2016
Guaranteed Profit”), RMB36,000,000 (“2017 Guaranteed Profit”)
and RMB43,200,000 (“2018 Guaranteed Profit”) (collectively, the
“Guaranteed Profits”) respectively.

In the event that the Guaranteed Profits have not been achieved,
Hu Guosheng and Zhong Xiang shall pay the shortfall in respect of
each of the Guaranteed Profits for 2016, 2017 and 2018.
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24,

25.

REt=AStALEE
R—EBE QT ZRE @)

R-ZF-—AF+-A=1+—8 A%KER
TEZEBERRAARE(TARE ]G
BZRITEBREIRE /2,008 T(=F
—PU4F 1 1,000787T) » AR BRI
W Th R B 2 SNE B IR DI FTARAR

AEBENBEERERS 2 BE (BRENE
BRI ZERD) ERFREEHN D AR
FHEZHEEE

PTTETmMITA

FA - AREEREEL S (BB RT
HEEREEEARARA(H#]))FIL
TE W WKEB LA RRERE YR
BRAR(NLEFE]) B51%MHE - &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

HE—Z-—RAF+-A=+—HIFE

25. DERIVATIVE FINANCIAL INSTRUMENTS 25. fTA £/ TH )

(continued)

In addition, in the event that the three years aggregate Actual
Profits (without taking into account the above compensation of
shortfall) falls below RMB109,200,000 (being the three years
aggregate Guaranteed Profits), Zhong Xiang and Hu Guosheng
jointly and severally agree and undertake to repurchase Beijing
Kaigiao’s equity interest in Shanxi Zhonze at a compensation at the
sole discretion of Beijing Kaigiao at a consideration as follows:

Repurchasing consideration = RMB52 million x (1+30%)

The capital injection was completed on 4 December 2015. Beijing
Kaigiao, Hu Guosheng and Zhong Xiang have agreed in writing to
revise the cut-off date of the Guaranteed Period of the Guaranteed
Profits as follows:

i) for the year ending 31 December 2016 shall not be less that
RMB30,000,000,

(i)  for the year ending 31 December 2017 shall not be less that
RMB36,000,000, and

(i) for the year ending 31 December 2018 shall not be less that

RMB43,200,000.

Except for the aforesaid change in the cut-off date of the
Guaranteed Period, other terms of the profit guarantee remain
unchanged.

Detnils of the derivative financial instruments are as follows:

BEAN - = EEE 2 BB EN (A
Lt ZgEaE) KR A K% 109,200,000
T BN =EAFE 2 RRERF]) - PRI
B B L R K% M B3 R B R A R AL RS
PRERTEZHESEBERILFIBREE
NEIZBA R - REWT :

BEEIN(E = AREE52,000,0007T X (1+30%)

FECR-_T-—RF T -AMATK - it
REME - HEBRPHE EERBER R
BRMRER 2B ERHNT

) BHE-Z—A"E+-A=+—H8H1it
FE R pE 2N A R #¥30,000,000
JC

iy #HE-_Z—tH&+-_A=1+—8HIt
FE 1 pE DI A R #36,000,000
T K&

iy HE-ZE-—NF+_A=+—HIt
FERFED ARBA43,200,0007T °

B B R H 2 B L R EAREEDSL - AR

PTTESRMIAFBWT -

2015 2014

—E-RF —Z—y4F

HK$’000 HK$’000

FE T FAT

Profit guarantee i F RS 872 -
Put option-right to sell o B 3,024 -
3,896 -
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(continued)

The fair value of the profit guarantee was approximately
HK$872,000 as at 31 December 2015, which was determined
by the directors of the Company by reference to the valuation
performed by Roma Appraisals Limited,an independent
professional valuer to the Group, based on probabilistic flow
method in which the cash flow for each year represents the
difference between the guaranteed profit and the projected net
profit. The directors of the Company estimated the projected
net profits of the acquired group under three different scenarios
with respective scenario probabilities. The fair value of the profit
guarantee was the probability-weighted average of the present
values of the shortfalls between the guaranteed profits and the
projected net profits under the three scenarios. The discount rate
of 14.083% has been used to calculate the present value of cash
flow of the profit guarantee.

The fair value of the put option was approximately HK$3,024,000,
which was determined by the directors of the Company by
reference to the valuation performed by Roma Appraisals Limited.
The valuation was performed using the Black-Scholes Model. The
following assumptions were used to calculate the fair value of the

put option:

Ending Date of Guarantee Period 31-Dec-18
Year to Maturity 3.075
Risk Free Rate 2.711%
Volatility 47.725%
Dividend Yield 0.000%

The derivative financial instruments are measured at fair value
based on valuation techniques for which all inputs which have a
significant effect on the recorded fair value are unobservable (level
3).
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For the year ended 31 December 2015

25. DERIVATIVE FINANCIAL INSTRUMENTS

—E-AF+_A=1+—HItFE

25. TTESm I E e

R-E—FAF+-_A=1+—8 ' BFRZ
ZAFEAL872,0008 7T © JTIHAR A
EE2ERSEBRTHERAF (BN
NERE 2 EZXGERM) FEGERBEES
SNEAERE AR EFMNHESRERFEN
BFEEHRN FE 2 AMNERE - ARAESE
EEr B SR BT = AT RIB R IR
B 2 TERIAER] o SBEFIREBEAH AT
BERRERNE=EERP TR
MR ZEE 2 REMBTEINEFSE - Bh35
#£14.03% EREFTE 5 FRFR S RE
ZHE -

Rom B 2 AT B A#13,024,000 8 7T -
TEARFEE2ERFEBTEERA
*“ﬁZﬁ@”*oﬁ@ﬁMﬁﬁ—ﬁ@
HrEETT o U MR BETERL B
ZAFE

REBHAAR B ER —E-N\F
+=—HA=+—H

Hﬁ R 31075
J e ) 2.711%
ﬁ% 47.725%
R S m 0.000%

TE SR T ARBRGEERMIZQFER
B HPHMRS A TERREATEY
AR ABBOB T AER(E=R) -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE

26. DEPOSITS FOR ACQUISITION OF NON- 26. Wi RBIEE 2iZE
CURRENT ASSETS
2015 2014
—E-RF —E—mF
HK$’000 HK$'000
FET FAT
Deposits for acquisition of subsidiaries WEEH B AR ZiL® 36,000 12,000

On 1 December 2015, the Group has entered into a non-legally
binding memorandum of understanding (“MOU”) with Mr. Qu Yong
Bo to purchase 100% equity interest in Daging AORUI Bioenergy
Co., Ltd, a company incorporated in the PRC, at an intended
consideration of RMB600,000,000. Pursuant to the terms of the
MOU, the Group had paid a refundable deposit of HK$36,000,000
(equivalent to RMB30,000,000) in cash to the vendor upon
signing of the MOU. If the formal agreement has been entered
into between the Company and the vendor, the deposit, without
interest, shall be applied as partial payment of the consideration for
the possible acquisition in accordance with the terms of the formal
agreement.

As at 31 December 2015 and 2014, the directors reviewed the
recoverability of non-current deposits which due over one year.
Following the same policy as impairment on trade receivables,
prepayments, deposits and other receivables, impairment was
provided for balances overdue unless there is evidence of high
recoverability. Consider the possibility of continuing the project
is remote, impairment loss of HK$12,000,000 was recognised.
Besides those impaired items, the directors are optimistic that
other deposits will be returned to the Group or will be used in its
business in future.

27. INVENTORIES

RZZE—RAF+=-A—A AEEHEH
BRGAE NN RERORN 2R BE
S ((R@EETE])  BEREAAR
# 600,000,000 7T JA Y2 i — [ 74 A B 71
BRI 2 A RIKERE AR AR A 7
Z.100% A #Ews o IBIBRRE =R 2 1K
F o AEEBRRITHEETSREURS
[ & 77 X 51 36,000,000 8 7T (HEE R AR
30,000,000 7T ) Z AR EIRE © WA
AIEME R IER & - AliRE (T&r
B AR EX B GRS A8
W ETE 2 FHDRE -

RZE—RAFR T —NF+A=+—
A E==EMHAH—FNU 2D IERD
Ze 2z ARENE o RBHERBER - BRE
AR - AN SRR ~ R R EMEURIA
RIRR(E - W staE A RETIRAE - BR
FEHFBBEBETEE A RE AERGR © &
BRI EE#ETIEE 2R ER - B
R E &5 18 12,000,000/ 7T ° Bz EE
BEEBIN  BEFUHEMREAEEHET
REBYBEAREEBRFLBREE -

27. ZE

2015 2014

—E-RF —E—F

HK$’000 HK$’000

FET FBT

Raw materials R 861 6,437
Work in progress & 162 120
Finished goods BIRK in 45,710 171,222
46,733 177,779
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2015

27.

28.

INVENTORIES (continued)

The Group carried out reviews of the recoverable amount of
inventories during the year and considered certain inventories
were obsolete and are no longer suitable for use in operation. The
reviews led to recognition of an impairment loss of HK$4,631,000
(2014: HK$76,389,000) which is expensed in the consolidated
statement of profit or loss and other comprehensive income.

HEZ

27.

Z-RAF+A=+—HILFE

FEm#)

AEECERNFAFE ZAIKEISER -
YHETHFEREEELTIBEARNE
BHER - 2SEHEBHERRERE
4,631,000 %70 (== —PU4F : 76,389,000
BIL)  ERGEBERREME2EKAR
FR3TEH ©

TRADE RECEIVABLES 28. FEURBRFX
2015 2014
—E-RF —E—F
HK$’000 HK$’'000
THERT FET
Trade receivables JE U BR TR 426,247 459,978
Less: allowance for doubtful debts B RERTEAE (315,324) (202,629)
110,923 257,349

The Group’s trading terms with other customers are mainly on
credit. The credit terms generally range from 30 to 180 days.

The aging analysis of trade receivables, based on the invoice date,
and net of allowance, is as follows:

AEBERAMBESZESHERAEER
- EEH-—MRR=THRE—EANTH-

FE UG BR TR 35 22 H HRAS IR B 1 12 2 BRI
DI -

2015 2014
—E—HF —Z=—4F

HK$’000 HK$'000

FET FAT

0 to 90 days ZTENTH 4,978 37,983
181 days to 365 days —BANT—BE=FG/THH - 40,006
Over 1 year —= = 105,945 179,360
110,923 257,349
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
28. TRADE RECEIVABLES (continued) 28. FERBRFR (&)
Reconciliation of allowance for trade receivables: FEUS AR R 2 #0R
2015 2014
—E-HF —Z g
HK$’000 HK$’000
FExT T
At 1 January R—A—H 202,629 101,811
Allowance for the year FEEHE 137,895 111,711
Amounts written off MiH SRR (13,220) (12,124)
Exchange differences PE 7 Z=RE (11,980) 1,231
315,324 202,629

The aging of trade receivables which are past due but not impaired
are as follows:

BEME I RIBUIE < FEUBRSRARER AT

2015 2014

—E-EHF —E—F

HK$’000 HK$’000

FET FiBT

91 days to 180 days overdue AN t+—HZ=—8ANA+H - 40,006
181 days to 365 days overdue #mA—E//\+—H

Z=A/THA 71,490 87,987

Over 1 year overdue BHR—F LA £ 34,455 91,373

105,945 219,366

Receivables that were past due but not impaired related to a
number of independent customers that have a good track record
maintained with the Group. Based on past experience, the
directors of the Company are of the opinion that no provision for
impairment is necessary in respect of these balances as there has
not been a significant change in credit quality and the balances
are still considered fully recoverable. The Group does not hold any
collateral or other credit enhancements over these balances.

BB ARRE REGRERNEEFH
RFR PRk LE2BUTFPER - RIE
BERER - ARRESRARBANLEE
BIELBERE  AREEFZEEER
WEBEBAEE  MAERMKAERBRAIAZ
U o AL Bz FEBRFB IR
ERm AR EEEIRE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

HE-_Z-—RAF+-A=+—HIFE

29. PREPAYMENTS, DEPOSITS AND OTHER 29. JE{fFIE « IR R EfhfEUR

=+,
RECEIVABLES I8

2015 2014

—EB-HF —TmEF

HK$’000 HK$’000

FExT FHIT

Advances to suppliers ) it FE P 2R K 129,114 392,991
Other deposits Bz 1,166 2,057
Other receivables H b b A 22,093 93,361
Prepayments TR IR 57,036 8,969
Less: provision for impairment losses B R BEEERE (146,981) (250,447)
62,428 246,931

As at 31 December 2015, the directors determined there are
difficulties in recoverability of some prepayments, deposits and
other receivables which due over 365 days and considered that
some of them may not be recovered in the foreseeable future due
to long outstanding period. Therefore impairment of HK$8,000,000
(2014: HK$100,335,000) were made as at 31 December 2015.
The directors keep evaluating the existing policy towards the
recoverability and aging of the prepayments, deposits and other
receivables over one year and will take further actions to follow up
the impaired prepayments, deposits and other receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
30. CASH AND CASH EQUIVALENTS 30. RERIREZEY
2015 2014
—E-HF —E—E
HK$’000 HK$'000
FET T
Cash and bank balances e MIRTT4ER 88,864 7,107
31. TRADE PAYABLES 31. EfTERR
The aging analysis of trade payables, based on the date of receipt FERTBR SRIRINER & o B Bl 2 BR R 2 AT 10
of goods, is as follows: T @
2015 2014
—E-EHF T
HK$’000 HK$'000
FET FAT
0 to 30 days TE=+H 5,958 5,025
31 days to 60 days =+—HZEXTH 824 —
61 days to 90 days At—HZh+H 6,348 1,937
Over 90 days A+BMUE 27,936 27,768
41,066 34,730
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

32. OTHER PAYABLES AND ACCRUALS

—HF+-H=t—HLFE

32. HME(TFX

HRETER

2015 2014
—EB-AF —T-F
Note HK$’000 HK$'000
Fi7E FET FHET

Accrued salaries, wages EitEe  ITE
and benefits SR 5,952 4,051

Temporary receipts from e A U A 1

shares subscription REEFIE 0] 160,050 59,996
Other payables and accruals H At 5RIA R EET B A 74,670 173,637
240,672 237,684

Note:

On 8 December 2015, the Company entered into two subscription
agreements with two independent subscribers. Pursuant to the
subscription agreements, the subscribers have conditionally agreed
to subscribe for and the Company has conditionally agreed to allot
and issue an aggregate of 1,740,000,000 subscription shares at
the subscription price of HK$0.115 per subscription share. As at 31
December 2015, temporary receipts from this shares subscription
were HK$160,050,000.

On 18 December 2014, the Company entered into three separate
subscription agreements with three independent subscribers.
Pursuant to the subscription agreements, the subscribers have
conditionally agreed to subscribe for and the Company has
conditionally agreed to allot and issue an aggregate of 583,200,000
subscription shares at the subscription price of HK$0.12 per
subscription share. As at 31 December 2014 temporary receipts
from this shares subscription were HK$59,996,000.
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BB RE AR LMD BB E o RIR
REHZ RBAEAKHERERE
MARAREBIKHERZETRAER
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1,740,000,000 fz:R#EAR D - R=E—H
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i B JEE U R IE 7 160,050,000 7 7T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

33. RECEIPTS IN ADVANCE

HE—Z-—RAF+-A=+—HIFE

33. FEUBRFX

2015 2014
— e
Note HK$’000 HK$’000
MI5E FHET FATT
Cooperation development fee BIEFRZEER () 66,077 80,552
Other receipts in advance H TR SR 37,857 41,069
103,934 121,621
Analysed for reporting purpose as: 2 RIEH DT :

Current liabilities mENEE 47,297 52,576
Non-current liabilities FERBEE 56,637 69,045
103,934 121,621

Note: B -
0] On 24 August 2011, the Group has entered into a cooperation () R-ZBE——FN\A=-+mMBE  A"&EEE

agreement (the “Cooperation Agreement”) with Beijing Qian Tai
Bao Xiang Capital Investment Services Co., Ltd. (“Beijing Qian Tai”)
(formerly known as Beijing Huaxia Innomedia Technology Co., Ltd),
pursuant to which the parties agreed to jointly operate and develop
the advertising business and value-added services of the digital
mobile television project and 60,000 electronic displays in Hebei
province for 11 years (“Hebei Mobile Advertising Business”).

Under the Cooperation Agreement, Beijing Qian Tai shall contribute
to the Hebei Mobile Advertising Business a cooperation development
fee of RMB200,000,000 (equivalent to HK$245,440,000). The
Group has already received RMB100,000,000 (equivalent to
HK$122,720,000) as cooperation development as at 30 September
2011. On 3 December 2012, pursuant to a supplemental agreement,
both parties agreed that the remaining RMB100,000,000 (equivalent
to HK$122,720,000) shall be contributed by Beijing Qian Tai in terms
of equivalent amount of intangible assets and equipment. As the
Cooperation Agreement with Beijing Qian Tai is for 11 years, the
cooperation development fee will be amortised over the years.

IERRERERARERBERRA A
(Mtm#R D (REBALREE HiBE
HEEBRAR) M A ERE (TS 1E
ez l) Bt ATOFRER+—FR
HESERBENTILEZBHEMNE
1RI8 H A K 60,000 JB 8 T RER 5 2 B
¥ RS ERS(DIIEBE RSB ]) ©

BIBFEERZE  tRHREATILE
HESEBINEEREERARE
200,000,0007T (48 & 7 245,440,000
BIL) cRZTE—FNA=1+RH &%
E 2 WA R % 100,000,000 7t (FBE 7
122,720,000 7)) fEAEEREER -
R-ZT——F+—-A=0 BEEHETH
&% 5 R E % AR 100,000,000
7T (M 122,720,000 7T ) FE B 4b R
RERBEREERSBZEHELE - B
REERFRREEHZAI+—F &
EEFRZEEBRBN T —FN#E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

34.

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
SHORT TERM LOANS 34. SHIER
2015 2014
—EZE-EHF —E—F
HK$’000 HK$'000
FET T
Interest-bearing unsecured other loans STRERAEMER 12,571 12,797

35.

The interest rates at 31 December 2015 were 12%-24% per
annum (2014: 12%-20.4% per annum).

As at 31 December 2015, all the short term loans and related
interests were overdue due to a temporary shortage of funds. The
directors do not believe its probable that the lenders will sue them.
No provision has therefore been made.

According to a loan agreement, the Group and the lender agreed to
pledge property, plant and equipment amounted to HK$11,128,000
as at 31 December 2015 for a short term loan amounted to
HK$2,262,000 when the loan is overdue for more than six
months. As the loan was overdue for less than six months as at
31 December 2015, no property, plant and equipment was
pledged.

NOTES PAYABLES

On 27 December 2012, an aggregate of HK$100,000,000
principal amount of redeemable notes were issued to Sandmartin
International Holdings Limited. Further details are set out in the
Company’s announcements dated 27 December 2012 and 12
January 2015. The notes carried interest at 6% per annum and
was matured for redemption on 29 December 2014. On 12
January 2015, an extension agreement was signed and the mature
date was extended to 30 June 2015. The notes were redeemed
during the year.

On 2 April 2015, an aggregate of HK$70,000,000 principal amount
of redeemable notes were issued to National United Resources
Holdings Limited. Further details are set out in the Company’s
announcement dated 12 January 2015. The notes carried interest
at 11% per annum and matured for redemption on 2 April 2016.

Heng Xin China Holdings Limited Annual Report 2015

35.

R-BE—RAFE+-_A=+—HZHNRAST
FA2%E24% (ZE—HE : BF12%
Z=20.4%) °

W-ZE—RFE+-_A=+—8  FEEH
ERREBFEEEE  HHRESR
BT - EST TR ABERAE A
IR o BEEERL ML 1L B o

BEERGZ  A5ERERARER
ERaRBeEARK  UR-Z—%
F+-_A=+—H% ¥ A11,128,000
BILZME BERREBEEARSER
2,262,000 T2 REER 2 HEF - AR
E-ZT—RF+-A=1+—8 Ex@aH
TRANEAR - A EERYE - BERHK
1# o

BNEE

RZE—=—F+=ZA=++H " £&¥E4
#£ 100,000,000 7T 2 Al fE B =R E 31T
TESTEERERERAAF - #—F5F
BHERARARABRHA-T——F+=A
=1+ B Gl H SN
N ZEZRZHNERTFE% - HER
—ZE—E+— A+ ABREER - B
—E-RFE—A+-HCEENIER®D
# HYEERE—_T-—REA~A=1
H - ZEREEFNER -

R-ZZE—HEN/F-_H K&LEAHL
70,000,000 T2 Al EE B SR 2 3517 T
BE S BIRIZEIRBR AR o i —PrriEH
RANGIEAE-—ZE—RE—A+=-A2
NERN ZEZBZMNEREFE 1% B
HR_F—/NFNA - AR|HEE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015
36. DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities recognised by the

HEZ

36.

T-RAF+-A=+—HILFE

ELERIBRE

AREEERZ TRERERARBNT

Group.
Fair value adjustments arising
from acquisition of a subsidiary
WE—BREBAREENAFERRE
2015 2014
—B-HF —E—mE
HK$’000 HK$’000
FET THETT
At 1 January n—H—H 7,361 —
Acquisition of a subsidiary Yk — B A A 1,222 7,361
Charged to profit or loss (note 13) B8P Nk (f3E13) (1,472) —
At 31 December =R = =1E 7,111 7,361

At the end of the reporting period the Group has unused tax
losses of HK$245,166,000 (2014: HK$244,046,000) available
for offsetting against future profits. No deferred tax asset has
been recognised in respect of the unused tax losses due to the
unpredictability of future profit streams.

Temporary differences arising in connection with interests in
subsidiaries and associates are insignificant.

RAREHR - AEBARANEHEBER
F 2 R A TEE 1B 5 245,166,000 75 7T
—ZT U4 : 244,046,000/870) © R
SRLATERIAR R BB - U A B I
HAB AR BEBEEREEREEE -

eI NCISE NIl 5o S s
EBEMTRE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2015

37. ISSUED CAPITAL

BE-T-—RF+-A=+—AItEE

37. BT

Number of shares
RPEE
2015 2014 2015 2014
—E-RfF T —E-RF —T—pE
Note ’000 ‘000 HK$’000 HK$'000
BisE Ti Fhz T FAET
Authorised: EE
Ordinary shares of FRMEEC BT
HK$0.01 each ZERR 10,000,000 10,000,000 100,000 100,000
Issued and fully paid: EETRAR :
Ordinary shares of BREECO BT
HK$0.01 each LR
At 1 January n—H—H 3,458,590 3,408,590 34,586 34,086
Issue of shares upon  ERDREBMETT
share subscriptions <) (i) 1,801,600 50,000 18,016 500
At 31 December Wt+=A=+—H 5,260,190 3,458,590 52,602 34,586
Note: BiaE

(i) On 7 May 2014, the Company entered into a conditional
subscription agreement with an independent investor. Pursuant to
the subscription agreement, the subscriber conditionally agreed to
subscribe for and the Company conditionally agreed to allot and
issue a total of 50,000,000 subscription shares at a price of HK$0.25
per subscription share. The subscription was completed on 15 May
2014 and net proceeds amounted to approximately HK$12,500,000.

Heng Xin China Holdings Limited Annual Report 2015

(i) RN-ZT-—NWERALA  ARFE—F
BB ER ARG RERZ - RIR
REGZE  RBABKHERERE - m
RAEERERERSRRERD 0.25
I 2 BIR B3 R 31T A ££50,000,000
RRERD - RESFHENR T —WF
FATHBER FIERBEFBEOAR
12,500,000 7T °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

37. |SSUED CAP|TAL (continued)

Note: (continued)

U

(continued)

On 18 December 2014, the Company entered into three separate
subscription agreements (one of which was supplemented and
amended by the supplemental letter dated 19 January 2015 and the
supplemental agreement dated 28 January 2015) with independent
investors. Pursuant to the subscription agreements, the subscribers
conditionally agreed to subscribe for and the Company conditionally
agreed to allot and issue a total of 583,200,000 subscription shares
(amended to 541,600,000 subscription shares by the supplemental
agreement) at a price of HK$0.12 per subscription share. The
subscriptions were completed on 9 January 2015 and 30 January
2015 and net proceeds amounted to approximately HK$64,992,000.

On 12 March 2015, the Company entered into four separate
subscription agreements with independent investors. Pursuant to
the subscription agreements, the subscribers conditionally agreed
to subscribe for and the Company conditionally agreed to allot
and issue a total of 300,000,000 subscription shares at a price of
HK$0.12 per subscription share. The subscription was completed
on 25 March 2015 and net proceeds amounted to approximately
HK$36,000,000.

On 14 May 2015, the Company entered into a subscription
agreement with an independent investor. Pursuant to the subscription
agreement, the subscriber conditionally agreed to subscribe for
and the Company conditionally agreed to allot and issue a total
of 100,000,000 subscription shares at a price of HK$0.17 per
subscription share. The subscription was completed on 10 June
2015 and net proceeds amounted to approximately HK$17,000,000.

On 18 August 2015, the Company entered into three separate
subscription agreements with independent investors. Pursuant to
the subscription agreements, the subscribers conditionally agreed
to subscribe for and the Company conditionally agreed to allot
and issue a total of 270,000,000 subscription shares at a price of
HK$0.10 per subscription share. The subscriptions were completed
on 27 August 2015 and 14 September 2015 and net proceeds
amounted to approximately HK$27,000,000.

BE-FT-AFt-A=+—ALFE
37. O EBITIRA @)

BieE : ()

(&)

R_ZE—WF+=-A+/\B ' AAAH
BUKRBEED R =M BLRE R
H(EF—PEHBAE T —HF—
AThBmM#EFZEGRBEAE=-Z—H
F—AZ-t+N\BWHExHERTRE
i) o RIBERBE W RBABKER
ERE - MARABKERBIERTRA
BRGo12B T BREZERETEE
588,200,000 A% 3R BE AR 19 (A /78 h ek

1& &7 &541,600,000 % R B0 ) © R
BEBRER-ZT—RAF—ANLBRZ=ZF
—RFE—A=1THRK  IEFEFHE
497564,992,000 78 7T °

RZZT—AF=A+=H AAREE
AR EE D BIFT SIS B RE W
RIERERE RBEABRERER
B mMARRBBREREERERRE
Rip012FB L 2 BREEE REITE K
300,000,000 % REER 1D - RESED
RZZE—RE=A=-+HBTK &
FIEFREA 436,000,000 78 7T °

R-E—AFHA+TMAE - AQFE—
ZBURBAGL—HDRERE - BIE
REHZ RBACBRERERE
AR AE B EHERZZSRAER
MOITHETTHREERZERETA R
100,000,000 RER D - BARED
RZZE—AFNA+TBREK @ MAER
IBF 58494 17,000,000 78 T °

RZZ—RAENA+NR  KNAFEE
T REARI L ANDBELRERZ - BB
RENE RBEACERGERERE
MARBEERHERERERRARER
HOI0B TR REERE REITEH
270,000,000k REE AL D - EEARED
R-E—RENA-_T+LtBE-_Z—FH
FNATHEABTTK - TS RIEFREL
427,000,000 7T ©
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Note: (continued)
(i) (continued)

On 28 October 2015, the Company entered into a subscription
agreement with an independent investor. Pursuant to the subscription
agreement, the subscriber conditionally agreed to subscribe for
and the Company conditionally agreed to allot and issue a total
of 590,000,000 subscription shares at a price of HK$0.105 per
subscription share. The subscription was completed on 9 November
2015 and net proceeds amounted to approximately HK$61,950,000.

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of debt, which includes
short-term loans and notes payables, and equity attributable to
equity holders of the Company, comprising issued share capital
and reserves.

The management of the Group reviews the capital structure on a
continuous basis taking into account the cost of capital and the
risk associated with the capital. The Group will balance its overall
capital structure through new share issues, repurchase of shares
and the issue of new debt or the redemption of the existing debt.

Heng Xin China Holdings Limited Annual Report 2015

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

37. |SSUED CAP|TAL (continued)

HE-_Z-—RAF+-A=+—HIFE

37. EEITRA @)

iz : (48)
[0} (&)

RZZE—AF+A=-+N\HB  KX2FH
Al — BB REAR N — DB R
s o RIBERE IR - REACEKY
FEREMARNREBKERERSR
TRHE AR 19 0.105 75 7T Y 7R B (B Fid 3% ) 3
174 #£590,000,000 A% R BE B 17 - R BE
EEERN-_T—AFE+—ANB%MK
FT{SRUIEF884) 61,950,000 87T °

AEEEREES  BRARENNE
RIS EEE A - AR INE
B BE S A 2 BB 0 T8I 54
DEFDEAER - A%EH 7 LR
K DA -

AEEZENGERER AP EERE
BOEME  EHERLENERERAAT
R A ARG (BREBETRAR
fFEf) °

AEBEEEFERNEAERE B
BEAZRAREBERBRZER - A%
BB @B TR - R KRBT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

38. STATEMENT OF FINANCIAL POSITION 38. AN BB # kR 3R

BE-T-—RF+-A=+—AItEE

OF THE COMPANY

2015 2014
—E-RF —EF—mF
HK$’000 HK$’000
FHET FAIT
NON-CURRENT ASSETS FEREEE
Investments in subsidiaries RETB AR ZI&E 1,000 1,000
Deposits for acquisition of WEEIERB EE 2 1R®
non-current assets 36,000 —
37,000 1,000
CURRENT ASSETS MENEE
Other receivables, deposits H b pUsos
and prepayments e RIERFRIE 9,932 21,940
Amounts due from fellow subsidiaries RN NI ERE] 181,532 480,952
Cash and cash equivalents ReRREEFEY 87,050 3,167
278,514 506,059
CURRENT LIABILITIES RBAE
Other payables and accruals HAb T FRIA R EET B A 169,943 63,195
Notes payables e Ri% 70,000 100,000
Short term loans REER 9,000 9,000
248,943 172,195
Net current assets REEEFE 29,571 333,864
NET ASSETS EEFE 66,571 334,864
EQUITY Pz
Share capital [N 52,602 34,586
Reserves ffE 13,969 300,278
TOTAL EQUITY ESEE 66,571 334,864
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
39. RESERVES 39. i
(a) Group (a) X&EH
The amounts of the Group’s reserves and movements AEEBZ R EREBHSENGRE
therein are presented in the consolidated statement of profit BamRkEMEERARKRGESE
or loss and other comprehensive income and consolidated mEFFRAZY -

statement of changes in equity.

(b) Company (b) &4 A
Share
Share option Accumulated
premium reserve losses Total
BHRE BRERE 2 ER et
HK$'000 HK$'000 HK$'000 HK$'000
THT THT TET THT
At 1 January 2014 R-Z—mE—f—H 1,466,350 3,396 (381,965) 1,087,781
Total comprehensive loss for the year ~ EN2EFBE - - (800,343) (800,343)
Issue of new shares BITHRM 12,000 = = 12,000
Recognition of share-based payments ~ HERRLARR{R & EHE R 7R - 840 = 840
At 31 December 2014 and RZE-mFE+-A=+—H
1 January 2015 k=—Z—HF—H—H 1,478,350 4,236 (1,182,308) 300,278
Total comprehensive loss for the year ~ FRZ EEEEE - - (475,235) (475,235)
Issug of new shares BITHAR D 188,926 - - 188,926
At 31 December 2015 RZE—RFE+=A=1—H 1,667,276 4,236 (1,657,549) 13,969
(c) Nature and purpose of reserves (c) RZEMERFHZE
(i) Share premium (i) BREE
The application of the share premium is governed by RO EEEAZEARARZ
the Company’s Bye-Law and the Companies Act 1981 AR R ERE-NN\—F
of Bermuda (as amended). RNEVE (BIERT) PR o

Heng Xin China Holdings Limited Annual Report 2015



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

39. RESERVES (continued)

(c) Nature and purpose of reserves (continued)

(i)

(iii)

(iv)

(v)

Capital reserve

The capital reserve comprises the difference between
the additional registered capital invested by a former
non-controlling shareholder of a subsidiary, over the
fair value of the intangible assets injected by the former
non-controlling shareholder.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations.

Share option reserve

The share option reserve comprises the fair value of
the actual or estimated number of unexercised share
options granted to directors, employees and advisors
of the Company recognised in accordance with the
accounting policy adopted for share-based payments
in note 4.

Other reserve

During the year ended 30 June 2011, the Group
acquired additional interests in two subsidiaries.
As a result of the acquisitions, the difference of
HK$79,992,000 between the consideration paid of
HK$115,194,000 and the amount of non-controlling
interests adjusted of HK$35,202,000 was directly
recognised in equity.

BE-_Z—RAF+-_A=+—HIFE

39. & @)

(c) BEMERFEZE =)

(i)

(iii)

(iv)

(v)

2015 FHF ¥R

NG

EXFReE—RNBARZ
— BRI BERAR A Z BN
AR E AR H 7% % A S EE A
REIANBVEEZ AFEZE
B o

BE 7 i A

IE R B R RERINETY
BRRZFBELER -

BRERE

BRERERERENT4HE
AR RER KRR E
ABRRERZIETARAE
% - EENER CERNKAET
RITERBEAERE 2 2 FE

Hitv ek

HE—ZT——FA=FHL
FE - AEEE UKW R
BARZEINER - RZF
KEEE2ZE BENRE
115,194,000 7% o B2 4X A 2= JF
T2 PR AR BR e 22 50 0E 85,202,000
7 7T 2 fE 2 Z §879,992,000
PETL T Wt R E IR FERR ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
40. SHARE-BASED PAYMENTS 40. LAR 10 B EBET R

Equity-settled share option scheme

The employee share option scheme (the “Scheme”) of the
Company was approved by the shareholders of the Company
in the Company’s annual general meeting held on 30 December
2011. Details of which are set out in the Company’s circular dated
28 November 2011. The purpose of the Scheme is to enable the
Group to grant options to selected participants, which include
any person who is a full time or part time employee or director of
the Group, a consultant or agent of the Group, as incentives or
rewards for their contributions to the Group.

Pursuant to general mandate (“General Mandate”) granted to
the directors of the Company at the annual general meeting of
the Company held on 30 December 2011, the directors of the
Company were authorised, at their discretion, to allot and issue
shares of the Company up to 20% of the aggregate nominal
amount of the share capital of the Company in issue on 30
December 2011.

Details of the share options granted under the Scheme and

UEm B E 2B &

ADE R TR ) (%38 ) 2R
—2——F A=+ ABHZAATR
FUBEAR LEAR AR - 5
RAAFBMA=E—F+—A=+N
B 2B - HiH S S AR
8 RE (DIEARE L BIRBERL
£ AEEZBHARESEFAL)
BHTAE - (EARS AR (R
2 By -

BREARAEERARFARN_FT——F
T-A=TBEETZRRBERS LBR
Z—RERE(—REE])  ARRESRE
RERNBRERRETITBER _FT—F
T-A=TBARRAREETRAEERR
20% Z AR o AT IBRRIE TS IRE—
RRIIER M,

IR B B — AR S L AR 2 31

General Mandate are as follows: U
Participants Date of grant Vesting date Exercise period Exercise price
2EREEH REBH FREH (icd e
Employees 29 February 2012 1 March 2013 1 March 2013 to 29 February 2016 HK$0.84
B8 “E——#-f-+AH I —Z-=%=H-A 0.84787T
ERFZAZTNB
Consultants 20 November 2012 Immediately from the date of grant 20 November 2012 to 19 November 2014 HK$0.32
il “Z——£+-HtH IR it B ERI R “Z——&4+-H=tH 032787
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
40. SHARE-BASED PAYMENTS (continued) 40. AR 0 BEBES R @)
Equity-settled share option scheme (continued) LG EEZBREZ (w)
Details of the share options outstanding during the year are as RERRITEREFBLOT -
follows:
2015 2014
ZE-hF —T-mF
Number Weighted Number Weighted
of share average of share average
options exercise price options  exercise price
i) INFEF 19
BRERA TEE ERES R 1T(E(E
’000 HK$ '000 HK$
T4 THET T FAET

Outstanding at the beginning RERITIE R

of the year 3,000 0.84 43,000 0.36
Lapsed during the year RERE K kiE R - (40,000) 0.32
Outstanding at the end RERRITRREIRE

of the year 3,000 0.84 3,000 0.84
Exercisable at the end RERAITTIE IS ke

of the year 3,000 0.84 3,000 0.84

Each option entitles the holders to subscribe for one ordinary share BHERERTESEEARBRAR K

in the Company. TimAR 2 R o

The options outstanding at the end of the year have a weighted RERMARITEBERE 21TEER0.84

average remaining contractual life of 0.17 years (2014: 1.17 years) B (ZE—UF : 0.84/87L) * MNEF

and the exercise price is HK$0.84 (2014: HK$0.84). HHTAENEFERA0ITE(ZZ—OF -
117 4) »
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015 HEZZ-—hF+-A=1T—HILFE
41. WARRANTS 41, IR FEE

174

On 17 February 2011, the Company issued a total of 95,000,000
warrants at nil consideration at an exercise price of HK$2 per
warrant share.

The movement of the warrants during the year is set out below:

R-ZZBE——F-A++H  KARAEK
RIEERD 2B T2 TEBEERTE
$£ 95,000,000 17 FRMHERE -

FRARBIEZLSEHINT -

Number of share options
outstanding

RITEBRERR
2015 2014
—E-HE ZT-mF
Date of grant Exercise period Exercise price ’000 ‘000
R A g 7@ TR TR
17 February 2011 17 February 2012 to HK$2 95,000 95,000
16 February 2016
—T——%-fA++H —ET——F-A++H 25T

E-F-AF-ATRH

In 2015 and 2014, no warrant was utilized to subscribe for shares
of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

42. ACQUISITION OF A SUBSIDIARY

BE-_Z—RAF+-_A=+—HIFE

42. WiE — M B A F

On 26 January 2015, Beijing Kaigiao Lisheng Technology Company
Limited (“Beijing Kaigiao”), a wholly-owned subsidiary of the
Company, entered into the capital injection agreement with Zhong
Xiang and Hu Guosheng, being the original shareholders of Shanxi
Zhongze in relation to the capital injection. Pursuant to the capital
injection agreement, Beijing Kaigiao has conditionally agreed to
inject the sum of RMB52,000,000 (equivalent to approximately
HK$61,930,000) in cash into Shanxi Zhongze, of which
RMB31,230,000 (equivalent to approximately HK$37,179,000) and
RMB20,770,000 (equivalent to approximately HK$24,751,000) was
recognized as the registered capital and capital reserve of Shanxi
Zhongze respectively. Upon the completion, the registered capital
of Shanxi Zhongze was increased to RMB61,230,000 (equivalent
to approximately HK$76,540,000), and Shanxi Zhongze is owned
as to 51% by Beijing Kaigiao, as to 24.5% by Zhong Xiang and as
to 24.5% by Hu Guosheng respectively.

Pursuant to the capital injection agreement and assuming the
completion is on or before 30 May 2015, Hu Guosheng and Zhong
Xiang have guaranteed that the audited net profit after tax of Shanxi
Zhongze for the three years ending 30 June 2016, 2017 and
2018 (the “Guaranteed Periods”) shall not less than the respective
Guaranteed Profits. The cut-off date of the Guaranteed Periods
subsequently revised to 31 December 2016, 2017 and 2018 in
writing by the same parties. In the event that the Guaranteed
Profits have not been achieved, Hu Guosheng and Zhong Xiang
shall pay the shortfall in respect of each of the Guaranteed Profits
for 2016, 2017 and 2018. The details are disclosed in note 25.

N-BE—RAE—A-+B KAFE
BB AR RINBEIEREBRAAF]
(MRS G ) B P2 2 [RAR SR A £
KRB s AR] T B ek o IBIBOEE
i AR EE R RERENR S
=[] 1L 78 RO )E & A R #552,000,000 7T
(HE M %61,930,000/87C) * R AR
#31,230,000 7T ( 18 & » #937,179,000
75T ) & A R # 20,770,000 7T ( 18 & 7
#924,751,0007%8 7T ) 1§ 5 Bl # #E R A& 1L
FRZEZ A MBRARERNHE - RTK
% WAREZFMBRAGENZEAR
#61,230,000 7T ( 18 & M £976,540,000
B LWAREHeRIERIEES
51% + BILFEHEH R R AR5 Bl
B 24.5% [ 24.5% °

BETFEHEABREERNR =S —hFH
A=1+H3ZAEE  HEBERPHER
B AR REE—E—AF - 2 —+
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2015 BE-_ZT—RAF+-A=+—HILFE
42. ACQUISITION OF A SUBSIDIARY (ontiueg) ~ 42. Wi — BT B A 5 ()
RIEEE AR - EWEEILAFZE 2 A #BIE

The fair value of the identifiable assets and liabilities of Shanxi

Zhongze acquired as at its date of acquisition is as follows: EXBEZAFERT :
HK$’000
Net assets acquired: B EEFE : FA&T
Property, plant and equipment E N N L] 86
Intangible assets B AE 32,143
Inventories =TE 41,428
Prepayments, deposits and other receivables TERRUR - &S RHALEYEIR 25,582
Bank and cash balances RITRIR SRR 769
Trade and other payables AT BR R R E At JE AT RUIE (2,412)
Deferred tax liabilities EIETIEAE (1,222)
Net assets acquired B & EFE 96,374
Non-controlling interests IR AR R (47,223)
49,151
Goodwill [k 8,883
58,034
Satisfied by: ARSI TR AT
Cash consideration REeRE 61,930
Profit guarantee and put option Si PR 28 B 520y HA A (3,896)
58,034
Net cash outflow arising on acquisition: WREPTE & 2 IR S ML FEE ¢
Cash consideration paid BEfRERE 61,930
Cash and cash equivalents acquired iR & RIS EEY (769)
61,161

The fair value of the trade and other receivables acquired is
HK$25,582,000. The gross amount due under the contracts is
HK$25,582,000. None of these receivables have been impaired
and it is expected that the full contractual amounts can be

collected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

42.

43.

ACQUISITION OF A SUBSIDIARY (continued)

The goodwill arising on the acquisition of Shanxi Zhongze is
attributable to the anticipated profitability of the distribution of the
Group’s products in the new markets and the anticipated future
operating synergies from the combination.

Since the acquisition, Shanxi Zhongze made no significant
contribution to the revenue and result of the Group.

If the acquisition had been completed on 1 January 2015, total
Group revenue for the year would have been HK$35,994,000, and
loss for the year would have been HK$465,728,000. The proforma
information is for illustrative purposes only and is not necessarily
an indication of the revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed on 1 January 2015, nor is intended to be a projection of
future results.

DISPOSAL OF SUBSIDIARIES

As referred to note 16 to the consolidated financial statements,
on 31 December 2015, the Group discontinued its encrypted
integrated circuits business and wireless digital terrestrial television
network equipment integration business at the time of the disposal
of its subsidiaries, the Star Hub Group.

HE—Z-—RAF+-A=+—HIFE

42.

43.

W B8 — BT A =) ()

WREILTREMEL 2 BB BRNAE
BEMRENEMS M FHRBNEE N M
W EE & 2 RIREE W R ©

BUYRER - WA E AR E RS ME
R ERER -

WKERN —E—RF—A—BAKE =K
AN B F AR A R EE I 4 35,994,000
7T 0 T HA B 18 1% & 465,728,000 4
TC o BEERHERFAAR - RUAIKE
RZE—hF— A —HAENKASEER
FIASUA R4S & A MR - IV TNRIER
REFERTER

HEMB QT

BIELRE T BRENT16 AEBRZ
T—RAFt-A=+—HELEHBAA
STAR HUB & Bz B A= LE N A 5755
R AR BN BAR BB SR RPN TS o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2015

43. DISPOSAL OF SUBSIDIARIES (continued)

HE-T-HEF+-A=+—ALFE
43. HEMB AT @)

RIEEZR - BEFENT

Net assets at the date of disposal were as follows:

HK$’'000

FiBT

Property, plant and equipment Y% BB KR 421
Intangible assets B EE 331
Inventories 5E 159,440
Trade receivables FEUBR TR 450
Prepayments, deposits and other receivables TENRR - e MHALEUEIR 33,300
Cash and cash equivalents HeRREeEFEEY 17,022
Trade payables FETBR IR (24)
Other payables and accruals EM s R ERE R (49,742)
Net assets disposed of HEEEFRE 161,198
Release of foreign currency translation reserve AR RR INE IR E (11,241)
Loss on disposal of subsidiaries (note 16(c)) HEHE A REE (iFE16(c) (123,069)
Total consideration — satisfied by cash BARE — URSER 26,888

Net cash inflow arising on disposal: HEMEE RS MAFE

Cash consideration received BUIRESRE 26,888
Cash and cash equivalents disposed of HEZRERREEEY (17,022)
9,866

Heng Xin China Holdings Limited Annual Report 2015



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR M

For the year ended 31 December 2015

BE-T-—RF+-A=+—AItEE

44. CAPITAL COMMITMENTS 44, EIEILE
The Group’s capital commitments at the end of the reporting period PSR - REBERAFELNT -
are as follows:
2015 2014
—E—RF —E—p4
HK$’000 HK$’'000
FHET FHT
Capital expenditure contracted but not NTEEZEEFBERR
provided for in the financial statements RE TSR (R A
in respect of: ZERRY :
— acquisition of intangible assets — WEETEE - 11
— acquisition of subsidiary — UREETE A A 107,048 114,582
107,048 114,593
45. LEASE COMMITMENTS 45, FHAIE
As lessee 1ERBAEN

At 31 December 2015 the total future minimum lease payments

under non-cancellable operating leases are payable as follows:

RZB—RAFE+-_A=1+—08 ~"EEIR
BRI HGEE LA EMN 2 R RKIEAS
BT

2015 2014

—E-RF —ET—F

HK$’000 HK$’000

FET FAIT

Within one year —FNK 15,653 3,764
In the second to fifth years, inclusive EF_EFERF

(EEMEBELEA) 37,608 4,442

53,261 8,206

Operating lease payments represent rentals payable by the Group

for its offices and staff quarters. Leases are negotiated for terms

ranging from one to four years (2014: one to three years) and

rentals are fixed over the lease terms and do not include contingent

rentals.

REBONRIEARBRNZETHRAE
MERBTER - BEERERRI LR —
ENFE(ZT-NE: —E=F) MAE
HREEESEE - TEEIAEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

46. RELATED PARTY TRANSACTIONS

(a) Key management compensation

BE-F-BF+-AS+—ALLFE
46. BEA LIRS
(a) TEEEANSZHH -

2015 2014

—E-hF —E—mEF

HK$’000 HK$'000

FHER FAT

Short term employee benefits SMHIRE B EA 7,926 2,689
Post-employment benefits — RINEER —

defined contribution plans FEHKRETE 85 72

8,011 2,761

Further details of directors’ emoluments are included in note
15 to the consolidated financial statements.

47. EVENTS AFTER THE END OF THE
REPORTING PERIOD

(@)

On 8 December 2015, the Company entered into two
convertible bond subscription agreements (the “First CB
Subscription Agreement” and the “Second CB Subscription
Agreement”) with two subscribers (the “First CB Subscriber”
and the “Second CB Subscriber”).

Pursuant to the First CB Subscription Agreement, the First
CB Subscriber has conditionally agreed to subscriber for,
and the Company has conditionally agreed to issue, the
convertible bonds in an aggregate principal amount of
HK$100,000,000 (the “First CB”). The Company will on
the First CB Subscription completion date, exercise the
early redemption right under the 11% coupon bond in the
principal amount of HK$70,000,000 issued by the Company
to the First CB Subscriber on 2 April 2015 maturing on 1
April 2016 (the “Bond”) in full. The subscription price of the
convertible bonds payable by the First CB Subscriber which
is equal to the principal amount of the convertible bonds of
HK$100,000,000 will be partly settled by offsetting the Bond
(detailed in note 35) to be repaid by the Company under the
early redemption notice and the remaining balance will be
settled by the First CB Subscriber in cash.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR M

For the year ended 31 December 2015

47. EVENTS AFTER THE END OF THE
REPORTING PERIOD (continued)

(@)

(continued)

Pursuant to the Second CB Subscription Agreement, the
Second CB Subscriber has conditionally agreed to subscriber
for, and the Company has conditionally agreed to issue,
the convertible bonds in an aggregate principal amount of
HK$50,000,000 (the “Second CB”).

The aggregate principal amount of the First CB and the
Second CB is HK$150,000,000, with maturity date falling
twelve months from the respective date of issue of the
convertible bonds. The First CB and the Second CB bear
interest from the date of issue at 5% per annum on the
principal amount of the convertible bonds from time to time
outstanding and payment to be made on the maturity date.
The initial conversion price is HK$0.115 per conversion
share, subject to the adjustments as set out in accordance
with the terms and conditions of the convertible bonds.

The issuance of the First CB and Second CB was completed
on 5 February 2016 and 19 February 2016, respectively.

On 8 December 2015, the Company entered into two share
subscription agreements (the “First Share Subscription
Agreement” and the “Second Share Subscription
Agreement”) with two subscribers (the “First Share
Subscriber” and the “Second Share Subscriber”).

Pursuant to the First Share Subscription Agreement, the First
Share Subscriber has conditionally agreed to subscribe, in
cash, for and the Company has conditionally agreed to allot
and issue 870,000,000 new shares at the subscription price
of HK$0.115 per subscription share in an aggregate amount
of HK$100,050,000.

BE-_Z—RAF+-_A=+—HIFE

47. SREHREEIE )

=

(&

BIRE A RRESRERZ
FEMARBRELFRBACE KNS
AERE  MARREERERE
317 #%E 550,000,000 T 2
AR ES ([ AR ES])

F— B RES R E ATk
&% 2 AN & 58 /& 150,000,000 7%
7T BB B AT TR RES
BHIfEE T —(12EAERER -
FHATRES R FE AT IRR
BEHIRT R H AR EE 2 TR ES
RERZ FHEE%TE - WER
FEE R - BRRMARRD 2 ¥
AR (E £0.11578 7T + Al iR ] A%
BH 2 R G Pl R R 1t T A
FHEE o

BOTE YRR ES RE A
BEEHFEIAIR_F—RFE_H
FAR-Z—ARF_ATNAATK -

R-ZZE—RF+-_ANB ' KXRF
ERARBA(E—BRORBEA
KIE_BHABADRTMHRK
0 BRI ([ 5 — RO RERE
K [F i RER=Z])

BEE—MROREGZE  F—K
PRBAEEBBRHERENR SR
B MARRIEBBKRGRERER
%% 77870,000,000 A% ¥T I 1 ° R &
BEAESRABERMOI15EIL - &
%/5100,500,000 77T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2015

47. EVENTS AFTER THE END OF THE
REPORTING PERIOD (continued)

(b)

(continued)

Pursuant to the Second Share Subscription Agreement,
the Second Share Subscriber has conditionally agreed to
subscribe, in cash, for and the Company has conditionally
agreed to allot and issue 870,000,000 new shares at the
subscription price of HK$0.115 per subscription share in an
aggregate amount of HK$100,050,000.

The First Share Subscription and Second Share Subscription
were completed on 5 February 2016 and accordingly
1,740,000,000 subscription shares were issued at the
subscription price of HK$0.115 per subscription share.

On 1 February 2016, a wholly-owned subsidiary of the
Company, Joyous Raise Investments Limited, entered into
a sale and purchase agreement with an independent third
party, to acquire 9.5% of the issued share capital of Million
Fortune International Investment Limited (“Million Fortune”) at
a consideration of HK$61,750,000, which will be payable in
cash. Million Fortune indirectly holds 90% equity interest in
Qingdao Guojin Precious Metal Exchange Centre Company
Limited, a company incorporated in the PRC which
headquartered in Qingdao, Shandong Province, the PRC
and is primarily engaged in the provision of online platform
for trading and deferred spot delivery services of precious
metals mainly being silver and copper, and other associated
services including transaction settlement management,
commodity delivery management and related consulting
services to customers nationwide in the PRC. The acquisition
was completed on 19 February 2016.

48. APPROVAL OF FINANCIAL STATEMENTS

These consolidated financial statements were approved and

authorised for issue by the Board of Directors on 22 March 2016.
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SUMMARY OF FINANCIAL INFORMATION

MBEREE

A summary of the results and assets and liabilities of the Group for each

AEELEMBRESHRcEENREER

of the five financial periods is as follows: BEMENT :
RESULTS 4
Period from
1 July
Year ended 201210 Year ended Year ended Year ended
30June  31December 31 December 31 December 31 December
2012 2012 2013 2014 2015
—E-—F
+tA—HZE =Y EES BZ
Y —E—— —E-=F —TF —E-REF
e 3 +=H +=HA +=A +=HR
~NA=TH =+—H =—E == =t—H
HFE HAfE EFE HEE LFE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
THL THT THT THT TR
CONTINUING OPERATIONS (Restated) (Restated) (Restated) (Restated)
BELEER (fe=31) EEl)) §El)) (g E=5)
Revenue Wgx 563,529 297,441 227,539 47,338 34,679
Profit/(loss) before taxation BEANER/ (B8) 188,105 (27,336) (1,013,928) (640,227) (313,964)
Income tax expense/(credi) A/ (%) (14,052) (8,716) (16,698) (400) 1,391
Profit/(loss) for the period/year from  H8,/ERi%F],/ (E518)
continuing operations 174,053 (36,052) (1,030,626) (640,627) (312,573)
DISCONTINUED OPERATIONS AR5
Loss for the period/year from RERIEEEB S/
discontinued operations FABE (21,149 37,214 (10,933) (132,348) (148,286)
Profit/(loss) for the period/year 8/ FREH/ (F8) 152,904 1,162 (1,041,559) (772,975) (460,859)
Attributed to: Hep:
Owners of the Company ViUNGIE 2 DN 152,904 1,162 (1,039,559) (768,322) (452,094)
Non-controlling interests FERERER = — (2,000) (4,653) (8,765)
152,004 1,162 (1,041,559) (772,975) (460,859)
Basic earnings/(loss) per share SREARF/ (F8B)
(HK cents) (L) 6.12 0.04 (32.15) (22.33) (10.17)
Diluted earnings/(loss) per share BREERT/ (BE)
(HK cents) (1) 6.12 0.04 (32.15) (22.33) (10.17)
2015 FF 5 ERHEERERA A
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SUMMARY OF FINANCIAL INFORMATION

MBEREE

ASSETS AND LIABILITIES EERERE
As at As at As at As at As at
30June 31 December 31 December 31 December 31 December
2012 2012 2013 2014 2015
RZE——F RIZT—=F RIT-NF RZE-1F
R-Z——F +=A =k +=A +=A
~NA=TH =—E =1—E =—E =t-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THT THET THT THER
Non-current assets ERBEE 1,206,635 1,273,729 564,847 242,862 159,646
Current assets MEBBEE 1,151,490 639,108 1,182,368 639,166 308,948
Disposal group classified as PEARELEL
held for sale HEEE - 581,152 171,678 = 254,362
Current liabilties nBBE (338,293) (180,358) (705,992) (497,881) (467,893)
Liabilities directly associated with HHEEE
the disposal group ERABEE - (48,048) - - (64,246)
Non-current liabilities FERBEE (75,770) (225,679) (76,098) (76,406) (63,748)
Net assets BEFE 1,944,062 2,039,904 1,136,803 357,741 127,069
Equity attributable to owners KRREBA
of the Company Bl 1,944,062 2,039,904 1,111,111 336,702 67,382
Non-controling interests JEER R R A - - 25,692 21,039 59,687
Total equity BnBH 1,944,062 2,039,904 1,136,803 357,741 127,069

Heng Xin China Holdings Limited Annual Report 2015
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