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

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

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

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 of National Arts Entertainment and Culture Group Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange for the purpose of giving information with regard to the Company. The
directors of the Company, 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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CHAIRMAN
EE R E

Dear Shareholders,

On behalf of the board of directors (the “Board”) of
National Arts Entertainment and Culture Group Limited
(the “Company”), | am pleased to present to you the
2015 annual report of the Company and its subsidiaries
(collectively the “Group”).

During the year 2015 the Group continued to adopt the
developmental strategy of consolidating its cultural and
entertaining businesses for the sake of becoming an omni-
bearing conglomerate in the culture and entertainment
industry and it has been actively devoting resources on the
development of the Xigiao National Arts Film Studio and
National Arts Resort Hotel (collectively the “Xigiao National
Arts Film Studio Project”).

The National Arts Resort Hotel (the “Hotel”) and Xigiao
National Arts Film Studio (the “Studio”) were officially
opened in the second half year of 2015 respectively and
a series of characterised theme parties and carnivals
were held in the Studio to boost the amount of visitors.
Significant revenues were generated from the events
and a great amount of media exposures was obtained.
Recognizing the high potentiality of the Xigiao National
Arts Film Studio Project, in April 2015, the Group has
acquired a parcel of land located close to Huanshan
Road, Xigiao Town (the “Land’), for further developing the
Studio including but not limited to its shooting base, hostel
and other recreation facilities. To further support filming
crews shooting in the Studio, the Group has entered into
a rental agreement, taking the role of rental agent, with
a well-known company renting film shooting equipment.
The Group believes that with a plenty of scenic spots
and supportive equipments, different productions of
films, advertisement and movies can be comprehensively
supported which attracts production crews from all over
the world to shoot in the Studio.

In light of the foreseeable significant return of investment
from the Xigiao National Arts Film Studio Project, film
production and cinema business, the Group has been
searching large scale online platform for cooperation to
promote the Studio and launch the Group’s film products
online. Besides, as an extension of the Xigiao National
Arts Film Studio Project, the Group has been dedicating
to infuse complexities into a series of development on the
Land by ways of (i) development of indoor film studios; (ii)
further development of film shooting base; (i) development
of other recreation facilities; and (iv) development and
operation of hostel.
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As a matter of fact, the PRC film industry has been
remaining at a stage of rapid growth with the box
office receipts reaching RMB44.07 billion (equivalent to
approximately HK$52.70 billion) in 2015, representing an
increase of 48.7% from 2014, and the total tourism revenue
in Guangdong province amounting to RMB1,036.5 billion
(equivalent to approximately HK$1,239.54 billion) was
also the highest across the PRC in 2015, representing an
increase of 12.3% from 2014. With the boundless prospect
of the film industry, the Group strives to develop its cinema
business located in Zhuhai and upgrade the facilities in film
shooting base for other production crews. Looking ahead,
the Group will continuously make its every endeavor to
further develop the Studio and the well-facilitated Hotel,
with the vigorous support from the government towards the
development of the Studio’s infrastructure and earthworks.
The rapid growth of the Studio and continuous promotion
anticipated will make it one of the largest and the most
excellent equipped studios in the Guangdong Province.

On behalf of the Board, | would like to express my heartfelt
gratitude to our Shareholders for their continuing support.
Further, | would like to thank the Board members and the
entire workforce for their dedication and contributions. The
Group will be stepping into the phase of harvest and it will
further strengthen its core businesses and explore potential
business opportunities relating to its entertainment and
culture business.

Thank you for your support.

Sin Kwok Lam
Chairman and Non-executive Director

Hong Kong, 22 March 2016
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BUSINESS REVIEW

Xigiao National Arts Studio Project

Located in Foshan city, Guangdong province, the Group’s
Xigiao National Arts Studio Project has a total developed
land area of 444,000 square metres and is a unique studio
which incorporates tourism and recreational facilities such
as film shooting areas, theme parks, hotel and performing
arts complexes.

Xigiao National Arts Studio officially opened in October
2015. It is believed that the Studio will become one
of the hot tourist spots in Guangdong province which
could attract tourists and provide them with immersive
entertainment experience.

In connection with this, the Group entered an exclusive
selling agreement with a travel agency, which is a wholly-
owned subsidiary of a Hong Kong listed company,
to promote the travel packages and Greater China
packages of the National Arts Studio, and to promote
the wedding photo shooting area through the introduction
of National Arts Studio wedding photography, travel and
accommodation package in order to attract different
groups of customers.

Following the grand opening of the Studio, a series of
festival celebrations, mega events and concerts featuring
popular singers were held in the Studio, attracting a
considerable number of tourists and gaining a significant
level of media exposure. Several large events are under
progress which it is expected to pull in more visitors.
Besides, the National Arts Resort Hotel also came into
operation officially in November 2015. With the sound
accommodation service supporting, every customer can
enjoy a life-enhancing experience visiting the Studio.

Film Shooting Base

The film shooting base is the core project of the Xigiao
National Arts Studio Project and equips with the most
excellent and comprehensive ancillary facilities featuring the
most realistic and delicate details in the South China.

The film shooting base covers 374,000 square metres,
including a lake of 120,000 square metres.

A series of festival events were held in the Studio which
drew a significant number of visitors into the Studio.
Over 16,000 and 14,000 visitors were recorded in the
music carnival and the Halloween celebration respectively.
These mega events successfully raise the Studio’s brand
awareness and arouse a heated discussion in the city.

DISCUSSION AND ANALYSIS
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The shooting scenic spots have been completed and are
officially opened to production crews for leasing. Several
films and TV series were produced here by virtue of the
extensive choices, supreme geographical location and
multifunctional ancillary services of the shooting base.
On 11 January 2016, the Group has entered into a rental
agreement, taking the role of rental agent, with a well-
known company renting film shooting equipment. The
plentiful props, attires and high-tech shooting equipment
provided by the partner, coupled with advanced filming
supporting service and scenic spots of the Studio, are
expected to attract more medium and large size of
production crews. Furthermore, the Group is considering
inviting famous retail organizations to set up their
retail shops in the shooting base to provide necessary
commodities to guests.

Apart from that, a number of high-profile indoor fim studios
will be created to enrich the choices of scenic spots for
crews searching for indoor filming locations. The high-
profile studio has been commenced its construction in the
1st quarter of 2016.

With the full opening of the Studio and collaboration with
the above resourceful companies, it is believed that it will
generate a favorable income and bring substantial gain to
the Group as enormous synergistic effect will be created
and more tourists will be attracted.

Hotel

A 5-star hotel next to the Studio and facilitated from deluxe
suites to economic standard rooms to cater to tourists’
needs has been officially commenced its operation in
November 2015. The Hotel features a modern European
design with luxurious fabrics and hues of yellow and gold,
the suites are lavishly furnished with a collection of furniture
in grand design. The Group acts ahead in providing
thoughtful services to meet the needs of the guests such
as SPA, Business Centre, Modern Swimming Pool and
Shifter Kart which allow our guests to have a splashing
good time.

350 suites would be provided and it is one of the most
luxurious and distinctive hotels in the region. The Group
would seek opportunities to provide comprehensive
services with additional facilities to cater tourists’ needs.
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MANAGEMENT DISCUSSION AND ANALYSIS
B L W A Lo

Film Production

As to the film production segment, the Group made
cooperations with New Culture (¥731t) and Cayie Movie
& Video Communications Co. Inc (Sl Z & EE &) in the
production and distribution of Golden Brother (£ A 7]
LAg8) which is adapted from a novel. The production of
this inspiring movie was completed and was shown in
cinemas in Hong Kong and PRC in July and December
2014 respectively. Apart from that, the Group invested in
the productions of First of May (+-+5%) and Si Dang (3t
#). First of May was shown in cinemas which received
great feedbacks from the audience. And Si Dang is now
under progress which will shown in cinemas. It is believed
that it will generate a favorable income. To enhance
the film production process, the Group upgraded and
acquired more shooting equipments. Five micro films,
which were Daddy I'm So Sorry, Mommy Happy Birthday,
Hotel Ironwoman, Speedy Fighters and Conscience, were
produced at high quality with these advanced equipments.

Cinema

National Arts Films Production Limited (“NA Films”),
an indirectly wholly-owned subsidiary of the Group,
collaborated with its joint venture for the development
of cinema business in a large shopping mall in a
transportation hub area of Zhu Hai.

NA Films held 60% equity interest in the joint venture. The
cinema boasts eight screens and a total of more than 730
seats, and had commenced its operation since May 2014
which supports further comprehensive development of the
Group’s entertainment and culture business.

Artiste Management

Subsequent to the completion and commencement of
operation of the Studio, and with the huge market of
domestic movies, the Group will recruit more artists with
potential in the future to cope with the demands in the
vast market. Apart from the films produced by the Group,
our artists Rose Chan, Brian Yuen, Rachel Chau, Kitson
Shum, Lemon Yip and Marvel Chow will also perform and
participate in different shows and events. Besides, the
Group will identify suitable institutions for them to serve as
spokespersons and participate in advertising photography.
The Group will continue to recruit artists with potential and
expand the artiste management segment, hoping that it will
become one of the major income sources of the Group.
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Wedding Photography

The Group reached an agreement with a renowned
domestic wedding photography chain group in the fourth
quarter of 2013 to develop its new wedding photography
business. Through which, the Group leased the Studio with
an area of approximately 20 mu (13,333.33 square metres)
for a term of 12 years and the wedding photography
company invested RMB10 million for the construction of
scenic spots in different styles such as European, Korean
and Japanese styles and guarantee there will be at least
28,800 couples taking wedding photos in the scenic spots
per year. The annual income of this arrangement will be no
less than approximately RMB1.2 million starting from 2016.
According to figures by 2015, there were over 29,000 pairs
of couples took their wedding photos in the Studio during
the year as anticipated.

FUTURE PROSPECT

According to a statistics published by Renmin Wang,
the total tourism revenue in Guangdong province was
RMB1,036.5 billion (approximately HK$1,239.54 billion) in
2015 (2014: RMB922.7 billion), total visitors attained 360
million people which was the highest across the PRC and
representing an increase of 12.3% compared with the
previous year. The rank of Guangdong province in China
in terms of total tourism revenue was again the first this
year. The Group believes that its new tourist substance
and excellent ancillary facilities will become a bright point
of the tourism industry in Guangdong province.

The first phase of the Studio project was completed and
the second phase starts as originally planned and now
at the stage of generating feasibility report. To support
further development of the project, the Group has acquired
a piece of 368.33mu land in April 2015. While earthworks
of the land are nearly finished and other infrastructures
are successively being established with the help and
coordination of the Xigiao government, it is expected that
the Studio project will continue to enlarge its scope and
create more business opportunities.

As for the film production industry, according to the
statistics published by State Administration of Press,
Publication, Radio, Film and Television, the box office
receipts in Mainland China in 2015 reached RMB44.07
billion (equivalent to approximately HK$52.70 billion),
representing an increase of 48.7% from the previous year,
indicating that the PRC film industry remained at a stage
of rapid growth in 2015.
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MANAGEMENT DISCUSSION AND ANALYSIS
B L W A Lo

Seeing the opportunity in the growing movie and television
industry, other than traditional film products, the Group
will produce, promote and deliver new film products,
implementing an “Internet plus” strategy so as to utilize
more of the internet and information technology in the
productions. Furthermore, aiming to attract more filming
crews, 2—-3 high-profile studio will be built to satisfy the
needs of them to shooting indoor scenes. The existing cost
advantage, combining with extensive choices of shooting
studios and the partnership of renting film equipments,
will raise the Group’s competitiveness among the industry
and bargaining power in dealing with large scale media
platform.

FINANCIAL REVIEW

Results

During the year under review, the Group reported a revenue
of approximately HK$40 million, a increase of 162.4%
as compared to the turnover in previous year for the
continuing operations. The turnover was mainly attributable
to the business of film studio in the PRC, while part of the
revenue was generated from the film, artiste management
and event coordination business.

Film production cost for the year under review decreased
by approximately HK$2.24 million as the cost for the
current year’s film production decrease.

Staff costs for the vyear under review increase to
approximately HK$38.76 million from approximately
HK$28.67 million in previous year. An increase of
approximately HK$10.09 million in staff cost was mainly
due to the officially opened of hotel and film studio.

Finance costs for the year under review increased by
approximately HK$9.41 million by reason of the interest
charged of additional borrowings; interest payment of
Promissory Note and convertible bonds issued in 2015, as
part of consideration of the acquisition of Lux Unicorn Ltd.

Loss on fair value changes of investment properties for
the year under review was approximately HK$0.9 million,
which is arising from revaluation of the land and building
of the group owned properties.

For the year ended 31 December 2015, the Group
recorded a net loss of approximately HK$264.83 million
as compared to net loss of the preceding year of
approximately HK$148.91 million. During the year, the
Group incurred several non-cash flow expense items,
including but not limited to, amortisation of film products
and land lease prepayments which are amounted to
approximately HK$5.09 million and HK$10.17 million
respectively.
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Liquidity and Financial Resources RBHELRMBER
2015 2014
—E—AF —ZTE—HF
HK$’000 HK$'000
FERT FET
Current assets MEEE 69,507 52,392
Current liabilities B EE 602,443 402,127
Current ratio VOIS 11.5% 13.0%

Current ratio as at 31 December 2015 was 11.5% (2014:
13.0%). As at 31 December 2015, the Group’s total positive
cash and cash equivalents amounted to approximately
HK$4.36 million (2014: negative cash and cash equivalent
approximately HK$1.12 million).

The consolidated financial statements have been prepared
on a going concern basis which assumes the realisation of
assets and satisfaction of liabilities in the ordinary course of
business notwithstanding that the Group had consolidated
net current liabilities of approximately HK$532,936,000
(2014: approximately HK$349,735,000) and suffered loss
of approximately HK$264,834,000 for the year ended 31
December 2015 (2014: approximately HK$148,913,000).
The directors believe the existing amounts due to
shareholders of approximately HK$187,073,000 included
in the current liabilities at the end of the reporting period
could be successfully renewed on maturity date. The
management of the Group has also been taking active
steps to improve working capital of the Group by obtaining
further debt or equity financing. In addition, the major
shareholder, who is also the major convertible bond holder
of the Company, has undertaken to provide financial
support to the Group to meet its liabilities as they fall due
and to maintain the Group as a going concern for the next
twelve months by providing certain undrawn revolving loan
facilities amounting to HK$158,000,000, a revolving loan
amounting to HK$120,000,000 and a 1 year term loan
amounting to HK$40,000,000.

Taking into account of the presently available standby credit
facilities and the cash flow projections prepared by the
management with reference to the current business and
financing plans of the Group, the directors are of the view
that the Group has sufficient working capital for its present
requirements for the next twelve months from the end of the
reporting period and accordingly, the consolidated financial
statements have been prepared on a going concern basis.
Should the Group be unable to continue in business
going concern, adjustments would have to be mac
the value of assets and current liabilities re
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MANAGEMENT DISCUSSION AND ANALYSIS
B L W A Lo

Dividend

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

Capital Structure and Gearing Ratio

The shares of the Company were listed on GEM of the
Stock Exchange on 17 October 2002. The capital of
the Company comprises only ordinary shares. As at 31
December 2015, 3,331,722,816 ordinary shares were
issued and fully paid.

ke

EETEERNEBEEZE-_ZT—RAF+_AF=+—HIt
FEMNRBARE(ZZS—HE:|&) -

BARBRERILE

AREIROR_ET_F+A+tBEBRATAIZE
REM - ARBIRAEBEEBER R —AF
+Z—A=+—H  £B3,331,722,816 R ETRE T
A% T AR o

2015 2014

—®¥—-1fF —E-WEF
Amount Relative Amount Relative
&8 H ¥ Gkt Uik
HK$’000 % HK$'000 %

FTER FET

Bank overdrafts RITBEX 8,345 0.4% 8,524 0.5%
Loan from a related company — — & BBt A A 89 E 12,400 0.6% 12,400 0.7%
Loans from shareholders B E R 139,500 6.6% 44,240 2.7%
Borrowings BE 269,161 12.7% 161,600 10%
Bonds E% 273,970 13% 79,946 5%
Convertible bonds A E S 377,450 17.9% 206,642 12.9%
Promissory note A g 79,576 3.8% - 0%
Finance lease obligation B 15 B R 21,666 1% 19,249 1.2%
Total borrowings & K485 1,182,068 56% 532,601 33%
Equity #Eam 930,382 44% 1,072,474 67%
Total capital employed FriE AR ERNBT 2,112,450 100% 1,605,075 100%

The Group’s gearing ratio was approximately 56% as at
31 December 2015 (2014: 33%). If the bonds, convertible
bonds (liability component), promissory note and finance
lease obligation as stated above were to be excluded,
the underlying gearing ratio was 20.3% (2014: 14.1%). The
increase in the gearing ratio in current year was due to
increased loans from third parties and shareholders during
the year.
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Foreign Exchange Exposure

The Group’s reporting currency is expressed in Hong Kong
dollars. During the reporting period for the year ended
31 December 2015, most of the transactions, assets and
liabilities of the Group were denominated in Hong Kong
dollars and Renminbi. During the year, since the Group
had both Hong Kong dollars and Renminbi receipts and
payments, the net Renminbi exposure was not significant.
The Board considers that the Group’s exposure to foreign
exchange risk was not significant; therefore, no hedging
transaction was made during the year.

Capital Commitments

As at 31 December 2015, the Group had the following
capital commitments:
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2015 2014
—FE—-A1F —E—NE
HK$’000 HK$'000
TER FHE T

Contracted but not provided for: BERT#B R B
Construction of properties (note) Y E R (GE) 187,392 3,068
187,392 3,068

Authorised but not contracted for: Bt EEKRETA:
Construction of properties (note) M E®GE) 300,000 79,466

Notes: Capital commitment for construction of properties related i VERERNEARAYETYE RSB L B RS AR
to capital commitment for construction of film studio and ERBENERNAEER - BiIEAEBEEFEMHL
hotel in Foshan, the PRC. The authorised amount was M A RN EF N T B EHE 0 BARRIKE
approved by the directors of the Company according to ¥RABREEBNBECENTHEL SR -
the land lease agreements signed between the Group and EBRAAFEEIE -
the local authority in Foshan, the PRC, in relation to the
leasing of lands for development of tourism and related
entertainment business and hotel operations.

Future Plans for Substantial Investments or Capital EREABREHEEAMESESE

Assets

Other than those disclosed, the Group did not have any
plan for substantial investments or capital assets.

BREREN AEEYETAEAREXERE
BEE -



MANAGEMENT DISCUSSION AND ANALYSIS
B L W A Lo

Events After the Reporting Date

On 11 January 2016, the company enter into the rental
agreement with a well-known company renting film
shooting equipment, the company will be the rental agent
of the film shooting equipment and entitled to 22% of the
rental income of Equipment.

Contingent Liabilities

According to the land lease agreements signed between
the Group and the local authority in Foshan, the PRC, in
relation to the leasing of lands for development of tourism
and related entertainment business and hotel operations,
the Group shall invest no less than RMB600 million for
the projects or the Group is liable to pay RMB8 million
as damages to the local authority. The completion of
constructions and commencement of operations of the
projects shall be within three and four years respectively
from the signing of the lease agreements. Accordingly, the
conditions set out in the leasing agreements were achieved
during the year ended 31 December 2014.

According to the land lease agreements signed between
Lux Unicorn, the wholly-owned subsidiary of the Company
and the local authority in Foshan, the PRC, in relation to
the leasing of lands for development of tourism and related
entertainment business and hotel operations, the Group
shall invest no less than RMB300 million for the projects
or the Group is liable to pay RMB4 million as damages
to the local authority. The completion of constructions
and commencement of operations of the projects shall be
within three and four years respectively from the signing
of the lease agreements. The directors of the Company
are in the opinion that the conditions set out in the leasing
agreements could be achieved and no provision for liability
is necessary.

The completion of a major and connected transaction

A resolution proposed in the Special General Meeting (the
“SGM”) held on 10 April 2015 was duly passed by the
shareholders by way of poll and reference is made to the
circular issued by the Company on 23 March 2015. The
Group entered into the sale and purchase agreement to
purchase the entire issued share capital of Lux Unicorn
Limited and obtained the land use right with a total site
area of approximately 368.33 mu. The Group management
expected the development of those nearby areas would
bring along a new height of the Xigiao National Arts Studio
Project.
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In regard to the acquisition in accordance with the sale
and purchase agreement dated 22 December 2014,
promissory note 1 amounting to HK$80 million and
Convertible Bonds amounting to HK$300 million have been
issued to the Vendor or its nominee, while the remaining
HK$20 million promissory note 2 will only be issued subject
to the obtaining of the land use rights certificate in relation
to the No-Certificate Land. The land use rights certificate
have not been obtained on or before 31 December 2015,
the consideration shall be adjusted by reducing therefrom
on amount of HK$20 million, and in such event, promissory
note 2 shall be not be issued.

Employee and Remuneration Policy

As at 31 December 2015, the Group had a total of 444
(2014: 443) staff based in the PRC and Hong Kong.
The Group remunerates its employees based on their
performances, experiences and the prevailing industry
practices. In addition to basic salaries and mandatory
provident fund, staff benefits including medical coverage
scheme and share options are offered.

The Group has not experienced any significant problems
with its employees or disruption to its operation due to
labour disputes nor has it experienced any difficulties in
the recruitment and retention of experienced staff. The
Directors believe that the Group has a good working
relationship with its employees.
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EXECUTIVE DIRECTORS

Ms. Law Po Yee, aged 36, was appointed as the Vice
Chairperson of the Board on 26 October 2010, as an
Executive Director of the Company on 5 August 2010 and
as Chief Executive Officer and compliance officer of the
Company on 9 May 2011. Ms. Law obtains a master of
business in the University of Newcastle and has extensive
experience in entertainment, artiste management and film
production industries. Ms. Law also has years of banking
experience, specializing in risk management. Ms. Law is
the spouse of Mr. Sin.

Mr. Chow Kai Weng, aged 31, joined the Group in
January 2010. Mr. Chow holds a bachelor degree of
Business Administration with previous experiences in
media and financial industries. Mr. Chow was appointed
as Executive Director of the Company on 25 March 2011.

Ms. Sin Ho Yee, aged 31, joined the Group in March
2011. Ms. Sin obtained a diploma of Communication from
the Melbourne Institute of Business and Technology. Ms.
Sin was appointed as Executive Director of the Company
on 25 March 2011.

NON-EXECUTIVE DIRECTORS

Mr. Sin Kwok Lam, aged 58, was appointed as the
Chairman of the Board and an Executive Director of the
Company on 31 May 2010. Mr. Sin was re-designated
from an Executive Director to a Non-executive Director
in October 2010. Mr. Sin has over 20 years’ banking
experience in various departments including Internal Audit,
Finance, Risk Management and Business. Mr. Sin is an
associate member of the Chartered Institute of Banker,
and he holds a master degree in Business Administration
from Oklahoma City University, USA, a certified diploma in
Accounting and Finance from the Association of Chartered
Certified Accountants, a graduate diploma in Law Course
from City University, London, UK and a bachelor of Laws
(LL.B.) from Manchester Metropolitan University. Mr. Sin is
also the Chairman and an Executive Director of First Credit
Finance Group Limited (stock code: 8215).

AL DETAILS OF DIRECTORS
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Mr. Li Sin Hung Maxim, aged 45, holds a Bachelor’s
degree of Business Administration and Management (with
honours). He worked for Cathay Pacific Airways Limited
(“Cathay Pacific”) during the period from 1996 to 1998.
After his resignation from Cathay Pacific, Mr. Li continued
his education in Boston and started food and beverage
business and plastic resin trading business in the United
States of America. In 2000, Mr. Li returned to Hong Kong
and worked in The Hong Kong and Shanghai Banking
Corporation Limited, Federal Express Pacific Inc. and
Midland Holdings Limited. Mr. Li is a current holder of
Estate Agents Licence (Individual) and a Certified Paralegal
in Institute of Paralegals. Mr. Li was appointed as an
Executive Director of the Company in May 2009 and re-
designated to a Non-executive Director of the Company in
May 2011.

INDEPENDENT NON-
EXECUTIVE DIRECTORS

Mr. Chan Tin Lup Trevor, aged 56, has been in the
legal field for over 20 years. Mr. Chan received his
legal education in England where he was awarded the
Postgraduate Diploma in Laws (the Legal Practice Course)
from the University of Wolverhampton after he had obtained
the law degree from the University of London. Apart from
his law degree, he also obtained a bachelor degree in
Chinese literature and history. Before he commenced his
practice, Mr. Chan had worked with the Insolvency and
Criminal Litigation Sections of the Legal Aid Department
for 12 years. As for the public service, Mr. Chan was an
honorary chairman and legal adviser of the Urban Services
Staff Association (Tsuen Wan Welfare Section). Mr. Chan is
a general practice lawyer. He is also the Vice-Chairman of
Hong Kong Legal Professionals Association and the legal
adviser of Hong Kong Licence Consultants Association.
Mr. Chan is an Independent Non-executive Director of Sun
International Group Limited (Stock Code: 8029). Mr. Chan
was appointed as an Independent Non-executive Director
of the Company in May 2009.

ANNUAL REPORT 2015 =% —F4E i

FRAERE 455 BAIBTHRERKER
TEM - BR—NANAAREE-NNNEGERR
BEEMEBRAR(BEZEMED - TR EREHE
RMZEZE  FIERMEERE TREBREE
REBREBRHESER - FEER_TZEE
FROREBER GEBNEZRIT  Federal
Express Pacific Inc. xMidland HoldingsLimited 2=
AR BMERBEA)BROFE AR EEE
% A B 2R (Institute of Paralegals)H)4& R 78 /A2 B
[ (Certified Paralegal) e =R ER—_ZEZNFH A
BEER/RRRBNTESE  UR_E——FR AR
ERRRFIENITES °

B RATES

PRRILSCE - 5655 ' (B AR EEHBB20F - R
AERKBEEREZZ RBEBIREBRESEEZEMN
% BREBMHREZLEAEZENGEEZRTEX
BOEREBERRE) - N BAENBEFBEX
BRESELTEN - ERBERZEMUR - Mt
SRR AREDERAREREENEART =R
fRIE12F - EAKBREAE  MEEBRKEAES
MERAEHS(EERAD NEEEREREEZE
Ml e-MAEARABRELBEBNERN - BFHASR
AR EE ABEWHEEE E KHong Kong Licence
Consultants Association;% /2 B[ ° R £ 75 A K
i5 BB &R AR AR (7D AR5 8029) My ¥8 37 FE L
TEF BREER-_ZTNFRHAEZITARAF
B IFENITESE -

17



BIOGRAPHICAL DETAILS OF DIRECTORS
3 R

Mr. Chui Chi Yun Robert, aged 59, holds a Bachelor’s
degree in Commerce and is a practicing Certified Public
Accountant in Hong Kong. Mr. Chui is a fellow member
of the Hong Kong Institute of Certified Public Accountants
and The Chartered Association of Certified Accountants.
Mr. Chui is currently an Independent Non-executive
Director of Tse Sui Luen Jewellery (International) Limited
(Stock Code: 417), Wing Lee Property Investment Limited
(Stock Code: 864) and PPS International (Holdings) Limited
(Stock Code: 8201), a non-executive director of Addchance
Holdings Limited (Stock Code: 3344). He was an
Independent Non-executive Director of 21 Holdings Limited
(Stock Code: 1003) until his resignation in September 2011
and Aurum Pacific (China) Group Limited (Stock Code:
8148) until his resignation in March 2016. Mr. Chui was
appointed as an Independent Non-executive Director of the
Company in May 2009. He is now the Commissioner of
the Hong Kong Road Safety Patrol. Mr. Chui is a member
of the Road Safety Campaign Committee of the Road
Safety Council and is also a director of a number of private
companies and associations.

Prof. Wong Lung Tak, Patrick, B.B.S., J.P, aged
68, was appointed as an Independent Non-executive
Director of the Company in 2001 and is currently the
member of Audit Committee, Disclosure Committee,
Investment Advisory Committee, Nomination Committee
and Remuneration Committee of the Company. Prof. Wong
is a Practicing Certified Public Accountant. He is the
managing practicing director of Patrick Wong CPA Limited
and has over 40 years experience in the accountancy
profession. Prof. Wong obtained a Doctor of Philosophy
Degree in Business, and was awarded a Badge of Honour
in 1993 by the Queen of England. Prof. Wong has been
appointed as a Justice of the Peace since 1998 and was
awarded a Bronze Bauhinia Star (B.B.S.) in 2010 by The
Government of the Hong Kong Special Administrative
Region. Prof. Wong is currently an Independent Non-
Executive Director of China Precious Metal Resources
Holdings Co., Ltd.,, C C Land Holdings Limited, Water
Oasis Group Limited, Galaxy Entertainment Group
Limited, Guangzhou Baiyunshan Pharmaceutical Holdings
Company Limited (formerly Guangzhou Pharmaceutical
Company Limited), Real Nutriceutical Group Limited, Sino
Oil and Gas Holdings Limited, Winox Holdings Limited and
BAIC Motor Corporation Limited, all are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
He was also an Independent Non-Executive Director of
Excel Development (Holdings) Limited and resigned on 10
August 2015.

EXRICKRE 9% HEBELEN TABE
HESHAM EXEAET BTSN ERE
HFARSITMASHNEFRGE - ELEREAEH
ImBAERE (BB AR AT (RMOARSE - 417) « 5k Fiy
EXEEARAARMMNR 8640 RBEBIZRER
NE(BRHARIE: 8200 B IENTESTULER
EBARAR (MDA 3344) WIEHMITTEE - &
BT AR AT (BRMAR  1003) K BIFH
BEBEBERAR (MR 8148) B IEHITE
FNREE-T——FAAR-T—ANF=AH
T -BEEER - ZETAFERAEZETABART B
FPITES - HENATARBLEHEE - #
AERELPEEEDNLZEGRERLERENE
g8 ARTAZMILARTMEENES -

HESBER  ARMES  KF#LT 0 685 BT
TR -FRZERAAFBUIFATES  AHK
RARNFEZEZES WEZES REBMZAR
T RALZBERFMEZEENKE - EBIRIIH
XEAE - WARERESIAMEBEMERAFTN
BERAXEE NEAEXHAOZFLR-&
BEDEHEESEELEM IR - =F
RUERFELERS - BHER - NANNFEZ
TAAFMLT TR —ZFEFBERNTH
BEARRAZAEE HHXAATEEDE
BRERBRAR - PABEMIERARAR - BB
SEERQR RTREEHEBFR LA - BMNAE
BESERNHARAR (AIBEMNEXRNHAR
DA WmFEBRERAR  PEHRERBERAD
A BMEZERERARMILRAEBRODBERA
AINBYIRITES  ZFRRARTAMAEXR
SBRAR (BT LT - RIFBEE BT
BAERARNBIIFNTEETLIR_FT—AFN\A
THEE-



Mr. Li Kit Chee, aged 61, has more than 30 years’
experience in auditing, accounting and secretarial services.
Mr. Li holds a bachelor degree of social sciences (with
honours) in the University of Hong Kong. Mr. Li is also a
fellow member of The Chartered Association of Certified
Accountants. Mr. Li is a certified public accountant of the
Hong Kong Institute of Certified Public Accountants and a
managing director of Arthur Li, Yau & Lee C.P.A. Limited.
Mr. Li is a director of Cheong Yip Corporate Services
Limited, which is principally engaged in corporate service
related business. Mr. Li is also an Independent Non-
executive Director of Henry Group Holdings Limited (stock
code: 00859) and Tysan Holdings Limited (stock code:
00687), whose shares are listed on the Main Board of the
Stock Exchange. Immediately prior to his appointment as
an Independent Non-executive Director of the Company
in June 2014, Mr. Li was an Independent Non-executive
Director of First Credit Finance Group Limited whose
shares are listed on the GEM of the Stock Exchange (stock
code: 8215) until his resignation on May 2014.
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The board of directors (the “Board”) has pleasure in
presenting the directors’ report together with the audited
financial statements of National Arts Entertainment and
Culture Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) for the year ended
31 December 2015.

PRINCIPAL ACTIVITIES

The Company is principally engaged in investment holding.
The principal activities of the Group include film production
and distribution, the provision of management services to
artistes, event coordination and operations of film studio
and hotel.

The analysis of the principal activities and geographical
locations of the operations of the Group are set out in note
8 to the consolidated financial statements.

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 47 to 48.

No dividend was paid during the year. The Board does not
recommend the payment of a dividend for the year ended
31 December 2015 (2014: Nil).

FINANCIAL SUMMARY

A summary of the financial results and the assets, liabilities
and equity of the Group for the last five financial years is
set out on page 182.

PROPERTY, PLANT
AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in property, plant and equipment
and investment properties of the Group during the year
are set out in note 15 and note 16, respectively, to the
consolidated financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in
note 19 to the consolidated financial statements.
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SHARE CAPITAL AND
WARRANTS

Details of movements in share capital of the Company
during the year are set out in note 39 to the consolidated
financial statements.

Details of movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity and note 40 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company has approximately
HK$476.17 million reserves available for distribution to
shareholders (2014: approximately HK$540.84 million).

DIRECTORS

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

Chairman and Non-executive Director:
Mr. Sin Kwok Lam

Vice Chairperson and Executive Director and Chief

Executive Officer:
Ms. Law Po Yee

Executive Directors:
Mr. Chow Kai Weng
Ms. Sin Ho Yee

Non-executive Director:
Mr. Li Sin Hung Maxim

Independent Non-executive Directors:
Mr. Chan Tin Lup Trevor

Mr. Chui Chi Yun Robert

Prof. Wong Lung Tak Patrick

Mr. Li Kit Chee

In accordance with Bye-law 84 of the Bye-laws of the
Company, Mr. Chan Tin Lup Trevor, Mr. Chui Chi Yun
Robert and Prof. Wong Lung Tak Patrick shall retire and,
being eligible, offer themselves for re-election at the
forthcoming annual general meeting. All other directors
continue in office.
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DIRECTORS’ SERVICE
CONTRACTS

Each of the Executive Directors and Non-executive
Directors of the Company has entered into a service
contract with the Company for a term of one year. The
service contract is terminable from either party by serving
a written notice to the other of not less than one calendar
month. Each Executive Director and Non-executive Director
is entitled to a basic salary and remuneration subject to
an annual revision by the Board.

Details of the directors’ fees or emolument payable to
Directors are set out in note 13 to the consolidated
financial statements.

Each of the Independent Non-executive Directors of the
Company has been appointed for a term of one year with
specific terms as stated in the letter of appointment. The
letter of appointment is terminable from either party by
serving a written notice to the other of not less than one
calendar month.

Save as disclosed above, none of the Directors being
proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any
of its subsidiaries which is not determinable by the Group
within one year without payment of compensation other
than statutory compensation.

INDEPENDENCE OF
INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each Independent
Non-executive Director an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing
Rules of The Stock Exchange of Hong Kong Limited
(the “GEM Listing Rules”). The Board considers all the
Independent Non-executive Directors of the Company are
independent.
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DIRECTORS" AND CHIEF
EXECUTIVES INTERESTS AND
SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2015, the interests and short positions
of the Directors and chief executive of the Company and
their respective associates 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 (the “SFO”) which were required to be
notified to the Company and The Stock Exchange of Hong
Kong Limited (the “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 which were required, pursuant to
section 352 of the SFO, to be entered in the register referred
to therein, or which were required, pursuant to Rules 5.46 to
5.67 of the GEM Listing Rules, to be notified to the Company
and the Exchange, were as follows:

1. Long Positions in the shares of the Company
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1. RE2IRBZER

Approximate
percentage of
the issued share

23

Interest in capital of the
controlled Company
Capacity/Nature Number of corporation EEXAT
Name of Directors of interest shares REER Total EBTEREZ
EEnE L Vg 113 BRZHE 2ASZHER @t maEStt
(a) The Company
(Ordinary shares of HK$0.1 each)
AAR (EREBEIBITZE @A)
Mr. Sin Kwok Lam (Note 1) Beneficial owner 683,473,000 - 683,473,000 20.51%
B S A (I RE1) BERBEAA
Interest of spouse 23,352,000 - 23,352,000 0.70%
[IRR R
Ms. Law Po Yee (Note 2) Beneficial owner 23,352,000 - 23,352,000 0.70%
BE R (MiE2) ERBEAA
Interest of spouse 683,473,000 - 683,473,000 20.51%
o BrEn
Note 1:  Mr. Sin and Ms. Law beneficially owned MisE1:  ERERBERZLTEZHAE706,8250008%

706,825,000 Shares, representing approximately R AEARRT B EITRAL21.21% ©
21.21% of the issued share capital of the RIR B 5 & B Edgefih 28 22 1+ O % &
Company. By virtue of SFO, Ms. Law, the spouse p 5

of Mr. Sin, was deemed to be interested in all
the Shares in which Mr. Sin was interested.

Note 2:

deemed or taken to be interested
of the SFO. v 4
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2. Rights to acquire shares in the Company 2. BEXATRGIERN
: ; ; A n 7 L 2L 2
i PostIPO Share Option Scheme L BARAERREBRESS
Number of share options*
BREYRE"
Outstanding
as at
As at 31 December
Exercise 1 January Granted  Exercised Lapsed 2015
price per 2015  during the during during the R-Z-ZF
Details of grantees Date of grant share*  Exercisable period R-F-E& year the year year T—A=+-8
N RHEH BRITHEE THEER -A-B EARE ERTE  ERER HRTE
(HKS)
(B)
Mr. Sin Kwok Lam 29 September 2010 289 29 September 2010 to 7,964,160 - - - 7,964,160
(Non-executive Director) ZZ-ZFEAAZTAR 2 September 2020
GEREEERTESR) ZZ-FFAAZTABE
—R-TFEARACA
Ms. Law Po Yee 29 September 2010 289 29 September 2010 to 3,982,080 - - - 3,982,080
(Executive Director) —T-FFEAA=+NA 2 September 2020
BERRL(BITES) ZZ-FFAAZTABE
“R-TFARACA
Mr. Chow Kai Weng 29 September 2010 289 29 September 2010 to 24,888 - - - 24,888
(Executive Director) —Z-FFAAZ+NA 2 September 2020
ARREE(HTES) ZZ-FFAAZTABE
“ER-TEAACA
Mr. Li Sin Hung Maxim 20 May 2010 338 20 May 2010 to 25,065 - - - 25,065
(Non-executive Director) —Z-ZFAAC-TA 19 May 2020
FRAREGERTES) —Z-TFRA-tAZ
ZZ-ZFERATHE
Mr. Chui Chi Yun, Robert 13 May 2010 366 13 May 2010 to 12 May 2020 33,292 - - - 33,292
(Independent Non-executive —T—ZFRA+=AH “Z-TFAA+=RAZ
Director) - S -5 b el =
EFCAE(BURHNES)
Mr. Chan Tin Lup, Trevor 20 May 2010 338 20 May 2010 to 33,420 - - - 33,420
(Independent Non-executive —ZF—Z4#HA-1H 19 May 2020
Director) —F-FFRA-TAZ
BRAUAE(BUENTES) ZE-Z2ERRTARE
Prof. Wong Lung Tak, Patrick 20 May 2010 3.38 20 May 2010 to 33,420 - - - 33,420
(Independent Non-executive —T—ZFFRA=1H 19 May 2020
Director) —Z-FFRA-TAZ

RERHR(BUNHTES) ZEIRERATAR



New Share Option Scheme
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i AEREHE

Number of share options*

SE AR

BRENE"
Outstanding as
Exercise As at at 31 December
price per 1 January Granted Exercised Lapsed 2015
share* 2015  during the  during the  duringthe RZF-EE
Details of grantees Date of grant HK  Exercisable period RZB-1F year year year t-R=t+-H
ARAFE REBH el fTEHR -A-8 ERRH ERfTE ERXR KT
(HKS)
(%71
Mr. Sin Kwok Lam 28 March 2011 7.62 28 March 2012 to 3,360,408 - - - 3,360,403
(Non-executive Director) ZE-—F=A-tN\B 27 March 2021
EEREEGERTES) ZE-ZHZAZTN\HE
TRC-FZACtHR
31 March 2012 559 31 March 2012 to 30 March 134,450 - - - 134,450
“Z--f=f=1+-H 2017
ZE-ZfZA=+-R%=%
—+#ZA=1H
Ms. Law Po Yee (Executive Director) 28 March 2011 762 28 March 2012 to 3,360,403 - - - 3,360,403
BERRL(UTES) ZZ-—EZfZtNR 27 March 2021
“F-—£Zf-tN\RE
ZEZ-FZR-+tH
31 March 2012 559 31 March 2012 to 134,450 - - - 134,450
—T--F=f=+-H 30 March 2017
ZZ-Zf=f=+-B%
ZE-tF=A=1R
Mr. Chow Kai Weng 28 March 2011 762 28 March 2012 to 58,807 - - - 58,807
(Executive Director) —T——FZF-+)\B 27 March 2021
ARREE@ITES) ZZ-ZF=F-t+)\RE
“Bo-FZA-tER
31 March 2012 559 31 March 2012 to 67,225 - - - 67,225
—T-Zf=f=+-H 30 March 2017
ZE-ZHZf=+-B%
ZE-tF=f=1A
Ms. Sin Ho Yee (Executive Director) 28 March 2011 762 28 March 2012 to 1,344,161 - - - 1,344,161
EREZT(ATES) —2-—-%ZA-1NA 27 March 2021
ZE-Z#ZAZTN\HE
“RC-FZACtER
31 March 2012 559 31 March 2012 to 50,419 - - - 50,419
“Z-—f=f=1-H 30 March 2017
ZEF-ZFZA=1-B2
ZE-+FZA=1H
Mr. Li Sin Hung Maxim 28 March 2011 762 28 March 2012 to 8,401 - - - 8,401
(Non-executive Director) —Z-—F=fA=tN\A 27 March 2021
FRARE(ERITES) “E--#Zf-tN\RE
ZEZ-FZR-+tH
31 March 2012 559 31 March 2012 to 16,806 - - - 16,806

ZE-CEZf=t-8

30 March 2017
—T--F=f=+-RHZ
ZE-tF=A=1R
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i New Share Option Scheme (Continued) i HERESE(E
Number of share options*
BREYE"
Outstanding as
As at at 31 December
Exercise 1 January Granted Exercised Lapsed 2015
price per 2015  during the  during the  duringthe R=F-EE
Details of grantees Date of grant share*  Exercisable period R-B-1% year year year +-RA=+-8
REAFE REAH BROER TREM -A-H FREH ERfTE EREHR R
(HKS)
(%71
Mr. Chui Chi Yun, Robert 28 March 2011 762 28 March 2012 to 33,604 - - - 33,604
(Independent Non-executve ~ =F——F=E=F/\A 27 March 2021
Director) ZT-ZF=fZTN\RE
EECAE(BUFNTES) ZE-F=AC1+AR
31 March 2012 559 31 March 2012 to 67,225 - - - 67,225
“Z--f=f=1+-H 30 March 2017
ZEF-ZFZA=1-B%
ZE-+FZA=1H
Mr. Chan Tin Lup, Trevor 28 March 2011 762 28 March 2012 to 33,604 - - - 33,604
(Independent Non-executive ~ —F——F=F=1/\H 27 March 2021
Director) —T-ZF=fA-TN\RE
RAUKE(BUENTES) ZE--FZR-+tH
31 March 2012 559 31 March 2012 to 67,225 - - - 67,225
—T--F=f=+-H 30 March 2017
—T-Zf=f=1+-RZ
ZE-tF=A=1R
Prof. Wong Lung Tak, Patrick 28 March 2011 762 28 March 2012 to 33,604 - - - 33,604
(Independent Non-executie ~ —E——F=E=+/\H 27 March 2021
Director) ZE-ZF-A-tN\BE
EREAR(BUFHNES) ZEC-5=A-t+tH
31 March 2012 559 81 March 2012 to 67225 - - - 67225
—T-Zf=f=+-H 30 March 2017
ZE-ZHZf=+-B%
ZE-tF=f=1A

Save as disclosed above, none of the Directors, Chief

B EXPREESN  RCE-RAF T A=+—RH "

Executive or their associates had, as at 31 December
2015, any interests or short positions in any shares,
underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part
XV of the SFO) which would have to be notified to the
Company and the Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such
provisions of the SFO), or which were required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, to be notified
to the Company and the Exchange.
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SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONSY’
INTERESTS AND SHORT
POSITIONS IN THE SHARES
AND UNDERLYING SHARES

As at 31 December 2015, the persons or corporations,
other than a director or chief executive of the Company,
who had interests or short positions in the shares and
underlying shares of the Company as recorded in the
register required to be kept under section 336 of Part XV
of the SFO or had otherwise been notified to the Company
were as follows:

1. Long Positions in the shares of the Company

ANNUAL REPORT 2015 =% —F4E i

B RN YN S &
B8 e Oy 2 HE 2% B IR A

RIE—RF+_A=+—H REAQRIZRE
F R EEGEXVIEIIEREFE 2 ELMAT
iR HARREEANE  THALTSEE(BRA
NAESZFHITHRBEINRART 2 &5 &R
MPEEEZIAR

1. RE2IRBZER

Approximate
percentage of the
issued share capital
of the Company

Name of shareholder Capacity No. of shares held EExaTE
BRESE S BARGYHE BITREAZBHESEL
Tse Young Lai Beneficial owner 563,547,600 16.91%

A RE BEmBEAA
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SHARE OPTION SCHEMES

Pursuant to a written resolution of the sole shareholder
of the Company dated 22 July 2002, the Company
conditionally adopted and approved Post-IPO Share Option
Scheme. The principal terms of which are set out in
Appendix IV to the prospectus of the Company dated 9
October 2002.

Pursuant to a resolution passed by the extraordinary
general meeting of the Company dated 29 September
2010, a new share option scheme (the “New Share Option
Scheme”) was adopted and the Post-IPO Share Option
Scheme was terminated. The principal terms of New Share
Option Scheme are set out in the circular of the Company
dated 6 September 2010.

Post-IPO Share Option Scheme

As at 31 December 2015, the share options to subscribe
for an aggregate of 12,096,325 shares of the Company
granted pursuant to the Post-IPO Share Option Scheme
were outstanding. The details of the Post-IPO Share Option
Scheme as at 31 December 2015 are set out as follows:

Jile B¢ B it 0

BEARBE—RER_ZT_F+A-+=HZ
EHERZBR - ARBERTBERA ML EET R
RlRBERENS - ARENEIZRIIREAR
TERECFTANBZARRBRERMEEMA -

REARBAR-_ZE-—ZEFAATHABITZERER
FRAEL@BBZARE  —AMNBRESS
(1378 A A At 81 ) B A% - T &R AFIHRARR B X
Rt BB AR L - AR Bl 2 T B IRRERA
RAMR-ZZ-—FFNLARNBELZBEHA -

BERARBRERRETS

R-Z—HAF+-A=+—8B BEEXIAHRBR
1% BE AR RE ST 811 1 °] RR BB KA B A $£12,096,325
Bz BRENAETE RZE—AF+=A
=+ —HAZERARBREBRESFBOT:

Number of share options*

EREHE"
Outstanding
as at
Exercise As at 31 December
price per 1 January Granted Exercised Lapsed 2015
Category of share* 2015 during the during during the MRZ-ZF—HEF
Participants #H& Date of grant NR=ZF—R%F year the year year +—A=+—H
2mANEH fTEE- RHEBH —A—B H£RRHE FRTHE FARXR i K 1T 1€
(HK$)
(% T)
Directors 3.66 13 May 2010 33,292 - - - 33,292
= —T-ZHFRA+=H
Directors 3.38 20 May 2010 91,905 - - - 91,905
% —E-TEAA-tA
Directors 2.89 29 September 2010 11,971,128 - - - 11,971,128
=% —E-ZEFAAZTAE
Total 12,096,325 - - - 12,096,325
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New Share Option Scheme

In accordance with the proposed resolution in annual
general meeting (the “AGM”) held on 29 June 2015, the
scheme limit on the grant of options under the New Share
Option Scheme and any other share option schemes of
the Company be refreshed to up to 288,838,948 Shares,
being 10% of the Shares in issue as at the AGM date
based on 2,888,389,483 Shares in issue (excluding share
options previously granted, outstanding, cancelled, lapsed
or exercised under the New Share Option Scheme)
(the “Refreshed Scheme Limit”); and the Directors are
authorized, at their absolute discretion, to grant share
options to subscribe for Shares within the Refreshed
Scheme Limit in accordance with the rules of the New
Share Option Scheme; to allot, issue and deal with the
Shares pursuant to the exercise of share options granted
under the New Share Option Scheme within the Refreshed
Scheme Limit; and to do such acts and execute such
documents for or incidental to implement the New Share
Option Scheme within the Refreshed Scheme Limit.

As at 31 December 2015, the share options to subscribe
for an aggregate of 8,838,012 shares of the Company
granted pursuant to the New Share Option Scheme were
outstanding. The details of the New Share Option Scheme
as at 31 December 2015 are set out as follows:
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Number of share options*

BRRENE
Outstanding
as at
Exercise As at 31 December
price per 1 January Granted Exercised Lapsed 2015
Category of share* 2015 during the during during the MZ=ZF—HF
Participants #I& Date of grant NR-F—ARE year the year year +=—H=+—H
2mA8E5 TEE REBH —HA—B8 SREH ZFRTHE FAREXI i K 1T fiE
(HK9)
(BT
Directors 7.62 28 March 2011 8,232,987 - - - 8,232,987
£F —ZT——F=ZA=+)/\H
Directors 5.59 31 March 2012 605,025 - - - 605,025
= —ET——#=ZA=+—H
Total 8,838,012 - - - 8,838,012

B
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DIRECTORS’ INTERESTS IN
CONTRACTS

No contracts of significance to which the Company or any
of its subsidiaries was a party and in which any Directors
of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year.

RETIREMENT BENEFITS
SCHEMES

Before 30 November 2000, the Group did not contribute
to any retirement benefit scheme for either its employees
or the Directors in Hong Kong. With effect from 1
December 2000, the Group had joined the Mandatory
Provident Fund Scheme under the rules and regulations
of the Mandatory Provident Fund Schemes Authority. The
Group’s employees in Hong Kong are required to join the
scheme. The Group has followed the minimum statutory
contribution requirement of 5% of eligible employees’
relevant aggregate income.

The Group’s subsidiary in the PRC, in compliance with
the applicable regulations of the PRC, participated in
social insurance schemes (including retirement benefit
scheme, medical insurance scheme and unemployment
benefit scheme) operated by the relevant local government
authorities. The Group is required to make contribution
to the social insurance schemes on behalf of employees
who are registered permanent residents in the PRC.
The insurance premium is borne by the Group and the
employees on a specified proportion of the employees’
salaries laid down under the relevant PRC law.

During the year, the employer’'s contributions to the
retirement benefit scheme charged to the consolidated
statement of comprehensive income amounted to
approximately HK$5,392,000 (2014: HK$3,791,000).

PURCHASE, SALE OR
REDEMPTION OF THE
COMPANY'’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year ended 31 December 2015.
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COMPETING INTERESTS

None of the Directors or management shareholders of the
Company (as defined in the GEM Listing Rules) or their
respective associates had any interest, whether directly or
indirectly, in a business which competes or may compete
with the business of the Group.

MAJOR SUPPLIERS AND
CUSTOMERS

The five largest customers of the Group accounted for
approximately 8.07% of the Group’s turnover for the year.
The Group’s largest customer accounted for approximately
2.68% of its turnover.

The five largest suppliers of the Group accounted for
approximately 68.06% of the Group’s purchases for
the year. The Group’s largest supplier accounted for
approximately 17.83% of its purchases.

Save as disclosed above, none of the Directors, their
respective associates nor shareholders (which to the
knowledge of the Directors owned more than 5% of the
Company’s issued share capital) had any beneficial interest
in the Group’s five largest customers or suppliers at any
time during the year.

CORPORATE GOVERNANCE

The Company has complied with all of the code provisions
as set out in the Code on Corporate Governance Practices
contained in Appendix 15 of the GEM Listing Rules
throughout the year ended 31 December 2015. Please
refer to the Corporate Governance Report on pages 33 to
44 for details.

MODEL CODE FOR DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiry of all Directors, all Directors confirmed that
they have complied with the required standard of dealings
and the code of conduct regarding securities transactions
by directors adopted by the Company throughout the year
ended 31 December 2015.
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AUDIT COMMITTEE

The Company has established an Audit Committee in 2002
which now comprises four Independent Non-executive
Directors, Mr. Chui Chi Yun Robert (Chairman), Mr. Chan
Tin Lup Trevor, Prof. Wong Lung Tak Patrick and Mr. Li Kit
Chee.

During the year, the Audit Committee has met four times
to review the Company’s annual reports and financial
statements, interim reports and quarterly reports and
discuss with the management over issues relating to
auditing, internal control and financial reporting. The Audit
Committee has reviewed the audited financial results of the
Group for the year ended 31 December 2015.

Please refer to the Corporate Governance Report on pages
33 to 44 for details.

AUDITOR

The consolidated financial statements for the year ended
31 December 2015 were audited by HLB Hodgson
Impey Cheng Limited (“HLB”) who will retire at the
forthcoming annual general meeting and, being eligible,
offer themselves for reappointment. A resolution for the re-
appointment of HLB as auditors of the Company is to be
proposed at the forthcoming annual general meeting.

On behalf of the Board

Law Po Yee
Chief Executive Officer

Hong Kong, 22 March 2016
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CORPORATE GOVERNANCE REPORT

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board
is pleased to present this corporate governance report for
the year ended 31 December 2015. This report highlights
the key corporate governance practices of the Company.

CORPORATE GOVERNANCE
PRACTICES

The Company is committed to maintaining a high standard
of corporate governance with sound and reasonable
corporate governance practices and procedures with an
aim of maximizing the Shareholders’ interests as well
as to enhancing the stakeholders’ transparency and
accountability. In this respect, to the best knowledge of the
Board, the Company has complied with all code provisions
set out in the Code on Corporate Governance (the “Code”)
contained in Appendix 15 of the GEM Listing Rules during
the year ended 31 December 2015.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings as set out
in Rules 5.48 to 5.67 of the GEM Listing Rules (the “Code
of Conduct”).

Specific enquiries have been made with all Directors of
the Company and each of them has confirmed that they
have complied with the required standard of dealings and
the code of conduct regarding securities transactions by
directors adopted by the Company throughout the year
ended 31 December 2015. No incident of non-compliance
was noted by the Company during the year.

BOARD OF DIRECTORS

Responsibilities and Delegation of the Board

The Board has a balanced composition of Executive and
Non-executive Directors which represents a mixture of
experts specializing in management, law, accounts and
finance. All Directors possess comprehensive qualifications
and experience as well as exposure to diversified industries
which are crucial to the growth of the Group.
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The Board is responsible for formulating the Group’s
business strategies, monitoring the financial performance
and internal controls of the Group’s operations, and
supervising the management to ensure thorough
implementation of the Group’s policies and effective
performance of their duties. It is also responsible for
collectively approving the appointment, removal or
reappointment of Board members and auditors and the
adoption of any changes in accounting policies and
practices, and reviewing the remuneration of the Directors.
Independent judgments and advices are effectively
exercised by the Board to the management of the
Company and objective decisions are made by the Board
to the best interests of the Company and all Shareholders.
Day-to-day operations of the Company and implementation
of business strategies are delegated to the management
with department heads responsible for different aspects of
the business who meet on a regular basis to review the
financial results and performance of the Group and make
financial and operational decisions for the implementation
of strategies and plans approved by the Board.

Board and Committees Meetings and Attendance

The Board is scheduled to meet at least four times each
year on a quarterly basis to discuss the Group’s business
development, operations and financial performance. Notice
is given to all Directors at least 14 days in advance for
all regular Board meetings. For additional Board meetings
which require discussion and resolution of significant
issues arising during the operation of the Company, notice
is given in a reasonable time in advance. According to
the GEM Listing Rules, any directors and their associates
who are considered to have conflict of interests or material
interests in the proposed transactions or issues to be
discussed in the Board meetings shall abstain from voting
on the relevant resolutions and are not to be counted in
the quorum at meetings.

A formal agenda is addressed to all Directors before each
Board meeting. To enable the Directors to make informed
decisions, Board papers together with all appropriate and
relevant materials and information in relation to the matters
to be discussed and considered at the Board meeting are
sent to all Directors. Proper minutes of Board meetings
are kept by the Company Secretary of the Company. Draft
minutes are normally circulated to Directors for comments
and records respectively within a reasonable time after
each meeting and the final version is open for inspection
on reasonable notice by any director.
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The attendance record of each Director at Board meetings, NEBE-_Z-—AF+-_A=1t—HIFE &=
remuneration committee meetings, audit committee TEEFEee% FWEEeeE BXEET
meetings, nomination committee meetings and general g RBAZEEgHLABREARGZEERIN
meetings during the year ended 31 December 2015 is set T~
out in the following table:
Remuneration Audit Nomination
Board Committee Committee Committee General
Name of Directors Meeting Meeting Meeting Meeting Meeting
EEE FWNEBEE BZZES REEZEE

EEER o f-] o o f-] g% BREXE
Number of meetings held BITEHRARE 4 2 4 1 2
Number of meetings attended/ R

Number of meetings held BITEHRHK
Executive Directors BITEE
Law Po Yee (Vice Chairperson) RER (B ERE) 4/4 - - - 1/2
Chow Kai Weng IElES 4/4 - - - 1/2
Sin Ho Yee SRR 4/4 - - - 1/2
Non-executive Directors FPTES
Sin Kwok Lam (Chairman) BB (FE) 4/4 - - 11 1/2
Li Sin Hung Maxim 09 4/4 - - - 2/2
Independent Non-executive Directors BIIFHITEE
Chan Tin Lup Trevor P& K 32 4/4 2/2 4/4 11 2/2
Chui Chi Yun Robert EEC 3/4 1/2 3/4 - 2/2
Wong Lung Tak Patrick wHRER 4/4 2/2 4/4 1/1 1/2
Li Kit Chee FHZ 4/4 2/2 4/4 11 2/2
Biographical details of each of the Directors are set out in EEFENREFBERARAINFREICEZI0EM[E
the section headed “Biographical Details of Directors” from EBRE]—f0 -

page 16 to 19 of this annual report.
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The Company has complied with Rules 5.05(1) and (2), and
5.05A of the GEM Listing Rules that the Board includes
at least three Independent Non-executive Directors, which
represents at least one-third of the Board; and at least
one of the Independent Non-executive Directors who has
the appropriate professional qualifications or accounting
or related financial management expertise. To the best
knowledge of the Board, there is no financial, business
and family relationships among Board members except that
Ms. Law Po Yee is the spouse of Mr. Sin Kwok Lam and
Ms. Sin Ho Yee is the daughter of Mr. Sin Kwok Lam. The
Company has also received, from each of the Independent
Non-executive Directors, an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing
Rules and considers them to be independent.

Chairman and Chief Executive Officer

The roles of the Chairman and the Chief Executive Officer
are held separately by two different individuals to ensure a
clear division between their respective independence and
accountability and to maintain a balance of power and
authority. The Chairman of the Company, Mr. Sin Kwok
Lam, is responsible for formulating the long-term strategies
of the Company and overseeing its overall business
development.

The Chief Executive Officer of the Company, Ms. Law Po
Yee, focuses on implementing the Company’s business
strategies and policies approved and delegated by
the Board and overseeing the Company’s day-to-day
operations.

Non-executive Directors

Under code provision A.4.1 of Appendix 15 to the GEM
Listing Rules, Non-executive Directors should be appointed
for a specific term and subject to re-election. Each of the
existing Non-executive Directors has been appointed by the
Company for a specific term of one year and are subject
to retirement by rotation in accordance with the Bye-laws
of the Company.
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Directors’ Continuing Professional Development EENHESERR

Directors’ training is an ongoing process and all Directors ESRERXEY *RESFHEEBNEHEET
are continually updated on developments in the statutory REBHENZFER UREBEASEEHZEED
and regulatory regime and changes in the business ¥R RMBBEE( U EBITHRNAIER
and market environment in which the Group operates ETRAREEENREE THBRERER -

to facilitate the discharge of their responsibilities and
obligations under the GEM Listing Rules and relevant
statutory requirements.

To ensure that all Directors’ contribution to the Board RERZBEFURAESTSHRLANBERABDY
remain informed and relevant, Directors are encouraged to RECBMEBMEES2NAEHEIIRE B8
attend relevant training courses at the Company’s expense FAHRARBREZS  FIBEEHASFRARARE
and are required to provide the Company with his annual EF I8 -

training record.

For the year ended 31 December 2015, all Directors have (EZT-AF AT —HLFE 2RES
participated in the continuous professional developments in HELUEBEETEELRTEN ESZRK
relation to regulatory updates, duties and responsibilities of HBENAEBER 2 HETERRGEY - F15
the Directors and the business of the Group in the following m
manner:
Name of Directors Types of Training
EEHA 3 2l 8 Bl
Executive Directors BITEE
Law Po Yee (Vice Chairperson) BER(BEE) A/B
Chow Kai Weng B R & A/B
Sin Ho Yee b K A/B
Non-executive Directors EHITESE
Sin Kwok Lam (Chairman) BB (EE) A/B
Li Sin Hung Maxim Ex P A/B
Independent Non-executive Directors BIAFRTESE
Chan Tin Lup Trevor N A/B
Chui Chi Yun Robert oy A/B
Wong Lung Tak Patrick HEEE A/B
Li Kit Chee X A/B
A Attending internal briefing session in relating to corporate A Z2MBHECEERONITBEHRSS

governance

B: Reading materials in relation to regulatory update B: HEFHEEFEZ&EFALNEH
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Appointment, Re-election and Removal of Directors

The Board is responsible for the appointment of any
potential new directors and the nomination of directors
for re-election by Shareholders at the annual general
meeting of the Company (the “AGM”). In accordance with,
the articles of association of the Company (“‘Articles of
Association”) and the Bye-laws of the Company (the “Bye-
laws”) the Directors shall have the power from time to time
and at any time to appoint any person as a director either
to fill a casual vacancy on the Board or as an addition to
the existing Board, whom is subject to retirement and re-
election at the first AGM after his appointment.

All Executive Directors and non-executive Directors are
engaged on service contracts with the Company for a term
of one year.

The Company has also issued a letter of appointment to
each of the Independent Non-executive Directors for a term
of one year subject to retirement, re-election and removal
in accordance with the Article of Association and Bye-laws.

In accordance with Article of Association and, Article 83(2)
of the Bye-laws, any Director appointed by the Board to
fill a casual vacancy shall hold office until the first general
meeting of Shareholders after his appointment and be
subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board
shall hold office only until the next following AGM and shall
then be eligible for re-election.

With pursuant to Article of Association and, Articles 84(1)
and 84(2) of the Bye-laws, at each AGM one third of the
Directors for the time being shall retire from office by
rotation, provided that every director shall be subject to
retirement by rotation at least once every three years. Such
retiring Directors shall be eligible for re-election and shall
continue to act as a Director throughout the meeting at
which he retires.

Directors’ insurance

The Company has arranged appropriate insurance cover
in respect of legal action against the Directors.
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BOARD COMMITTEES

Remuneration Committee

The Remuneration Committee of the Company (the
“Remuneration Committee”) was established in 2005 with
its written terms of reference in compliance with the CG
Code set out in Appendix 15 of the GEM Listing Rules.
The Remuneration Committee currently comprises four
Independent Non-executive Directors, being Mr. Chui Chi
Yun Robert, Mr. Chan Tin Lup Trevor, Prof. Wong Lung
Tak Patrick and Mr. Li Kit Chee. Mr. Chui Chi Yun Robert
is the Chairman of the Remuneration Committee.

The major responsibilities of the Remuneration Committee
include: (i) reviewing and recommending to the Board
on the overall remuneration policy and structure relating
to all Directors and senior management of the Company
and to establish a formal and transparent procedure for
developing such remuneration policy; (i) reviewing and
determining the remuneration packages of individual
Executive Directors and senior management including
benefits in kind, pension rights and compensation
payments and, (i) ensuring that none of the Directors
or their associates will involve in deciding his own
remuneration.

The Remuneration Committee held 2 meeting during the
year ended 31 December 2015 and the attendance record
of these meetings is set out in the paragraph headlined
“Board and Committees Meetings and Attendance” under
the section headed “Corporate Governance Report” on
pages 34 to 36 of this annual report.

During the year ended 31 December 2015, the
Remuneration Committee has met to review and determine
the overall remuneration policy and structure: and make
recommendations to the Board on the remuneration
packages of individual Executive Directors and senior
management in assessing their performance; and approve
the relevant terms of Executive Directors’ service contracts,
save for the relevant issues as required.
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Audit Committee

The Audit Committee of the Company (the “Audit
Committee”) was established in 2002 with its written
terms of reference in compliance with the CG Code as
set out in Appendix 15 of the GEM Listing Rules. The
Audit Committee currently comprises four Independent
Non-executive Directors, being Mr. Chui Chi Yun
Robert, Mr. Chan Tin Lup Trevor, Prof. Wong Lung Tak
Patrick and Mr. Li Kit Chee. The Chairman of the Audit
Committee is Mr. Chui Chi Yun Robert. The Company
has complied with Rule 5.28 of the GEM Listing Rules
that the Audit Committee comprises a minimum of three
Non-executive Directors, at least one of whom is an
Independent Non-executive Director with appropriate
professional qualifications or accounting or related financial
management expertise; and chaired by an Independent
Non-executive Director.

The primary duties of the Audit Committee are mainly
(i) to review the financial information of the Group such
as annual, half-yearly and quarterly results prior to
making recommendations to the Board for approval; (ii)
to review and monitor financial reporting principles and
practices and internal control procedures of the Group;
and (i) to recommend to the Board on the appointment,
reappointment or removal of external auditors.

The Audit Committee held 4 meetings during the year
ended 31 December 2015 and the attendance record
of these meetings is set out in the paragraph headlined
“Board and Committees Meetings and Attendance” under
the section headed “Corporate Governance Report” on
pages 34 to 36 of this annual report.

During the year ended 31 December 2015, the Audit
Committee has met to review the Group’s annual, half-
yearly and quarterly results: the Company’s finance
reporting system and internal control procedures; and
discussed the internal control system with the management
has performed its duty to have an effective internal audit
function and risk management. The committee has, save
for the relevant issues as required, made recommendations
to the Board after reviewing the scope of services offered
on the reappointment of the external auditor and to
approve the remuneration and terms of engagement of the
external auditor.

Nomination Committee

The Nomination Committee of the Company (the
“Nomination Committee”) was established in 2012 with
its written terms of reference in compliance with the CG
code set out in Appendix 15 to the GEM Listing Rules.
The Nomination Committee currently comprises one Non-
executive Director and three Independent Non-executive
Directors, being Mr. Sin Kwok Lam, Mr. Chan Tin Lup
Trevor, Prof. Wong Lung Tak Patrick and Mr Li Kit Chee.
The Chairman of the Nomination Committee is Mr. Sin
Kwok Lam, a Non-executive Director.
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The primary functions of the Nomination Committee are
mainly (i) to review the structure, size and composition
(including the skills, knowledge and experience) of the
Board and make recommendations to the Board regarding
the identification of suitable, qualified individuals for
selection and appointment as Directors; (i) to assess the
independence of Independent Non-executive Directors
of the Company; and (iiij to make recommendations to
the Board on the appointment, re-appointment or re-
designation of, and succession planning for, Directors, in
particular the Chairman and the Chief Executive Officer.

The Nomination Committee held 1 meeting during the
year ended 31 December 2015 and the attendance record
of these meetings is set out in the paragraph headlined
“Board and Committees Meetings and Attendance” under
the section headed “Corporate Governance Report” on
pages 34 to 36 of this annual report.

During the year ended 31 December 2015, the Nomination
Committee has assessed and reviewed the structure, size
and composition of the Board, as well as the independence
of Independent Non-executive Directors. The Nomination
Committee has save for the the relevant issues as required
to, made recommendations to the Board on the retirement
and re-election of Directors in particular the Chairman and
the Chief Executive Officer.

The Company has adopted a board diversity policy in
September 2013 concerning diversity of the Board. The
company aims to build an maintain a Board with a diversity
of Directors, in terms of a number of factors, including but
not limited to skills, gender, age, cultural and educational
background or professional experience of Directors. The
nomination committee will discuss and agree annually
measurable objectives for implementing diversity on the
Board and recommend them to the Board for adoption.
The nomination committee will review the policy on a
regular basis and will discuss any revision that may be
required, and recommend any proposed changed to the
Board for approval.

CORPORATE GOVERNANCE
FUNCTIONS

The corporate governance functions performed by the
Board of Directors include: (i) formulating and reviewing
the corporate governance policies and practices of the
Company; (i) reviewing and monitoring the training and
continuous professional development of Directors and
the senior management; (iii) reviewing and monitoring the
policies and practices of the Company in compliance
with the relevant laws and regulatory requirements; and
(iv) reviewing the compliance with the Code of Corporate
Governance by the Company and the disclosure in
Corporate Governance Report.
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DIRECTORS" RESPONSIBILITIES
FOR FINANCIAL REPORTING
IN RESPECT OF THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the
financial statements for each financial year to give a
true and fair view of the state of affairs of the Group. In
preparing the financial statements for the year ended 31
December 2015, the Directors have consistently selected
and applied appropriate accounting policies and standards,
made judgments and estimates that are prudent, fair and
reasonable, and prepared the financial statements on a
going concern basis.

The statement of the external auditor of the Company
regarding its reporting responsibilities on the financial
statements is set out in the Independent Auditor’s Report
on pages 45 to 46 of this annual report.

COMPANY SECRETARY

The Group has engaged an external service provider as
its Company Secretary. The external service provider can
contact the Company’s Executive Director, Mr. Chow Kai
Weng for any company secretarial affairs.

AUDITOR'S REMUNERATION

The fees in relation to the audit for the financial year ended
31 December 2015 provided by HLB Hodgson Impey
Cheng Limited, the external auditors of the Company,
amounted to HK$530,000. In addition, an approximately
HK$389,000 was charged for non-audit services.

INTERNAL CONTROL

The Board has overall responsibility for maintaining an
adequate and effective internal control system of the
Company to safeguard the Shareholders’ interests and the
Company’s assets. In order to maintain a sound internal
control system, the Company has adopted and maintained
stringent internal control procedures. The internal control
system is designed to provide reasonable assurance
against misappropriate use of the Group’s assets and to
manage the Group’s operational system in an efficient
manner.

The Company regularly evaluates the internal control
procedures to assess its effectiveness and prevent and
detect any procedural failure or deficiency of the internal
control system. All relevant financial, operational and
compliance controls functions of the Company are also
reviewed.
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CONSTITUTIONAL
DOCUMENTS

There is no any changes in the Company’s constitutional
documents during the year ended 31 December 2015.

COMMUNICATIONS WITH
SHAREHOLDERS AND
INVESTOR RELATIONS

The Board is committed to maintaining an ongoing and
transparent communication with all Shareholders which
enables Shareholders and investors to make the best
investment decision and to have better understanding
on the Group’s business performance and strategies.
The Board also believes that it is vital for developing
and maintaining continuing investor relations with the
Company’s potential and existing investors.

The Company maintains a website at “www.nationalarts.
hk” as a communication platform with Shareholders and
investors, where the Group’s business developments and
operations, financial information, corporate governance
practices and other information are available for public
access.

The Board considers general meetings of the Company as
an important channel for Shareholders to exchange views
with the Board and will endeavor to be available at the
meetings to answer any questions raised by Shareholders.

SHAREHOLDERS’ RIGHTS

It is the Company’s responsibility to ensure Shareholders’
interest. To do so, the Company maintains on-going
dialogues with Shareholders and encourage their
participation in the AGM or other general meetings. Notice
of meeting containing agenda, proposed resolutions and
postal voting form are sent to registered Shareholders by
post. All registered Shareholders are entitled to attend
annual and extraordinary general meetings, provided that
their shares have been recorded in the register of members
of the Company.
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According to the Article of Association and the Bye-laws of
the Company, any one or more Shareholders holding at the
date of deposit of the requisition not less than one-tenth
of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or
the Secretary of the Company, to require a special general
meeting (“SGM”) to be called by the Board, provided
that such requisition properly states the object(s) of the
meeting, be signed by the requisitionist(s) and deposited
at the registered office of the Company for attention of the
Company Secretary, and be verified with and confirmed
by the Company’s share registrar that such requisition is
proper and in order.

The SGM shall be held within 2 months after the deposit
of such requisition. If within 21 days of such deposit the
Board fails to proceed to convene such meeting, the
requisitionist(s) or any of them representing more than
one-half of their total voting rights may do so, but any
SGM so convened shall not be held after the expiration
of 3 months from the date of deposit of the requisition. A
meeting convened by the requisitionist(s) shall be convened
in the same manner as if the meeting was convened by
the Board.

Pursuant to the Bermuda Companies Act 1981, either
any number of registered Shareholders holding not less
than one-twentieth (5%) of the paid-up capital of the
Company carrying the right of voting at general meetings
of the Company (“Requisitionists”), or not less than 100
registered Shareholders, can request the Company in
writing to (i) provide Shareholders entitled to receive notice
of the next general meeting with notice of any resolution(s)
which may properly be moved and is intended to be moved
at that meeting; and (i) circulate to Shareholders entitled
to have notice of any general meetings any statement(s)
in not more than 1,000 words with respect to the matter
referred to in any proposed resolutions or other businesses
to be dealt with at that meeting. A requisition signed by
all the Requisitionist(s) with a sum sufficient to meet the
Company’s relevant expenses shall be deposited at the
registered office of the Company not less than six weeks
in case of a requisition requiring a notice of resolution(s) or
not less than one week in the case of any other requisitions
before the meeting. If an AGM is called for on a date six
weeks or less after the deposit of such requisition, such
requisition, though not deposited within the required time
period, shall be deemed to have been properly deposited
for the purpose thereof.

Enquiries from Shareholders

Shareholders’ enquiries regarding their shareholdings
should be directed to the Company’s branch share registrar
in Hong Kong, Tricor Secretaries Limited. Other enquiries
from Shareholders can be directed to the Company whose
contact details are shown on page 2 of this Annual Report.
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INDEPENDENT AUDITORS" REPORT

HL

TO THE SHAREHOLDERS OF NATIONAL ARTS
ENTERTAINMENT AND CULTURE GROUP LIMITED
(Incorporated in the Cayman Islands and continued in
Bermuda with limited liability)

We have audited the consolidated financial statements of
National Arts Entertainment and Culture Group Limited (the
“Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 47 to 181, 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.

AUDITORS RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. This
report is made solely to you, as a body, in accordance with
section 90 of the Company Act of Bermuda, 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.
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INDEPENDENT AUDITORS’ REPORT
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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 auditors’ 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 auditors
consider 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 audit
opinion.

OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the financial position of the Group
as at 31 December 2015, and of the Group’s 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.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hui Chun Keung, David
Practising Certificate Number: P05447

Hong Kong, 22 March 2016

o 5 % 4 S AL SR A R A

BRI TIES RAITIE FF AERIG B4R & BE S 3R & P
HUBLBEBEFTHEHNEZRE - IEANE
Frin iz SEm e #I B - SR R RGP R g
HEAMBREFEENERRANER - KT
MZERRE  ZBMEEZEEZAARUEE
iR R AER B E M A F # S BRAE B 7 ) RF B2
7 AR ESERERNEZEF  BXLIEF
ZRRNBEZENKABERER - B TLETERE
HAEEEMEANEABRREEAE  kAfEL
MGttt alE  URNEHGREHBHREKRY

ER25TA -

HMEERMESREAREENEHERMES
REBMEAZEOER -

R

BMRR RAVBRRECEREBY B RELE
A - BEEMAFHRKR SEEER_FT-—AF+—
A=+ —BAMFBIRRAR BEXEHEZBLLF
EOHBRARBRSRE L RREERA K
BIMBREREZRREL -

BA S ESAARAT
EENE I

3T w58
HHFE E R P05447

BB —E—R"F=A=+=H



ANNUAL REPORT 2015 — LA

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
0 1R g S B At 4 i W 6 5

For the year ended 31 December 2015 & ZE — %

—AFE+T-A=THLEFE

2015 2014
—E—AhF —Z U4
Notes HK$°000 HK$’'000
Bt 5% TFERT FA T
Revenue WA 7 40,038 15,260
Other income E Al A 7 3,042 7,780
Other gains and (losses) H bl 2k & (B 18) 7 127 (27,556)
Cost of film production B BEKA (5,162) (7,400)
Staff costs BT KA 10 (38,763) (28,672)
Depreciation of property, plant and %1% - RE &
equipment HETE 10 (51,820) (2,517)
Amortisation of land lease TEA &t 7H & 5
prepayments 10 (10,168) (2,245)
Other operating expenses Hibige B A (99,558) (47,504)
Finance costs 7l & B AN 9 (80,909) (71,502)
Fair value changes of convertible MR ESF AR
bonds b= (19,945) =
(Loss)/gain on fair value changes of & WEN 7 EEF
investment properties (B18), Wt (900) 23,698
Share of loss of an associate pal i )R /N
&8 (119) =
Share of loss of a joint venture DiE—HEeEERE
&R (697) (2,331)
Loss before income tax bR ET1S B AT BT 18 (264,834) (142,989)
Income tax expense Fr 8 fi X 11 - (5,924)
Loss for the year REERE 10 (264,834) (148,913)
Other comprehensive income/ Hip2mEM AN~
(expense) (F%)
Items that will not be reclassified T EZ7|5#EZH
to profit or loss IEH
Gain arising on revaluation of BHEREREYE
properties transferred to investment B9 47 3 19 Uk &
properties 16,344 -
Gain on revaluation of properties held EfhEEE B ED
for own use & 80,190 112,420
Income tax relating to gain on BHAEHFEERY
revaluation of properties held for EM k= ATS
own use (20,048) (28,105)
Items that may be reclassified HECGEES B8
subsequently to profit or loss zHIEH
Exchange differences on translation 2 &5 SM 37 B 15 3R
of financial statements of foreign RFEAMELE
operations %8 (76,357) (10,441)
Other comprehensive income for AEEH 2 E U
the year, net of income tax A HIBRFREH 129 73,874
Total comprehensive expense for AEE 2 EH
the year XHE (264,705) (75,039)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
AR IR AR S b A T W R

For the year ended 31 December 2015 HE=—ZT—AF+=-A=+—HILFE

2015 2014
—E-A%F —ZT—OF
Notes HK$’000 HK$’000
k=2 FTHET FHET
Loss for the year attributable to: FE{LZA SEERTIE :
Owners of the Company ZN/NCIEZEWN (264,828) (148,913)
Non-controlling interests 1R E = (6) -
(264,834) (148,913)
Total comprehensive expense FEIS 2 TR 448 -
attributable to:
Owners of the Company ZAN/NCIEZZEDN (264,699) (75,039)
Non-controlling interests FEIE IR HE = (6) -
(264,705) (75,039)
Loss per share BREE
Basic and diluted HAK 88 12 (HK8.51 cents# fll) | (HK14.16 centsi® fll)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
A 1 0 25 5IR D He %

At 31 December 2015 R=ZT—HE+-A=+—H

49

2015 2014
—E-AF —E— 4
Notes HK$’000 HK$’000
h=a F#T FAETT
Non-current assets FREEE
Property, plant and equipment M - BER
B 15 1,760,457 1,595,981
Investment properties wEY 16 32,200 -
Land lease prepayments FENEHAE 17 472,345 80,262
Intangible asset mEE 18 1,079 -
Investment in an associate é‘ﬁ BRRIRE 20 256 -
Investment in a joint venture EELERE 21 7,924 8,621
Available-for-sale investment Al HERE 22 5,000 -
Other receivable and deposit Ho{th B W sk IE K
& 27 99,742 98,386
2,379,003 1,783,250
Current assets RBEE
Film products B EMm 23 10,745 12,543
Film production in progress ERETEM 24 - -
Trade receivables B E 5 IE 25 3,440 765
Inventories TE 26 2,380 4,103
Prepayments, deposits and other FE K18
receivables e REM
JE W 3k 18 27 37,823 27,575
Amount due from a joint venture U A & 13
FRIAE 21 2,414 =
Cash and bank balances & K IR1T 4 &R 28 12,705 7,406
69,507 52,392
Current liabilities HENEE
Trade payables T E S FE 29 1,179 158
Other payables and accruals ﬁ@ﬁéﬁﬁmﬁ&
st & 30 125,217 67,702
Bank overdrafts RITHEZ 28 8,345 8,524
Loan from a related company — B QA
B 31 12,400 12,400
Loans from shareholders fi% 3R #) & &K 32 107,000 44,240
Borrowings B8 33 185,942 116,600
Finance lease obligation W IS B R 34 5,954 3,224
Bonds EH 35 2,073 79,946
Convertible bonds Al 2 % (& 5 36 151,382 66,382
Provision for income tax RS Bt 2,951 2,951
602,443 402,127
Net current liabilities REBETHE (532,936) (349,735)
Total assets less current liabilities # & 42 {HiF f 5)
BfE 1,846,067 1,433,515
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A5 A I AR UL R R

At 31 December 2015 R—_ZE—HAF+-_HA=+—H

2015 2014
—E—-A%F —ZT—mF
Notes HK$’000 HK$’000
B 5 FET AT
Non-current liabilities ERHER
Other payables H fh FE S 50 IR 30 26,909 =
Loans from shareholders A% B HE R 32 32,500 -
Borrowings BE 86 83,219 45,000
Bonds &% 35 271,897 -
Convertible bonds Al # f% & 5 36 226,068 140,260
Promissory note T 37 79,576 -
Finance lease obligation B IS BRI 34 15,712 16,025
Deferred tax liabilities EXERIBEE 38 179,804 159,756
915,685 361,041
Net assets BEFHE 930,382 1,072,474
Capital and reserves EAXRGEE
Share capital (&N 39 333,172 288,839
Reserves & 596,971 783,635
Equity attributable to owners of the RARHEE AEG
Company = 930,143 1,072,474
Non-controlling interests FEVE IR e = 239 =
Total equity B 930,382 1,072,474

The consolidated financial statements were approved and

authorised for issue by the

are signed on its behalf by:

HeMBRACHEFEN _FT-A"F=ZA=-1+=

Board on 22 March 2016 and Bt ERRENE YA TIEEAKREFTSR

=

Law Po Yee

EBER
Director

EF

Sin Kwok Lam
AR
Director

BF



CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
% BE 4 5 B %

For the year ended 31 December 2015 &2 T —HA&+ - F=+—HILFE

ANNUAL REPORT 2015

Attributable to owners of the Company

E— W

EVE PN 1
Attributable
Share Properties Share Convertible to non-
capital  Share  Special Contributed luation Translati option bond equity Warrant A lated lling
(note 39) premium  reserve surplus reserve reserve  reserve reserve  reserve losses  Subtotal interests Total
k& kb #H RS HRER BE  BRE TRRRES DREE it E3:04 344
(Bts9) #R [ 1 Rk L1 L1 HHE EGHE [ 1 B Mt RREE B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HKS'000 HK$'000  HK$'000
Thr FErn  TiEx ThL ThxL Thr Thx FEr FiErx Fgr FiEx TEr FiEn
At 1 January 2014
41,262 419,132 1,000 78,791 254,556 8219 26,229 114,466 6,399 (240,636) 709,418 - 709418
Issue of ordinary shares by rights i i R & 17 & &
issue (note 39) (Hi539) 247577 217,867 - - - - - - - - 465444 - 465444
Early redemption of convertiole R REEARKRES
bonds - - - - - - - (63,426) - 53,065  (10,361) - (10,361)
Transaction costs attribute to rights IR H1TH % EER S
issue expenses KA - (16,988 = = = = = = = - (16,989 - (16,988
Transactions with owners BREAEATNHRS 247,577 200,879 - - - - - (63,426) - 53,065 438,095 - 438,006
Loss for the year TEEEE - - - - - - - - - (148,913) (148,913 - (148,913
Gain on revaluation of properties  EftEEGBHEH
held for own use, net of tax g - MEHEA = - = = 84,315 = = = = - 84315 - 315
Exchange differences on translation # #8518 B RKE
of financial statements of foreign ~ E£HER Z8
operations o = & = = (10,441) o = & - (10441) - (10441)
Total comprehensive income/ REERERA/ (B)
(expense) for the year ag - - - - 84,316 (10,441) - - - (148,913) (75,039 - (75039
At 31 December 2014 and RZF-ME+=A
at 1 January 2015 =f-AR
—“Z-1%-f-H 288,839 620,011 1,000 78,791 338,871 (2,222) 26,229 51,040 6,399 (336,484) 1,072,474 - 1,072,474
Issue of convertiole bonds arising B — M B A A1 B3
from the acquisition of a fImaRES
subsidiary - - - - - - - 46,697 - - 46,697 - 46,697
Share issued upon conversion HETRRESRES
of convertible bonds (note 39) TR {3 (K 3E39) 44,333 43,759 - - - - - (12,421) - - 756M - 75671
Lapse of warrants AREZ LU - - - - - - - - (6,399 6,399 - - -
Lapse of the equity component AT [k A KIERHH
of convertible bonds K - - - - - - - (5,235) - 5,235 - - -
Capital injected by non-controling  JFE R BT &
interests - - - - - - - - - - - 245 245
Transactions with owners BREAEINRS 44,333 43,759 - - - - - 29,041 (6,399) 11,634 122,368 245 122,613
Loss for the year rEEBE - - - - - - - - - (264,828) (264,828) (6) (264,834)
Gain arising on revaluation of BREAZRENEN
properties transferred to nENN R
investment properties - - - - 16,344 - - - - - 16,344 - 16,344
Gain on revaluation of properties  EfEHEE AN EH
held W - MBHE
for own use, net of tax - - - - 60,142 - - - - - 60,142 - 60,142
Exchange differences on translation &85 £BHBRKE
of financial statements of foreign ~ E£RER £
operations - - - - - (76,357) - - - - (76,357) - (76,357)
Total comprehensive income/ REERERA/(RR)
(expense) for the year ag - - - - 76,486 (76,357) - - - (264,828) (264,699) (6) (264,705)
At 31 December 2015 RZF-1%
+-A=t+-A 333,172 663,770 1,000 78,791 415,357 (78,579) 26,229 80,081 - (589,678) 930,143 239 930,382
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2015 2014
“E¥-afF —E-NF
HK$°000 HK$'000
FHERT FHET
CASH FLOWS FROM OPERATING ACTIVITIES #HZXBMRLHKE
Loss before tax bR 7% B /&5 18 (264,834) (142,989)
Adjustments for: FTESEEL AR
Finance costs A KA 80,909 71,502
Bank interest income RATH BUWA (6) 310)
Amortisation of film products BEYEmMEE 5,093 7,388
Amortisation of land lease prepayments B LS 10,168 2,245
Depreciation of property, plant and equipment ME BEREETE 51,820 2,517
Gain on disposal of property, plant and equipment ~ HE¥E - BE MR EHH M (127) -
Fair value changes of convertible bonds BB EFAREED 19,945 -
Loss/(gain) on fair value changes of investment REMEDABEEHNER
properties (W &) 900 (23,698)
Net losses on early redemption of convertible REBELRARERESN
bonds 518 % - 27,556
Waiver of interest of convertible bond BerriRkESF S - (7178)
Share of loss of an associate SE—HEE AR EE 119 =
Share of loss of a joint venture PME—HEELEEE 697 2,331
(95,316) (60,636)
Operating cash flows before movements in working 4 i & & & &) i K
capital KERERE
Decrease/(increase) in inventories TFERD/(Em) 1,723 (2,939)
Increase in film products and film production in EYEMMERELERIEM
progress (3,295) (4,538)
(Increase)/decrease in trade receivables fEWE SR IEGE M), /D (2,675) 2,918
Increase in prepayments, deposits and other TERRE - e R EMEKZR
receivables T 320 (10,248) (15,890)
Increase in amount due from a joint venture FEU & & 1b 5 FRIFE M (2,414) =
Increase in trade payables e B 5 5k IEE N 1,021 113
Increase/(decrease) in other payables and accruals L & {5 7078 o FE =t & F 3%
/CR) 88,966 (152,983)
NET CASH USED IN OPERATING ACTIVITIES KZ£EFMAHRLFHE (22,238) (233,955)
CASH FLOWS FROM INVESTING ACTIVITIES & FHMRLZEE
Interest received B HA 6 310
Acquisition of a subsidiary, net of cash acquired Wi —HHBAR
WMEMWER S (1,079) -
Payments for property, plant and equipment ME - BEREZERK (203,762) (3,233)
Proceeds on disposal of property, plant and equipment HE¥ % - HEK & HH
Fri5 A 400 -
Additions of construction THEEMm - (87,251)
Additions of investment properties HE Y FEL I - (31,437)
Investment in a joint venture ERbERE - (2,400)
Investment in an associate BENEIRE (375) -
Purchases of available-for-sale investment BEHRLERE (5,000) -
NET CASH USED IN INVESTING ACTIVITIES BRETEHMARLFE (209,810) (124,011)
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2015 2014
—T-4fF —mE
HK$’000 HK$'000
TERT THT
CASH FLOWS FROM FINANCING ACTIVITIES RIZFEHMELRE
Interest paid B A (61,076) (27,522)
Proceeds from shareholders loans BRERMERE 190,450 50,704
Repayments of shareholders loans BERRER (95,190) =
Proceeds from short-term borrowing RHEEEMEHE 289,064 274,700
Repayments of short-term borrowing EENBEE (181,503) (158,100)
Loan from a related company —HEBARNER - 12,400
Repayments of loan from a related company EE—MEBARNER - (12,400)
Proceeds from issuance of bonds BITESFENIE 303,000 -
Transaction costs of issuance of bonds BIEFNRHEAE (34,390) -
Repayments of bonds BEES (78,775) -
Repayments of convertible bonds BEIBRES (64,400) (235,404)
Proceeds from shares issued under rights issue REEREITROMEHIE - 465,444
Repayment of finance leases obligation R BHEAE (31) -
Share issue expenses B EITHS - (16,988)
Capital contributed by non-controlling interest FERERITE 245 -
NET CASH GENERATED BY METHFREREEH
FINANCING ACTIVITIES 267,394 352,834
NET INCREASE/(DECREASE) IN CASH AND HeRBE&SEEBEM
CASH EQUIVALENTS (B2) %8 35,346 (5,132)
CASH AND CASH EQUIVALENTS AT THE FMHERHEEEER
BEGINNING OF YEAR (1,118) 8,007
EFFECTS OF EXCHANGE RATE CHANGES ON  [E 2 8 ¥{ Ff 35 4P i
THE BALANCE OF CASH HELD IN FOREIGN HR&#8mMHE
CURRENCIES (29,868) (3,993)
CASH AND CASH EQUIVALENTS AT THE END S£XRR&RFELZEIEE
OF YEAR 4,360 (1,118)
ANALYSIS OF THE BALANCES OF CASH AND H&RIR&%{HIEH
CASH EQUIVALENTS eI
Cash and bank balances Re RRITEH 12,705 7,406
Bank overdrafts RITHEX (8,345) (8,524)
4,360 (1,118)
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For the year ended 31 December 20156 HE—Z—HF+-A=+—HILEE

1.

GENERAL INFORMATION

The Company was incorporated in the Cayman
Islands on 16 November 2001 as an exempted
company under the Companies Law, Cap. 22
(Law 3 of 1961, as consolidated and revised) of
the Cayman Islands. On 14 October 2010, the
Company deregistered in the Cayman Islands and
duly continued in Bermuda as an exempted company
under the laws of Bermuda effective on 14 October
2010. The registered office of the Company is
Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda.

The Company’s principal place of business in Hong
Kong is Unit 3011B—12, 30/F, West Tower Shun Tak
Centre, 168-200 Connaught Road Central, Hong
Kong.

The Company’s shares are listed on The Growth
Enterprise Market (the “GEM”) of The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”). The Company is principally engaged
in investment holding. The principal activities of the
Group include film production and distribution, the
provision of management services to artistes, event
coordination and operations of film studio and hotel.
Details of the principal activities of its subsidiaries
are set out in note 19 to the consolidated financial
statements. The Company and its subsidiaries are
referred to as the Group hereafter.

The consolidated financial statements are presented
in Hong Kong Dollars (“HK$”), which is also the
functional currency of the Company and all values
are rounded to the nearest thousand (“HK$'000”)
unless otherwise stated.
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APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRS")

The Group has applied the following amendments
to HKFRS issued by the Hong Kong Institute of

Certified Public Accountants (“HKICPA”) for the first
time in the current year:

Amendments to  Defined Benefit Plans: Employee

HKAS 19 Contributions
Amendments to  Annual Improvements to HKFRS
HKFRS 2010-2012 Cycle

Amendments to  Annual Improvements to HKFRS
HKFRS 2011-2013 Cycle

The adoption of these new and revised standards,
interpretation and amendments to standards have no
material effect on the results and financial position
of the Group.

In addition, the Company has adopted the
amendments to the Rules Governing the listing
of Securities on the GEM of the Stock Exchange
(the “GEM Listing Rules”) relating the disclosure of
financial information with reference to the Hong Kong
Companies Ordinance (Cap. 622) during the current
year. The main impact on the consolidated financial
statements is on the presentation and disclosure
of certain information in the consolidated financial
statements in long term.
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2. APPLICATION OF NEW AND 2.
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRS”)

(Continued)

ok FH BT 6T B £ 08 T A ok B 5
e A o Q0 ([ 98 B 0 o
W Des)

EEGEHRERHRTREETEENE
BEEA

AEEY ENEETBRERPRERERATT
FAGE RSB MIE R E BT &

New and revised HKFRS in issue but not yet
effective

The Group has not early applied the following
new and revised HKFRS that have been issued by

HKICPA but are not yet effective in the consolidated
financial statements:

HKFRS 9 Financial Instruments!
HKFRS 14 Regulatory Deferral Accounts?
HKFRS 15 Revenue from Contracts with

Customers!

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKFRS 10,
HKFRS 12 and
HKAS 28

Investment Entities: Applying the
Consolidation Exception®

Amendments to  Accounting for Acquisitions of

HKFRS 11 Interests in Joint Operations®
Amendments to  Disclosure Initiative®
HKAS 1
Amendments to  Clarification of Acceptable
HKAS 16 and Methods of Depreciation and
HKAS 38 Amortisation®
Amendments to  Agriculture: Bearer Plants®
HKAS 16 and
HKAS 41
Amendments to  Equity method in separate
HKAS 27 financial statements®
Amendments to  Annual Improvements to HKFRS
HKFRS 2012-2014 Cycle®

! Effective for annual periods beginning on or after 1
January 2018, with earlier application permitted.

2 Effective for first annual HKFRS financial statements
beginning on or after 1 January 2016.

® Effective for annual periods beginning on or after 1
January 2016, with earlier application permitted.

& Effective for annual periods beginning on or after a

date to be determined.
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APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRS”)
(Continued)

New and revised HKFRS in issue but not yet
effective (Continueq)

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 was issued which establishes a
single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and the
related Interpretations when it becomes effective.

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

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

Step 2: Identify the performance obligations in the
contract;

Step 3: Determine the transaction price;

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

Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation.
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APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRS”)
(Continued)

New and revised HKFRS in issue but not yet
effective (Continueq)

HKFRS 15 Revenue from Contracts with
Customers (Continueqd)

Under HKFRS 15, an entity recognises revenue
when (or as) a performance obligation is satisfied, i.e.
when “control” of the goods or services underlying
the particular performance obligation is transferred
to the customer. Far more prescriptive guidance
has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures
are required by HKFRS 15. The directors of the
Company anticipate that the application of HKFRS
15 in the future may have a material impact on
the amounts reported and disclosures made in the
Group’s consolidated financial statements. However,
it is not practicable to provide a reasonable estimate
of the effect of HKFRS 15 until the Group performs
a detailed review.

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation

The amendments to HKAS 16 Property, Plant and
Equipment prohibit entities from using a revenue-
based depreciation method for items of property,
plant and equipment. The amendments to HKAS 38
Intangible Assets introduce a rebuttable presumption
that revenue is not an appropriate basis for
amortisation of an intangible asset. This presumption
can only be rebutted in the following two limited
circumstances:

a) when the intangible asset is expressed as a
measure of revenue; or

b) when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.

o 5 % 4 S AL SR A R A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR A W B AR MY RE
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APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRS”)
(Continued)

New and revised HKFRS in issue but not yet
effective (Continueq)

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation (Continueq)

The directors of the Company anticipate that the
applicant of the amendments to HKAS 16 and HKAS
38 in the future may have a material impact on
the amounts reported and disclosures made in the
Group’s consolidated financial statements. However,
it is not practicable to provide a reasonable estimate
of the amendments until the Group performs a
detailed review.

The Group is in the process of making an
assessment on what the impact of the other new
or revised HKFRS is expected to be in the period
of initial application. So far it has concluded that
the adoption of them is unlikely to have a significant
impact on the Group’s results of operations and
financial position.

SIGNIFICANT
ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with HKFRS issued by
the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required
by the GEM Listing Rules and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for
certain properties and financial instruments that are
measured at fair values at the end of each reporting
period. Historical cost is generally based on the fair
value of the consideration given in exchange for
assets.
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For the year ended 31 December 2015 #HZ=—=

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

The consolidated financial statements have been
prepared on a going concern basis which assumes
the realisation of assets and satisfaction of liabilities
in the ordinary course of business notwithstanding
that the Group had consolidated net current
liabilities of approximately HK$532,936,000 (2014:
approximately HK$349,735,000) and suffered loss of
HK$264,834,000 for the year ended 31 December
2015 (2014: approximately HK$148,913,000). The
directors believe the existing amounts due to
shareholders of approximately HK$187,073,000
included in the current liabilities at the end of the
reporting period could be successfully renewed on
maturity date. The management of the Group has
also been taking active steps to improve working
capital of the Group by obtaining further debt or
equity financing. In addition, the major shareholder,
who is also the major convertible bond holder of
the Company, has undertaken to provide financial
support to the Group to meet its liabilities as they
fall due and to maintain the Group as a going
concern for the next twelve months by providing
certain undrawn revolving loan facilities amounting
to HK$158,000,000, a revolving loan amounting to
HK$120,000,000 and a 1 year term loan amounting
to HK$40,000,000.

Taking into account of the presently available
standby credit facilities and the cash flow projections
prepared by the management with reference to the
current business and financing plans of the Group,
the directors are of the view that the Group has
sufficient working capital for its present requirements
for the next twelve months from the end of the
reporting period and accordingly, the consolidated
financial statements have been prepared on a
going concern basis. Should the Group be unable
to continue in business as a going concern,
adjustments would have to be made to restate the
value of assets and current liabilities respectively and
to provide for any further liabilities which might arise.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

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, regardless of whether
that price is directly observable or estimated using
another valuation technique. In estimating the fair
value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if
market participants would take those characteristics
into account when pricing the asset or liability at
the measurement date. Fair value for measurement
and/or disclosure purposes in these consolidated
financial statements is determined on such a basis,
except for share-based payment transactions
that are within the scope of HKFRS 2, leasing
transactions that are within the scope of HKAS 17,
and measurements that have some similarities to fair
value but are not fair value, such as net realisable
value in HKAS 2 or value in use in HKAS 36.

In addition, for financial reporting purposes, fair
value measurements are categorised into Level 1,
2 or 3 based on the degree to which the inputs
to the fair value measurements are observable
and the significance of the inputs to the fair value
measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted)
in active markets for identical assets or
liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted
prices included within Level 1, that are
observable for the asset or liability, either
directly or indirectly; and

° Level 3 inputs are unobservable inputs for the
asset or liability.

The principal accounting policies are set out below.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
(including structured entities) controlled by the
Company and its subsidiaries. Control is achieved
when the Company:

o has power over the investee;

° is exposed, or has rights, to variable returns
from its involvement with the investee; and

° has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the three
elements of control listed above.

When the Group has less than a majority of the
voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give
it the practical ability to direct the relevant activities
of the investee unilaterally. The Group considers
all relevant facts and circumstances in assessing
whether or not the Group’s voting rights in an
investee are sufficient to give it power, including:

° the size of the Group’s holding of voting rights
relative to the size and dispersion of holdings
of the other vote holders;

° potential voting rights held by the Group, other
vote holders or other parties;

° rights arising from other contractual
arrangements; and

o any additional facts and circumstances that
indicate that the Group has, or does not
have, the current ability to direct the relevant
activities at the time that decisions need to
be made, including voting patterns at previous
shareholders’ meetings.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary.
Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included
in the consolidated statement of profit or loss and
other comprehensive income from the date the
Group gains control until the date when the Group
ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the
Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-
controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full
on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 #HZ=—=

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in existing
subsidliaries

Changes in the Group’s ownership interests in
existing subsidiaries that do not result in the Group
losing control over the subsidiaries are accounted for
as equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. 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 owners of the Company.

When the Group loses control of a subsidiary, a
gain or loss is recognised in profit or loss and
is calculated as the difference between (i) the
aggregate of the fair value of the consideration
received and the fair value of any retained interest
and (i) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
and any non-controlling interests. All amounts
previously recognised in other comprehensive
income in relation to that subsidiary are accounted
for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to
another category of equity as specified/permitted by
applicable HKFRS). The fair value of any investment
retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS
39, when applicable, the cost on initial recognition
of an investment in an associate or a joint venture.

—hAFT_A=+—HLEFE

HRGHBUR )

GEEEH)
AEBAREEN B LA FEER

MAEBRRENBEARREREZEHIL &
EYAREEYHBARIKREIERE - BER
A S A - $E@%%\&#Tk%§
MEMES TARABRARMBESERIEA

GORSNER ey ﬁ%#?k%ﬁmiﬁﬁ
ENKERREZLOAENEMNEREERER
RETHALEENARR ZEEFA -

EAKEAELMBARZEH - W HE
EFEEEWH&VWEWHTQﬁE&
TRAREEEAABERARAMNEE(RER
)ty 2 31 R 61 9 B B 22 ﬁ%ﬁﬁ&&ﬂ
FEBEREEZENERE - MELAMNE
ftb 2 T W 2 ﬁwZﬁ%&W% Bl Z RIA
BB ARECERELEZMER TZH
MEERBRBEARMZERBEEYBRS
HAUNZHRE G XEN D BERGENE
BMES—BER)  NRAEEGEEARA
MEBARRBEZEMREZARLERRES
B ERTERIFEI - RERARKRIIED
FRERZAAE - 2 (ER) R YL R E
REERBHNAECEZRERA



SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Investments in an associate and a joint venture

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

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement
have rights to the net assets of the joint arrangement.
Joint control is the contractually agreed sharing
of control of an arrangement, which exists only
when decisions about the relevant activities require
unanimous consent of the parties sharing control.

The results and assets and liabilities of associates
and joint ventures are incorporated in these
consolidated financial statements using the equity
method of accounting, except when the investment,
or a portion thereof, is classified as held for sale,
in which case it is accounted for in accordance
with  HKFRS 5. Under the equity method, an
investment in an associate or a joint venture is
initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to
recognise the Group’s share of the profit or loss
and other comprehensive income of the associate or
joint venture. When the Group’s share of losses of
an associate or a joint venture exceeds the Group’s
interest in that associate or joint venture (which
includes any long-term interests that, in substance,
form part of the Group’s net investment in the
joint venture), the Group discontinues recognising
its share of further losses. Additional losses are
recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the joint venture.

An investment in an associate or a joint venture is
accounted for using the equity method from the date
on which the investee becomes an associate or a
joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost
of the investment over the Group’s share of the net
fair value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any
excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the cost of
the investment, after reassessment, is recognised
immediately in profit or loss in the period in which
the investment is acquired.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Investments in an associate and a joint venture
(Continued)

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognise
any impairment loss with respect to the Group’s
investment in an associate or a joint venture.
When necessary, the entire carrying amount of
the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 Impairment
of Assets as a single asset by comparing its
recoverable amount (higher of value in use and fair
value less costs to sell) with its carrying amount,
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance
with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate or a joint venture, or when the investment
(or a portion thereof) is classified as held for sale.
When the Group retains an interest in the former
associate or joint venture and the retained interest is
a financial asset, the Group measures the retained
interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition in
accordance with HKAS 39. The difference between
the carrying amount of the associate or joint venture
at the date the equity method was discontinued,
and the fair value of any retained interest and
any proceeds from disposing of a part interest in
the associate or joint venture is included in the
determination of the gain or loss on disposal of the
associate or joint venture. In addition, the Group
accounts for all amounts previously recognised
in other comprehensive income in relation to that
associate or joint venture on the same basis as
would be required if that associate or joint venture
had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by that
associate or joint venture would be reclassified to
profit or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain or loss
from equity to profit or loss (as a reclassification
adjustment) when the equity method is discontinued.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Investments in an associate and a joint venture
(Continued)

The Group continues to use the equity method
when an investment in an associate becomes an
investment in a joint venture or an investment in a
joint venture becomes an investment in an associate.
There is no remeasurement to fair value upon such
changes in ownership interests.

When the Group reduces its ownership investments
in an associate or a joint venture but the Group
continues to use the equity method, the Group
reclassifies to profit or loss the proportion of the gain
or loss that had previously been recognised in other
comprehensive income relating to that reduction
in ownership interest if that gain or loss would be
reclassified to profit or loss on the disposal of the
related assets or liabilities.

When a group entity transacts with an associate
or a joint venture of the Group (such as a sale or
contribution of assets), profits and losses resulting
from the transactions with the associate or joint
venture are recognised in the Group’s consolidated
financial statements only to the extent of interests in
the associate or joint venture that are not related to
the Group.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
revenue and costs, if applicable, can be measured
reliably on the following bases:

Income derived from the production and distribution
of films, when the production is completed and the
film is released, the film has been distributed to the
cinema circuit and the amount can be measured
reliably, which is generally when the cinema circuit
confirms to the Group its share of box receipts.

Revenue from hotel operations is recognised when
services are provided.

Income derived from the licensing of the distribution
and broadcasting rights over films, when the
Group’s entitlement to such payments has been
established which, subject to the terms of the
relevant agreements, is usually upon delivery of the
film negatives to the customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 H#E —ZT—AF+-_A=+—HILFE

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continueq)

Artiste management fee income, event income, food
and beverage income and ancillary services are
recognised when the agreed services are rendered.

Entrance fee income is recognised when the tickets
are accepted and surrendered by the customer.

Sale of goods is recognised when the significant risk
and rewards of ownership of the goods have been
transferred to the buyers.

Rental income under operating leases is recognised
over the lease term. Contingent rentals are
recognised on the accounting period when they are
incurred.

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

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other
leases are classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term,
except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are
recognised as an expense in the year in which they
are incurred.

In the event that lease incentives are received to
enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of
incentives is recognised as a reduction of rental
expense on a straight-line basis, except where
another systematic basis is more representative of
the time pattern in which economic benefits from the
leased asset are consumed.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Leasing (Continuea)

Leasehold land for own use

When a lease includes both land and building
elements, the Group assesses the classification of
each element as a finance or an operating lease
separately based on the assessment as to whether
substantially all the risks and rewards incidental to
ownership of each element have been transferred
to the Group, unless it is clear that both elements
are operating leases in which case the entire lease
is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-
sum upfront payments) are allocated between the
land and the building elements in proportion to the
relative fair values of the leasehold interests in the
land element and building element of the lease at
the inception of the lease.

To the extent the allocation of the lease payments
can be made reliably, interest in leasehold land that
is accounted for as an operating lease is presented
as “Land lease prepayments” in the consolidated
statement of financial position and is amortised over
the lease term on a straight-line basis. When the
lease payments cannot be allocated reliably between
the land and building elements, the entire lease is
generally classified as a finance lease and accounted
for as property, plant and equipment.

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates of
exchange prevailing at the dates of the transactions.
At the end of the reporting period, monetary items
denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated
in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was
determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are
not retranslated.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

Exchange differences on monetary items are
recognised in profit or loss in the period in which
they arise except for:

° exchange differences on foreign currency
borrowings relating to assets under
construction for future productive use, which
are included in the cost of those assets when
they are regarded as an adjustment to interest
costs on those foreign currency borrowings;

° exchange differences on transactions entered
into in order to hedge certain foreign currency
risks; and

° exchange differences on monetary items

receivable from or payable to a foreign
operation for which settlement is neither
planned nor likely to occur (therefore forming
part of the net investment in the foreign
operation), which are recognised initially in
other comprehensive income and reclassified
from equity to profit or loss on repayment of
the monetary items.

For the purpose of presenting consolidated
financial statements, the assets and liabilities of
the Group’s foreign operations are translated into
the presentation currency of the Group (i.e. HK$)
using exchange rates prevailing at the end of each
reporting period. Income and expense items are
translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly
during that period, in which case the exchange rates
at the dates of the transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity
under the heading of translation reserve (attributed
to non-controlling interests as appropriate).
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Borrowing costs

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

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.

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

Retirement benefit costs and employee benefits

Retirement benefit costs

Retirement benefits to employees are provided
through defined contribution plans. The Group
operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Contributions are
made based on a percentage of the employees’
basic salaries or the maximum mandatory
contribution as required by the MPF Scheme and are
charged to the statement of comprehensive income
as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme, except for
the Group’s employer voluntary contributions, which
are refunded to the Group when the employee leaves
employment prior to the contributions vesting fully,
in accordance with the rules of the MPF Scheme.

The employees of the Company’s subsidiaries
which operate in the PRC, except Hong Kong, are
required to participate in the employee retirement
scheme operated by the relevant local government
bureau in the PRC and to make contributions for
their eligible employees. The contributions payable
by the subsidiary are calculated based on a
certain percentage of the salaries and wages of
those eligible employees and are recognised as an
expense during the period to which they relate.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Retirement benefit costs and employee benefits
(Continued)

Short-term employee benefits

Short term employee benefits are employee benefits
(other than termination benefits) that are expected
to be settled wholly before twelve months after the
end of the annual reporting period in which the
employees render the related service. Short term
employee benefits are recognised in the year when
the employees render the related service.

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

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

Termination benefits

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

Share-based employee compensation

All share-based payment arrangements granted after
7 November 2002 and had not vested on 1 January
2005 are recognised in the consolidated financial
statements. The Group operates equity settled
share-based compensation plans for remuneration
of its employees and directors.

All employee services received in exchange for
the grant of any share-based compensation are
measured at their fair values. These are indirectly
determined by reference to the share options
awarded. Their value is appraised at the grant date
and excludes the impact of any non-market vesting
conditions.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Share-based employee compensation (Continueq)

All share-based compensation is ultimately
recognised as an expense in full at the grant date
when the share options granted vest immediately,
with a corresponding increase in share options
reserve. If vesting periods or other vesting conditions
apply, the expense is recognised over the vesting
period, based on the best available estimate of
the number of share options expected to vest.
Non-market vesting conditions are included in
assumptions about the number of options that
are expected to become exercisable. Estimates
are subsequently revised, if there is any indication
that the number of share options expected to vest
differs from previous estimates. No adjustment to
expense recognised in prior periods is made if fewer
share options ultimately are exercised than originally
vested.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium.
When the share options are later forfeited or are
still not exercised at the expiry date, the amount
previously recognised in share options reserve will
be transferred to accumulated losses.

Issue of convertible bonds as share-based
payment transactions

The debt component (i.e the bondholder’s right to
demand payment in cash) of the convertible bond
will be accounted for as a cash-settled share-based
payment transaction while the equity component
(i.e the bondholder’s right to demand settlement in
the Company’ share) of the convertible bond will
be accounted for as an equity-settled share-based
payment transaction. The entity first measures
the fair value of the debt component, and then
measure the fair value of the equity component by
taking into account that the bondholder must forfeit
the right to receive cash in order to receive the
equity instrument. Subsequent to initial recognition,
the debt component of the convertible bond is
stated at fair value, with changes recorded in the
income statement under gain/(loss), net. The equity
component is not re-measured subsequent to initial
recognition.

ANNUAL REPORT 2015 =& —HiF#

HRGHBUR )

WK BEEHREISRM )

PR LA B 70 ST i B 74 % 1 B B (P R P B
BREANBRE) KRR RN I
R ABRERS - WEE RN RE
GHER  AREHAHNEEERERER
SHREGMFTET REBHANERF
FETIG R B IR (ST A TR B AT AT R 0 i AR A 2K
BHBRERA - MERBTATRBRERR
BRRERESBEE G EE R - A
BERT BB RT o firl SR AR AT 5 A B RHE 2K
BRERBEEBERD  TERABNBEHA
ERHFAX -

R RERRE R TT (RS - ST Al IO BB AR 8 f O 1
RE ARG AR G E - BBBRENRER
BORU SR BIER BB R AT B - B SE AT BB AX
REBERNBESBEARTER -

RTTRREHFEAURBBERZARRS

MR ESZBEHEKD BIESHEARR
MBS MR ZERN)  BIEREEEUAR
MBERZNRRHAR  MABRKRESZ
waih (AESFFEAERLUARRE RN
BT ZRER) - A HERPARR A 48 B IA IR A 2
RZNHRRS  BRBELEFEEBUNZA
FlE - ERFGFEEEKNZATE EHE
ZREAFEALANZRRBA S ZHER
TAWERER T A - YInRiERE - RiRE
HZEBRNEAFENE  mEBHRIRZA
Wk zGm, (BE)FEERT - i)
RINEERETEEHGE -

73



74

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

o 5 % 4 S AL SR A R A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A5 A IV 5 AR B R

For the year ended 31 December 2015 H#E —ZT—AF+-_A=+—HILFE

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expense represents the sum of tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from “loss before
tax” as reported in the consolidated statement of
profit or loss and other comprehensive income
because of items of income or expense that are
taxable or deductible in other years and 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.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and
liabilities in the consolidated financial statements
and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary
differences. Deferred tax assets are generally
recognised for all deductible temporary differences
to the extent that it is probable that taxable profits
will be available against which those deductible
temporary differences can be utilised. Such deferred
tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from
the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to
control the reversal of the temporary difference
and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments and interests are
only recognised to the extent that it is probable that
there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable
future.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Taxation (Continueq)

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow
all or part of the assets to be recovered.

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply in the period
in which the liability is settled or the asset realised,
based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

The measurement of deferred tax liabilities and
assets 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.

For the purposes of measuring deferred tax liabilities
or deferred tax assets for investment properties
that are measured using the fair value model, the
carrying amounts of such properties are presumed
to be recovered entirely through sale, unless
the presumption is rebutted. The presumption
is rebutted when the investment property is
depreciable and is held within a business model
whose objective is to consume substantially all of
the economic benefits embodied in the investment
property over time, rather than through sale.

Current and deferred tax are recognised in profit
or loss, except when they relate to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment, other than
construction in progress (“CIP”), hotel properties
and film studio, are stated at acquisition cost less
accumulated depreciation and any impairment
losses. The cost of an asset comprises its purchase
price and any directly attributable cost of bringing
the asset to its working condition and location for
its intended use.

Depreciation is provided to write off the cost of
items of property, plant and equipment over their
estimated useful lives and after taking into account
their estimated residual value, using the straight line
method, at the following rates per annum:

Leasehold land Over the lease term

Buildings over the shorter of the lease
term or 3%
Leasehold over the shorter of the lease
improvements term or 20%
Furniture, fixtures 20%
and office
equipment
Motor vehicles and 20%
yacht

The assets’ estimated useful lives, depreciation
method and estimated residual values are reviewed,
and adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in profit or loss.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs
and maintenance are charged as an expense during
the financial period in which they are incurred.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

CIP other than hotel constructions represents
plant and building under construction and is
stated at cost less any impairment losses, and
is not depreciated. Cost comprises the direct
costs of construction as well as borrowing costs
capitalised during the periods of construction and
installation. Capitalisation of these costs ceases and
the construction in progress is transferred to the
appropriate class of property, plant and equipment
when substantially all the activities necessary
to prepare the assets for their intended use are
completed. CIP is reclassified to the appropriate
category of property, plant and equipment when
completed and ready for use.

CIP in relation to hotel constructions, Hotel
properties and Film studio are stated at valuation
less accumulated depreciation. Revaluations are
performed with sufficient regularity to ensure that the
carrying amount does not differ materially from that
which would be determined using fair values at the
end of the reporting period.

Increases in value arising on revaluation are
recognised in other comprehensive income
and accumulated in equity under the heading
of properties revaluation reserve. Decreases in
value arising on revaluation are first offset against
increases on earlier valuations in respect of the same
property and thereafter recognised in profit or loss.
Any subsequent increases are recognised in profit
or loss up to the amount previously charged and
thereafter to the properties revaluation reserve.

Upon disposal, the relevant portion of the revaluation
reserve realised in respect of previous valuations is
released from the properties revaluation reserve to
retained earnings.
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3. SIGNIFICANT

ACCOUNTING POLICIES
(Continued)

Investment properties

Investment properties are interests in land and
buildings (including the leasehold interest under an
operating lease for a property which would otherwise
meet the definition of an investment properties) held
to earn rental income and/or for capital appreciation,
rather than for use in the production or supply of
goods or services or for administrative purposes,
or for sale in the ordinary course of business. Such
properties are measured initially at cost, including
any directly attributable expenditure. Subsequent to
initial recognition, investment properties are stated
at fair value, which reflects market conditions at the
end of the reporting period.

Gains or losses arising from changes in the fair
values of investment properties are included in profit
or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of
investment properties are recognised in profit or loss
in the year of the retirement or disposal.

Intangible assets

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are
initially recognised at their fair value at the acquisition
date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite
useful lives are reported at costs less accumulated
amortisation and any accumulated impairment
losses, on the same basis as intangible assets that
are acquired separately. Alternatively, intangible
assets acquired in a business combination with
indefinite useful lives are carried at cost less any
subsequent accumulated impairment losses (see the
accounting policy in respect of impairment losses on
tangible and intangible assets below).

An intangible asset is derecognised on disposal,
or when no future economic benefits are expected
from use or disposal. Gains and losses arising from
derecognition of an intangible asset, measured as
the difference between the net disposal proceeds
and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.
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3. SIGNIFICANT

ACCOUNTING POLICIES
(Continued)

Impairment on tangible and intangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible
assets with finite useful lives 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 the
impairment loss (if any). When 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. When a reasonable and consistent basis
of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested
for impairment at least annually, and whenever there
is an indication that they may be impaired.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or
a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses,
the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its
recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a
cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit
or loss.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Film products

Film products are completed films produced by
the Group. Film products, less estimated residual
value and accumulated amortisation, are amortised
in proportion to the estimated projected revenues
over their economic beneficial period subject to
a maximum of 10 years. Additional amortisation/
impairment loss is made if future estimated projected
revenues are adversely different from the previous
estimation. Estimated projected revenues are
reviewed at regular intervals.

Film production in progress

Film production in progress is stated at cost less
any impairment losses. Costs include all direct
costs associated with the production of films such
as direct labour costs, cost of services, facilities
and raw materials consumed in the creation of a
film. Upon completion, these films under production
are reclassified as film products. Film production in
progress is accounted for on a film-by-film basis.
Impairment losses are made for costs which are in
excess of the expected future revenue generated by
these films.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs, including an appropriate
portion of fixed and variable overhead expenses, are
determined by the weighted average method. Net
realisable value represents the estimated selling price
for inventories less all estimated costs of completion
and costs necessary to make the sale.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Provisions

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, it is probable that the Group will
be required to settle the obligation, and a reliable
estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle
the present obligation, its carrying amount is the
present value of those cash flows (where the effect
of the time value of money is material).

When some or all of the economic benefits required
to settle a provision are expected to be recovered
from a third party, a receivable is recognised as an
asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can
be measured reliably.

Financial instruments

Financial assets and financial liabilities are
recognised when a group entity becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities
at fair value through profit or loss are recognised
immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 #HZ=—=

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)

Financial assets

Financial assets are classified into the following
specified categories: financial assets at fair value
through profit or loss (“FVTPL’), held-to-maturity
investments, available-for-sale (“AFS”) financial
assets and loans and receivables. The classification
depends on the nature and purpose of the financial
assets and is determined at the time of initial
recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on
a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require
delivery of assets within the time frame established
by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees and points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the debt instrument,
or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL, of which interest
income is included in net gains or losses.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)

Financial assets (Continued)

Financial assets at FVTPL

Financial assets are classified as at FVTPL when
the financial asset is either held for trading or it is
designated as at FVTPL.

A financial asset is classified as held for trading if:

it has been acquired principally for the purpose
of selling it in the near term; or

on initial recognition it is part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual
pattern of short-term profit-taking; or

it is a derivative that is not designated and
effective as a hedging instrument.

A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
recognition if:

such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

the financial asset forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy, and
information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one
or more embedded derivatives, and HKAS
39 Financial Instruments: Recognition and
Measurement permits the entire combined
contract (asset or liability) to be designated as
at FVTPL.
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3. SIGNIFICANT 3. MEFFIBR®

ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial assets (Continued)

Financial assets at FVTPL (Continued)

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend
or interest earned on the financial asset and is
included in the consolidated statement of profit or
loss and other comprehensive income. Fair value is
determined in the manner described in Note 6.

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturity dates that the Group has the
positive intention and ability to hold to maturity other
than:

a) those that the entity upon initial recognition
designates as at fair value through profit or
loss;

b) those that the entity designates as available
for sale; and

C) those that meet the definition of loans and
receivables.

Subsequent to initial recognition, held-to-maturity
investments are measured at amortised cost using
the effective interest method less any impairment
(see the accounting policy in respect of impairment

losses on financial assets below).
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial assets (Continued)

AFS financial assets

AFS financial assets are non-derivatives that are
either designated as available-for-sale or are not
classified as (a) loans and receivables, (b) held-to-
maturity investments or (c) financial assets at FVTPL.

Equity and debt securities held by the Group that
are classified as AFS financial assets and are
traded in an active market are measured at fair
value at the end of each reporting period. Changes
in the carrying amount of AFS monetary financial
assets relating to interest income calculated using
the effective interest method and dividends on
AFS equity investments are recognised in profit
or loss. Other changes in the carrying amount
of AFS financial assets are recognised in other
comprehensive income and accumulated in equity.
When the investment is disposed of or is determined
to be impaired, the cumulative gain or loss previously
accumulated in equity is reclassified to profit or loss
(see the accounting policy in respect of impairment
losses on financial assets below).

Dividends on AFS equity investments are recognised
in profit or loss when the Group’s right to receive
the dividends is established.

AFS equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity investments are measured at
cost less any identified impairment losses at the end
of each reporting period (see the accounting policy
in respect of impairment loss on financial assets
below).
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables (including trade receivables, deposits
and other receivables, amount due from a joint
venture and cash and bank balances) are measured
at amortised cost using the effective interest method,
less any impairment.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest would
be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at the end of
reporting period. Financial assets are considered to
be impaired when there is objective evidence that,
as a result of one or more events that occurred
after the initial recognition of the financial asset, the
estimated future cash flows of the investment have
been affected.

For AFS equity investments, a significant or
prolonged decline in the fair value of the security
below its cost is considered to be objective evidence
of impairment.

For all other financial assets, objective evidence of
impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

° breach of contract, such as a default or
delinquency in interest or principal payments;
or

° it becoming probable that the borrower will
enter bankruptcy or financial re-organisation;
or

° the disappearance of an active market for that
financial asset because of financial difficulties.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial assets (Continued)

Impairment of financial assets (Continued)

For certain categories of financial assets, such as
trade receivables, assets that are assessed not to
be impaired individually are, in addition, assessed for
impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could
include the Group’s past experience of collecting
payments, an increase in the number of delayed
payments in the portfolio past the average credit
period, as well as observable changes in national or
local economic conditions that correlate with default
on receivables.

For financial assets carried at amortised cost, the
amount of the impairment loss recognised is the
difference between the asset’s carrying amount and
the present value of estimated future cash flows,
discounted at the financial asset’s original effective
interest rate.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return for
a similar financial asset. Such impairment loss will
not be reversed in subsequent periods (see the
accounting policy below).

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade receivables, where the
carrying amount is reduced through the use of
an allowance account. When a trade receivable is
considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of
amounts previously written off are credited against
the allowance account. Changes in the carrying
amount of the allowance account are recognised in
profit or loss.

When an AFS financial asset is considered to be
impaired, cumulative gains or losses previously
recognised in other comprehensive income are
reclassified to profit or loss in the period.
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For the year ended 31 December 2015 #HZ=—=

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets measured at amortised cost,
if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised, the previously
recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed
does not exceed what the amortised cost would
have been had the impairment not been recognised.

In respect of AFS equity investments, impairment
losses previously recognised in profit or loss are
not reversed through profit or loss. Any increase
in fair value subsequent to an impairment loss is
recognised in other comprehensive income and
accumulated under equity. In respect of AFS debt
investments, impairment losses are subsequently
reserved through profit or loss if an increase in the
fair value of the investment can be objectively related
to an event occurring after the recognition of the
impairment loss.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a group
entity are classified as either financial liabilities or
as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Group are recognised at the proceeds
received, net of direct issue costs.

Repurchase of the Company’s own equity
instruments is recognised and deducted directly in
equity. No gain or loss is recognised in profit or loss
on the purchase, sale, issue or cancellation of the
Company’s own equity instruments.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)

Financial liabilities and equity instruments (Continued)

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when
the financial liability is either held for trading or it is
designated as at FVTPL on initial recognition.

A financial liability is classified as held for trading if:

it has been acquired principally for the purpose
of repurchasing it in the near term; or

on initial recognition it is part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual
pattern of short-term profit-taking; or

it is a derivative that is not designated and
effective as a hedging instrument.

A financial liability other than a financial liability held
for trading may be designated as at FVTPL upon
initial recognition if:

such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

the financial liability forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy, and
information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one
or more embedded derivatives, and HKAS
39 Financial Instruments: Recognition and
Measurement permits the entire combined
contract (asset or liability) to be designated as
at FVTPL.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial liabilities and equity instruments (Continued)

Financial liabilities at FVTPL (Continued)

Financial liabilities at FVTPL are measured at
fair value, with any gains or losses arising on
remeasurement recognised in profit or loss. The net
gain or loss recognised in profit or loss incorporates
any interest paid on the financial liability and is
included in the consolidated statement of profit or
loss and other comprehensive income. Fair value is
determined in the manner described in Note 6.

Financial liabilities at fair value through profit or
loss of the Group are convertible bonds classified
as share-based payment transactions and are
measured at fair value on initial recognition. At the
end of each reporting period subsequent to initial
recognition, financial liabilities at fair value through
profit of loss are re-measured at fair value, with
changes in fair value recognised directly in the period
in which they arise.

Bonds and warrants

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

Warrants that are contractually transferable
independently of the bonds and entitle the holder
to acquire a fixed number of the Company’s own
equity instruments for a fixed amount of cash are
equity instruments. The proceeds (net of transaction
costs) allocated to the warrants are recognised in
the warrant reserve in equity.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial liabilities and equity instruments (Continued)

Convertible bonds contain liability and equity
components

Convertible bonds that can be converted to equity
share capital at the option of the holder, where
the number of shares that would be issued on
conversion and the value of the consideration that
would be received at that time do not vary, are
accounted for as compound financial instruments
which contain both a liability component and an
equity component.

Convertible bond issued by the Company that
contain both financial liability (together with the
early redemption option which is closely related to
the host liability component) and conversion option
components are classified separately into respective
liability and equity components on initial recognition
in accordance with the substance of the contractual
arrangements and the definitions of a financial
liability and an equity instrument. Conversion option
that will be settled by the exchange of a fixed
amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is
classified as an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest rate for similar non-convertible debts (with
early redemption option). The difference between the
gross proceeds of the issue of the convertible bonds
and the fair value assigned to the liability component
is allocated to the conversion option that meets the
definition of an equity instrument, and is included in
equity as convertible bonds equity reserve.

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability
component into ordinary shares of the Company, will
remain in convertible bonds equity reserve until the
embedded option is exercised or expired.
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3. SIGNIFICANT 3. MEFFIBR®

ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial liabilities and equity instruments (Continued)

Convertible bonds contain liability and equity
components (Continued)

When the option is exercised, the convertible bonds
equity reserve and the carrying value of the liability
component at the time of conversion, are transferred
to share capital and share premium as consideration
for the shares issued. Where the option remains
unexercised at the expiry date, the balance stated in
convertible bonds equity reserve will be released to
the retained earnings/accumulated losses. No gain or
loss is recognised in profit or loss upon conversion
or expiration of the option.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation
of the gross proceeds. Transaction costs relating
to the equity component are charged directly to
equity. Transaction costs relating to the liability
component are included in the carrying amount of
the liability portion and amortised over the period
of the convertible bonds using the effective interest
method.

Other financial liabilities

Other financial liabilities (including trade payables,
other payables and accruals, bank overdrafts, loan
from a related company, loans from shareholders,
finance lease obligation and borrowings) are
subsequently measured at amortised cost using the
effective interest method.
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SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)
Financial liabilities and equity instruments (Continued)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
(including all fees and points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability,
or, where appropriate, a shorter period to the net
carrying amount on initial recognition.

Interest expense is recognised on an effective
interest basis other than financial liabilities classified
as at FVTPL.

Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues
to control the transferred asset, the Group continues
to recognise the asset to the extent of its continuing
involvement and recognises an associated liability.
If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset,
the Group continues to recognise the financial asset
and also recognises a collateralised borrowing for
the proceeds received.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuea)

Derecognition (Continued)

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in
its entirety, the Group allocates the previous carrying
amount of the financial asset between the part it
continues to recognise, and the part it no longer
recognises on the basis of the relative fair values
of those parts on the date of the transfer. The
difference between the carrying amount allocated
to the part that is no longer recognised and the
sum of the consideration received for the part no
longer recognised and any cumulative gain or loss
allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss.
A cumulative gain or loss that had been recognised
in other comprehensive income is allocated between
the part that continues to be recognised and the
part that is no longer recognised on the basis of the
relative fair values of those parts.

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and
payable is recognised in profit or loss.

—hAFT_A=+—HLEFE
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3. SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Related parties

A party is considered to be related to the Group if:

(i

or

(ii

the party is a person or a close member of
that person’s family and that person,

(@)

(0)

has controls or joint control over the
Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or of a parent
of the Group;

the party is an entity where any of the following
conditions applies:

(@)

(b)

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

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

the entity and the Group 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;

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

a person identified in (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); and

the entity, or any number of a group
of which it is a part, provides key
management personnel services to the
Group or to the presents of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 H#E —ZT—AF+-_A=+—HILFE

SIGNIFICANT
ACCOUNTING POLICIES
(Continued)

Related parties (Continued)

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

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term
highly liquid investments that are readily convertible
into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a
short maturity of generally within three months when
acquired, which are repayable on demand and form
an integral part of the Group’s cash management
and bank overdrafts.

For the purpose of the consolidated statement
of financial position, cash and cash equivalents
comprise cash on hand and at banks, including
term deposits, and assets similar in nature to cash,
which are not restricted as to use. Bank overdrafts
are shown in current liabilities.

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY
SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in Note 3, management
is required to make judgements, estimates and
assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and underlying assumptions
are based on historical experience and other factors
that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimates are revised if the revisions affect
only that period, or in the period of the revisions and
future periods if the revisions affect both current and
future periods.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY
SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty

The following are 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.

Allowance for and write off of irrecoverable receivables

The Group’s management determines the allowance
for irrecoverable receivables on a regular basis. A
considerable amount of judgement is required in
assessing the ultimate realisation of the outstanding
receivables. These estimates are based on the
credit history of its customers and current market
conditions. When the Group’s management
determines that there are indicators of significant
financial difficulties of the debtors such as default
or delinquency in payments, allowance for debtors
are estimated. The management of the Group
reassesses the estimations at the reporting date.
When the Group’s management determines the
debtors are uncollectible, they are written off against
the allowance account for debtors. Any amount held
in the allowance account in respect of those debtors
is reversed.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over their estimated useful lives,
after taking into account their estimated residual
value. The Group assesses annually the residual
value and the useful lives of the property, plant and
equipment. If the expectation differs from the original
estimate, such difference will impact the depreciation
and the amortisation charge in the period in which
such estimate is changed.
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NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY
SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continuead)

Estimated impairment oss on film products and film
proauction in progress

Management regularly reviews the recoverability
of the Group’s film products and film production
in progress with reference to its estimated future
revenue less the relevant costs, its intended future
use and current market environment. Impairment
for estimated irrecoverable amounts are recognised
in the consolidated statement of comprehensive
income when there is objective evidence that the
asset is impaired. In determining whether impairment
on film products and film production in progress
is required, the Group takes into consideration the
present value of future cash flows expected to be
received.

Classification between investment properties and owner-
oceupled properties

The Group determines whether a property qualifies
as an investment property, and has developed
criteria in making that judgement. Investment
property is a property held to earn rentals or for
capital appreciation or both. Therefore, the Group
considers whether a property generates cash flows
largely independently of the other assets held by the
Group. Some properties comprise a portion that is
held to earn rentals or for capital appreciation and
another portion that is held for use in the production
or supply of goods or services or for administrative
purposes. If these portions could be sold separately
or leased out separately under a finance lease, the
Group accounts for the portions separately. If the
portions could not be sold separately, the property
is an investment property only if an insignificant
portion is held for use in the production or supply
of goods or services or for administrative purposes.
Judgement is made on an individual property basis
to determine whether ancillary services are so
significant that a property does not qualify as an
investment property.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY
SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continuead)

Amortisation of film rights

The Group is required to estimate the projected
revenue of the film rights based on the shorter
of the wunderlying license period and their
useful lives in order to ascertain the amount of
amortisation charges for each reporting period.
The appropriateness of the amortisation estimate
requires the use of judgement and estimates
with reference to the prevailing and future market
conditions and the expected cash flow pattern of
the projected revenue. Changes in these estimates
and assumptions could have a material effect on the
amortisation expenses.

Estimation of fair value of long-term other receivables

The long-term other receivables represent
consideration receivables regarding the construction
management agreement with a local government
company in the PRC (note 27). The Group
estimates the fair value of consideration receivables
by determining the fair value of the property
transferred based on a qualified professional valuer
appraised. The Group also projects the future cash
receipt of the consideration receivables based
on reliable estimates of future cash flows derived
from the repayment terms in accordance with
the construction management agreement. The
difference between the fair value and actual receipt
of the consideration implies a discount rate to
reflect the Group’s assessment of the uncertainty
in the amount and timing of the cash flows. These
estimates and projections are determined by the
Group’s management based on their experience and
assessment on current and future market condition.
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5. CAPITAL RISK

—hAFT_A=+—HLEFE

MANAGEMENT

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 2014.

The capital structure of the Group consists of net
debt (which includes trade payables, other payables
and accruals, bank overdrafts, loan from a related
company, loans from shareholders, borrowings,
finance lease obligation, bonds, convertible
bonds and promissory note net of cash and cash
equivalents) and equity attributable to owners of
the Company (comprising issued share capital and
reserves).

The Group is not subject to any externally imposed
capital requirements.

Gearing ratio

The Directors review the capital structure regularly.
As part of this review, the Directors consider the cost
of capital and the risks associated with each class of
capital. Based on recommendations of the Directors,
the Group will balance its overall capital structure
through the payment of dividends, new share issues
and share buybacks as well as the issue of new
debt.

The gearing ratio at the end of the reporting period
was as follows:
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2015 2014
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HK$’000 HK$'000

FET FAT

Total debts BIETS 1,042,568 488,361
Total assets BE E 2,448,510 1,835,642
Gearing ratio BEXRBELE 43% 27%




(a)

ANNUAL REPORT 2015 — FAF
6. FINANCIAL INSTRUMENTS 6. BT H
Categories of financial instruments (@) £BMIARE
2015 2014
—E-1F —E—-MEF
Notes HK$°000 HK$’000
M 5 FHET F# T
Financial assets EHMEE
Loans and receivables ERREWRIE
Non-current assets EREBEE
Other receivable and H b fE Y5k IE &
deposit g 27 99,742 98,386
Current assets MENEE
Trade receivables e W E 5 A 25 3,440 765
Deposits and other EeRkHE ﬂﬂ
receivables JiE U 3k 18 27 11,846 10,500
Amount due from a joint JEW G & b5
venture A 21 2,414 =
Cash and bank balances /& RIR1T4 6% 28 12,705 7,406
130,147 117,057
Finance liabilities EWMERE
Fair value through profit or #Z A R ET B
loss 51| Bk
Convertible bonds Al A% (& 5 36 226,068 —
Amortised cost 1 8 A &
Non-current liabilities ERBER
Other payables H th, & < 5K 30 26,909 =
Loans from shareholders Hx HHWEX 32 32,500 —
Borrowings B BS) 83,219 45,000
Bonds &% 35 271,897 —
Convertible bonds A # iR R 5 36 - 140,260
Promissory note O ER 37 79,576 =
Finance lease obligation B 7S T E R IE 34 15,712 16,025
Current liabilities RENEE
Trade payables JER B 558 29 1,179 158
Other payables and Efﬂfﬁ IE&
accruals Bt EH 30 125,217 67,702
Bank overdrafts RITEX 28 8,345 8,524
Loan from a related — AT N
company B 31 12,400 12,400
Loans from shareholders REMER 32 107,000 44,240
Borrowings BE 33 185,942 116,600
Bonds &% 35 2,073 79,946
Convertible bonds A2 % (& 5 36 151,382 66,382
Finance lease obligation B 75 70 & A IE 34 5,954 3,224
1,335,373 600,461
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6. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies

The Group is exposed to a variety of financial
risks which result from its operating, investing
and financing activities. The Group’s major
financial instruments include trade receivables,
deposits and other receivables, cash and
bank balances, trade payables, other payables
and accruals, bank overdrafts, loan from a
related company, loans from shareholders,
borrowings, finance lease obligation, bonds,
convertible bonds and promissory note.
Details of these financial instruments are
disclosed in the respective notes. The risks
associated with these financial instruments
and the policies applied by the Group to
mitigate these risks are set out below. The
directors of the Company manage and
monitor these exposures to ensure appropriate
measures are implemented in a timely and
effective manner.

There has been no change to the types of
the Group’s exposure in respect of financial
instruments or the manner in which it manages
and measures the risks.

Market risks

Foreign currency risk

Currency risk refers to the risk that the fair
value or future cash flows of a financial
instrument will fluctuate because of changes
in foreign exchange rates. Several subsidiaries
of the Group have foreign currency sales and
purchases, which expose the Group to foreign
currency risk. Certain trade receivables and
payables of the Group are denominated in
either RMB or United States Dollars (‘US$”).
The Group currently does not have a foreign
currency hedging policy as the directors of
the Company considered that the volatility
of the exchange rates between HK$, RMB
and US$ is limited. However, the directors of
the Company monitor the foreign exchange
exposure and will consider hedging significant
foreign currency exposure should the need
arises.
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6. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies (Continuea)

Market risks (Continueq)

Interest rate risk

Interest rate risk relates to the risk that the fair
value or cash flows of a financial instrument
will fluctuate because of changes in market
interest rates. The interest rates and terms of
repayment of the loan from a related company,
loans from shareholders, borrowings, bonds,
convertible bonds and promissory note
which are subject to fixed interest rates are
disclosed in notes 31, 32, 33, 35, 36 and 37
respectively. The Group currently does not
have any interest rate hedging policy, however,
the directors monitor interest rate change
exposure and will consider hedging significant
interest rate change exposure should the need
arise.

Other price risk

As the Group has no significant investments in
financial instruments at fair values, the Group
is not exposed to significant price risk.

Crediit risk management

Credit risk refers to the risk that the
counterparty to a financial instrument would
fail to discharge its obligation under the
terms of the financial instrument and cause
a financial loss to the Group. To minimise
the credit risk, management of the Group
has delegated a team responsible for
determination of credit limits, credit approvals
and other monitoring procedures to ensure
that follow-up action is taken to recover
overdue debts. In addition, the Group reviews
the recoverable amount of each individual
trade debt at each reporting date to ensure
that adequate impairment losses are made for
irrecoverable amounts.

Majority of the Group’s bank balances are
deposited with banks in Hong Kong and the
PRC and the Group has limited the exposure
to any single financial institution. The credit
risk on liquid funds is limited because the
counterparties are banks with good credit-
rating.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 #HZ=—=

6. FINANCIAL INSTRUMENTS
(Continued)

(b)

Financial risk management objectives and
policies (Continuea)

Credit risk management (Continuea)

Credit risk is concentrated as 10% (2014:
51%) of the total trade receivables are due
from the Group’s largest customer within
hotel operation segment (2014: film production
and distribution segment). However, the
management of the Group closely monitors the
progress of collecting the payments from the
customers and reviews the overdue balances
regularly. In this regard, the directors consider
that the Group’s credit risk is significantly
reduced.

Collateral held as security and other credit
enhancements

The Group does not hold any collateral or
other credit enhancements to cover its credit
risks associated with its financial assets.

Liquidlity risk management

Liquidity risk relates to the risk that the
Group will not be able to meet its obligations
associated with its financial liabilities. In the
management of liquidity risk, the directors
monitor and maintain a level of cash and
cash equivalents deemed adequate to finance
the Group’s operations and to meet its
debt obligations as they fall due. The Group
finances its working capital requirements
mainly by the funds obtained from the
issuance of equity instruments.

At the reporting date, the maturity profile
of the Group’s financial liabilities based on
contractual undiscounted payments and
the earliest date in which the entity can be
required to pay were set out below.
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6. FINANCIAL INSTRUMENTS
(Continued)

(b)
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6. & T H@®)

— hAF

Financial risk management objectives and
policies (Continuea)

Liquidity risk management (Continuea)
Liquidity tables

The following tables detail the Group’s
remaining contractual maturity for its non-
derivative financial liabilities. The tables have
been drawn up based on the undiscounted
cash flows of financial liabilities based on
the earliest date on which the Group can be
required to pay.

The tables include both interest and principal
cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is
derived from market interest rates prevailing at
the end of reporting period.

b) HHEAREEEGERBRKE

RYEE AR EHE (&)
RBEER

TRHAVNAEBETESRAGER
BRAWFH  ZERBHRARWBRA
& 8 RN B & F A E SR A
BHmAmE

TERBENERASESRE - 3%
FEXMs KBRS BHFERARE
HRBAMMSHEAFESD -

Weighted On More than
average demand or 1 year but More Total
interest within  less than than undiscounted Carrying
rate 1 year 5 years 5 years cash flows amounts
MEFEH  BKREKS SZR-F AURBEL
flx —Fh BLREE SZREF RELHE fREE
% HK$ HK$ HK$ HK$ HK$
% BT BT BT BT BT
At 31 December 2015 RZF-8&F
+=A=+-H
Non-derivative financial K
liabilities £FIR
Trade and other payables and & & 578 &
accruals H f fE {$ 508
NRERE R - 153,088 - - 153,088 153,088
Bank overdrafts RITEL 4,50 8,379 - - 8,379 8,345
Loan from a related company — R A RN E K 11.00 12,855 - - 12,855 12,400
Loans from shareholders IRR B E 10.14 117,190 36,455 - 153,645 139,500
Borrowings (3 10.11 205,378 90,997 - 296,375 269,161
Bonds &% 13.76 26,616 306,509 61,065 394,190 273,970
Convertible bonds MRk ESR 16.47 189,806 - - 189,806 151,382
Promissory note AEER 12.41 9,120 91,735 - 100,855 79,576
Finance lease obligation MEAEEE 11.34 7,845 8,074 57,282 73,201 21,666
730,277 533,770 118,347 1,382,394 1,109,088
Derivatives fTEIR
Convertible bonds R RES 11.48 32,623 267,872 - 300,495 226,068
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR A W B AR MY RE

For the year ended 31 December 2015 H#E —ZT—AF+-_A=+—HILFE

6. FINANCIAL INSTRUMENTS 6. &« TH@®

(Continued)
(b)  Financial risk management objectives and (b) HMEBEERREBEEHRBRKRZ
policies (Continuea)
o , e 2
Liquidity risk management (Continuea) RPRZEEEE(E)
0 o m ) 3 P AN =
Liquidity tables (Continuea) RBEER(E)
Weighted On  More than
average  demand 1 year but More Total
interest  or within less than than  undiscounted Carrying
rate 1 year 5 years 5 years cash flows amounts
METH RERH ZR—F AERBRS
fl2  —FR AIRAEFE SRAE MELE EEE
% HK$ HKS HKS HKS HKS
% BT BT BT BT BT
At 31 December 2014 R-ZB—-NE
+ZA=+-H
Non-derivative financial &
liabilities SRMIR
Trade and other payables EREZRER
and accruals Hin B HE
MR EEE A - 67,588 - - 67,588 67,588
Bank overdrafts BITEX 4.50 8,558 = = 8,558 8,524
Loan from a related company ~ — BB ARHE R 11.00 14,219 = = 14,219 12,400
Loans from a shareholder —ZBRRMER 9.66 48,241 = = 48,241 44,240
Borrowings f&& 9.25 124,208 44,791 - 168,999 161,600
Bonds &% 16.57 84,683 = = 84,683 79,946
Convertible bonds AR ES 16.51 75614 165,984 = 241,598 206,642
Finance lease obligation g g 11.56 5,185 7,993 61,732 74,910 19,249
428,296 218,768 61,732 708,796 600,189
(c) Fair value measurements () ARE:FE
Fair value measurements recognised in the REEGHBENRIZABRRL 2 B 2
consolidated statement of financial position
At the end of the reporting period, the RBERR AEBTEEFMEEK
Group did not have any assets and liabilities BERLAAREASEZFRTE -
that were measured at the above fair value
measurements hierarchy.
During the years ended 31 December 2015 HE_ZT-—AFER-_T-—NF+_A=
and 2014, there were no transfers of fair value +—HLEFE F— ?& B — 4 7 [

measurements between Level 1 and Level 2
and no transfers into or out of Level 3.

jﬁ?ﬁ’&ﬁfﬁﬁ%Z@}}% CEERE
REREE=R



REVENUE, OTHER INCOME,
OTHER GAINS AND

(LOSSES)

Revenue derived from the Group’s principal activities
recognised during the year is as follows:

ANNUAL REPORT 2015

(s 18)

FRAEARKAARAEEEIZEBHRALT

E— W

7. WA~ HAtBA - HoAt i ds K

2015 2014
—E-4fE —ZE—mF
HK$’000 HK$'000
FTE&ET FHET
Revenue [N
Artiste management fee income BABEEBUWRA 1,305 1,440
Hotel room income B 5 B R A 10,733 4,781
Food and beverage income Z I A 8,784 1,599
Entrance fee income REON 11,940 2,565
Event income EB A 2,276 -
Films production and licensing B B ERFRFIRA
income 352 1,269
Rental income HE2HA 2,916 1,448
Sales of goods EmiHE 871 1,259
Ancillary services B 5% R 75 861 899
40,038 15,260
Other income Hitb g A
Bank interest income AT B A 6 310
Waiver of interest of convertible MR ES TS
bond - 7178
Others H A, 3,036 292
3,042 7,780
Other gains and (losses) HabUs R (EBHE)
Net gains on disposal of property, HEWE  BEKXE
plant and equipment B 5 = 127 =
Net losses on early redemption of REBERARRESSN
convertible bonds FE B - (27,556)
127 (27,556)
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8. SEGMENT INFORMATION

The Group manages its businesses by business
lines. In a manner consistent with the way in which
information is reported internally to the Group’s
most senior executive management, being the
chief operating decision maker (“CODM”), for the
purposes of resources allocation and performance
assessment, the Group is currently organised into
three operating segments. No operating segments
have been aggregated to form the following
reportable segments.

— Production and
distribution of
films, provision of
management service
to artistes and event
coordination

Film production and
distribution, artiste
management and event
coordination

Film studio operation — Operation of film studio

Hotel operation — Operation of hotel

Segment information about the Group’s reportable
segments is presented below.

o 5 % 4 S AL SR A R A

8.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR A W B AR MY RE

For the year ended 31 December 2015 HEZE T —AF +-_A=+—HIFE
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8. SEGMENT INFORMATION 8. &R &)
(Continued)
Segment revenues and results PHBARES
The following is an analysis of the Group’s revenue AT ARIRAZ2Hm D EBE DA S BB A K
and results by reportable segments: BT
Film
production
and
distribution,
artiste
management Film Inter-
and event studio Hotel segment
coordination operation operation elimination Total
ERHER
BT EZA
TER B
EERE wE EELE SBDEEH Bl
HK$000 HK$'000 HK$’000 HK$’000 HK$’000
FHERT FTHET FHET FTHET FERT
Year ended 31 December 2015 HE-FT-I4F
+=RA=+—HLEEE
Revenue from external customers REIMRBERH M A 4,099 15,684 20,255 - 40,038
Inter-segment revenue 2P A - - 882 (882) -
Reportable segment revenue AEHmRABRA 4,099 15,684 21,137 (882) 40,038
Reportable segment loss AERDBER (15,387) (80,183) (41,852) - (187,422
Other income Ha g A 3,042
Fair value changes of convertible HBRESF AR ELD
bonds (19,945)
Loss on fair value changes of BREMERAREEHH
investment properties BB (900)
Net gains on disposal of property,  HEME BENREN
plant and equipment T 127
Unallocated corporate expenses KABERRMX (28,827)
Finance costs BE A (80,909)
Loss before income tax BRATBH B R (264,834)
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8. SEGMENT INFORMATION

—hAFT_A=+—HLEFE

8. &M &

(Continued)
Segment revenues and results (Continued) PHBMARESR(Z
Film
production
and
distribution,
artiste
management Film Inter-
and event studio Hotel segment
coordination  operation  operation elimination Total
BYRER
BT BA
E1P & AR
/EEU S meE  AELE DIHEEH B
HK$’000 HK$'000 HK$'000 HK$’000 HK$'000
FHET T THExT FHT FHET
Year ended 31 December 2014 BHE-ZT—NF
+ ﬂ +—HLFE
Revenue from external customers REINFREPHWA 2,709 4,724 7,827 - 15,260
Inter-segment revenue 2 P A - - 426 (426) -
Reportable segment revenue A2/ HBUA 2,709 4,724 8,253 (426) 15,260
Reportable segment loss AIZH/DHEE (928) (2,073) (19,118) = (22,119)
Other income Ha g A 101
Net losses on early redemption of 12 % B B 7] # ik B 5
convertible bonds BiEFE (27,556)
Unallocated corporate expenses KAOBERRRX (21,913)
Finance costs KA (71,502)
Loss before income tax BRATEHAIE R (142,989)

Revenue reported above represents revenue
generated from external customers and inter-
segment sales during both years.

Segment loss represents the loss incurred by each
segment without allocation of central administration
costs including directors’ salaries, net losses on
early redemption of convertible bonds, fair value
changes of convertible bonds, other income, finance
costs, income tax expense, net gains on disposal
of property, plant and equipment and unallocated
corporate expenses. This is the measure reported to
the CODM for the purposes of resource allocation
and assessment of segment performance.

EREHFWRAEMEFEAREIIRETP
WA R D BRI SHE o

DEHBEEESSMELENER  EHLESD
PRATHRARNBEESEHFE  REED
AMBEESNERFE ABREESQIAE
BE) - Hil A BEKE S Mﬁi
ﬁE%¥ TR 55 B i 2 Wz 3 B R
REIRX) - RS Méﬁ&ﬁﬁ\%%
ﬁﬁﬁi%wéﬁﬁﬁﬁmmﬁgﬁi
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8. SEGMENT INFORMATION 8. &R &)
(Continued)
Segment assets and liabilities PHEERERE
Film
production
and
distribution,
artiste
management
and event Film studio Hotel
coordination  operation  operation Total
EHRME
RET |
BAEER BES -
EEME wE EELE w4
HK$'000  HK$'000  HK$'000  Hk$'000
TER TER TERT TER
At 31 December 2015 R-F—-A&E+=-H=+—H
Reportable segment assets AE2/HDEE 26,499 1,337,273 1,037,823 2 401,595
Property, plant and equipment M- BERZE 1,525
Cash and cash equivalents ReRBE&SEEE 8,063
Intangible asset BREE 1,079
Investment properties BEME 32,200
Unallocated corporate assets APBAREE 4,048
Consolidated assets FEEE 2,448,510
Reportable segment liabilities ERSBEE (1,642 (96,691) (75,624)  (173,957)
Loan from a related company —HEBARMNER (12,400)
Loans from shareholders EEN=EN (139,500)
Borrowings B8 (269,161)
Bonds B (273,970)
Convertible bonds AR ES (377,450)
Promissory note A ER (79,576)
Deferred tax liabilities EERBAE (179,804)
Provision for income tax e EE (2,951)
Unallocated corporate liabilities Pl /NI R= (9,359)
Consolidated liabilities GFEeaf

(1,518,128)
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8. SEGMENT INFORMATION 8. & KR

(Continued)
Segment assets and liabilities (Continueq) PBEEREREE)
Film
production and
distribution,
artiste
management
and event Film studio
coordination operation Hotel operation Total
BYRER
BT -BA S
By TR
EOHS e BEEE et
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHT FHET
At 31 December 2014 R-ZT—Mm4F
+-A=+-8
Reportable segment assets 2RO HBEE 13,300 858,067 939,626 1,810,993
Property, plant and equipment ME - BERRE 18,129
Cash and cash equivalents RAekFReEEER 3,438
Unallocated corporate assets APERREE 3,082
Consolidated assets REEE 1,835,642
Reportable segment liabilities AZRHHEE (2,223) (66,634) (34,671) (93,528)
Loan from a related company —HEBARNER (12,400)
Loans from a shareholder —ZREHER (44,240)
Borrowings BE (161,600)
Bonds &3 (79,946)
Convertible bonds AR 1B 5 (206,642)
Deferred tax liabilities REIERIEAE (159,756)
Provision for income tax PG T & (2,951)
Unallocated corporate liabilities AAEAREE (2,105)
Consolidated liabilities HeBE

(763,168)



(Continued)

8. SEGMENT INFORMATION

Segment assets and liabilities (Continuea)

For the purposes of

performance and allocating

segments:

monitoring segment
resources between

- all assets are allocated to reportable segments
other than corporate assets; and

- all

liabilities are allocated to

reportable

segments other than corporate liabilities.

8. &M &

SMEERER(E
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REENBRAERRDBELIEEIR:

Film
production
and
distribution,
artiste
management
and event Film studio Hotel
coordination operation operation Total
ERRERSE
T -EZAEHE RARW
RiEBHE g il HeE
HK$’000 HK$’000 HK$’000 HK$'000
FET FET FET FET
For the year ended NR-F—RF
31 December 2015 +=-H=+—H
Depreciation of property, plant #1% - B E R X ETE
and equipment 425 24,058 26,796 51,279
Amortisation of land lease FEAT £ 2th 72 & 4 5
prepayments - 7,923 2,245 10,168
Amortisation of film products & § 7 & ## 5,093 - - 5,093
Addition to non-current assets 3£ 7 B) & & 1 1 5,463 10,845 107,114 123,422
For the year ended 31 R_ZE—NFE+=-A=+—H
December 2014
Depreciation of property, plant ¥1% - BE R X EITE
and equipment 58 588 970 1,561
Amortisation of land lease TEAS £ b 7E & 4 8
prepayments - - 2,245 2,245
Amortisation of film products & 5 2= & # 1 7,388 - - 7,388
Change in fair value of REMEAREES
investment properties = (23,698) = (23,698)
Addition to non-current assets 3E it 8 & & 1 N = 31,520 100,079 131,599
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SEGMENT INFORMATION
(Continued)

Geographical information

All the Group’s revenue and non-current assets are
principally attributable to the PRC including Hong
Kong (being the place of domicile of the major
companies comprising the Group).

The geographical location of customers is based on
the location at which the contracts are negotiated and
entered with the customers. The total revenue from
external customers is mainly sourced from the PRC.

Information about major customers
No single customers contributed 10% or more to the

Group’s revenue for the years ended 31 December
2015 and 2014.

FINANCE COSTS
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For the year ended 31 December 2015 HEZE T —AF +-_A=+—HIFE

8. &M &

REZH

AREBEAAEWARERDEEHEEZRAF
H(BEEB)(BAL®EETEZRQF RN
b 2h) o

BRI AR ERAEPRERETAL
MR BT o KA EBEF#BIK A EER
AhE -

FREEEFNEH
BE-T -RER-T -ME+-A=+—A

IFEE TEE-XFERMASE W A10%
1>

9. BLE A

2015 2014
—E-4fF —ZE—mF
HK$’000 HK$'000
TET FHET
Finance lease charges BHHEHEE MR 1,943 1,984
Interest on bank overdrafts RIT7E X F 2 379 333
Interest on bonds BEHFE 10,729 11,673
Interest on convertible bonds Al AR E S A R 20,354 49,545
Interest on promissory note A EEA B 6,080 =
Interest on loans from shareholders X R E AT B 4,256 1,710
Interest on loan from a related company — f& BBt A & & 7K 0 7 2 1,364 1,324
Interest on other borrowings H b {5 B F 2 26,661 11,218
Interest on secured other borrowings H B KT EEF S 8,883 3,849
Interest on secured bank borrowings AR RITEEF 2 260 173
80,909 81,809

Less: amount capitalised in construction J& : 7£ &2 T2 B AL A)
in progress | - (10,307)
80,909 71,502

The weighted average -capitalisation rate of
borrowings was nil (2014: 11.31% per annum) for the
year.

AREEHMEFHEREMEERAT (ZF
—HF : FF11.31%) °
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10. LOSS BEFORE INCOME TAX 10. B Pr 15 B¢ wi i 16
2015 2014
—E—AEF —T—F
HK$’000 HK$°000
FHT FE T
Loss before income tax is arrived at KSR ATEES R~
after charging/(crediting): (Gt A) T3 & 18
Auditor’s remuneration % £ AN Bl & 530 463
Amortisation of film products B E m i E 5,093 7,388
Amortisation of land lease TEAS £t 70 & 2 5
prepayments 10,168 2,245
Costs of inventories recognised as R AR XM FE KA
expenses 329 315
Depreciation of property, plant and ~ ¥1% - RE L& EITE
equipment 51,820 2,517
Net exchange losses ME 5 E5 18 F 58 14,260 3,523
Minimum lease payments under RESCEHEREBEYEN
operating leases in respect of rented  HIKH E &
premises 8,596 2,849
Rental receivables from investment X&)% EWHE € R H &
properties less direct outgoings A % 49143,000/% 7T
of approximately HK$143,000 (Z=2—MmF 4
(2014: approximately HK$49,000) 49,0007% 7T.) (3,647) (1,399)
Employee benefit expenses EEEAMAX
(including directors’ remuneration) (BREEEH<)
(Note 13) (B 5E13)
— Salaries and allowances - 5 KER 33,371 24,881
- Contributions to retirement - RIRAE I FH 8]
benefits schemes 5,392 3,791
38,763 28,672
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For the year ended 31 December 2015 H#E —ZT—AF+-_A=+—HILFE

2 ),
11. INCOME TAX EXPENSE 11. i3 B b X

Income tax recognised in profit or loss REZREZHREHR
2015 2014
—E-aF —ET—-MmEF
HK$’000 HK$'000
FHERX T T

Deferred tax: (Note 38) R IE - (P 5E38)

- Current year - REE - 5,924
Hong Kong Profits Tax is calculated at 16.5% of RAEEERN » FEMNEBTIRGETERR
the estimated assessable profit for both years. No S M BA16.5% & - AR BEEE N EE
provision for Hong Kong Profits Tax has been made EREE N ECEMERR G - Wt
as there were no assessable profits arising in or EBNE AL BE -
derived from Hong Kong for both years.

The People’s Republic of China (‘PRC”) Enterprises ARAREAREMB(HRDKB AR
Income Tax at 25% has not been provided as 1.@;*1/7 EMBER WU ERPR 2%
the PRC subsidiaries incurred losses for taxation FTEFi (F4 R 525%) V& 4 B 45 o
purposes for both years.
Taxation arising in other jurisdiction is calculated at A E M B AR @ E A AT 18 Ty IR 4R 8 ] A
the rates prevailing in the relevant jurisdiction. EHEARERSE -
The tax charge for the year can be reconciled to loss AEEHIBERZATEGEER R EMEEEK
before tax per the consolidated statement of profit AEHBFAIEBEYENT :
or loss and other comprehensive income as follows:
2015 2014
—E-A%E —ET-F
HK$’000 HK$’'000
FET FHE T
Loss before tax I (264,834) (142,989)
Tax at domestic income tax rate ?ziz. Wﬁﬁ B =
H B IR (50,520) (27,370)
Tax effect of expenses not deductible KEHD T S MRS

for tax purpose 2 24,491 17,434
Tax effect of income not taxable for tax 3 728 8 15 W A H B 7

purpose - (3,254) 271)
Utilisation of tax losses previously not 8 4k Bif 2k B 52 B9 B¢

recognised HEE (14) -
Tax effect of unrecognised estimated 7K & 2l 51 % 18 E5 18 &9

tax losses B2 29,300 16,131
Tax effect of temporary difference not & i 32 & B 2 58 1 £ 75

recognised e (3) -
Income tax expense for the year REZREHRX - 5,924
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INCOME TAX EXPENSE 11. i B b X (&)
(Continued)
Income tax recognised in other comprehensive RERZERANERHRAEIH
income
2015 2014
—E—1F —T—mF
HK$’000 HK$'000
TFHET FHB T
Deferred tax iEEHIE
Arising on income recognised in other EXEREME2EKAER
comprehensive income: KA
Gain on revaluation of properties held for ShEFEERYEN K=
own use 20,048 28,105
Total income tax recognised in other REMEEBABRNFE
comprehensive income TR 20,048 28,105

LOSS PER SHARE

The calculation of basic loss per share is based on
the loss attributable to the owners of the Company of
approximately HK$264,828,000 (2014: approximately
HK$148,913,000) and the weighted average of
approximately 3,113,092,000 (2014: approximately
1,051,916,000) ordinary shares in issue during the
year. Diluted loss per share for loss attributable to
the owners of the Company for the years ended 31
December 2015 and 2014 was the same as basic
loss per share because the impact of the exercise of
the share options, warrants and convertible bonds
are anti-dilutive.

12. B i 8

FR BEREAEELIBEALAESA
JiE 15 165 8 #9264,828,0005% 7T (= & — P 4F :
#9148,913,0007% 7t) & B 2 17 & I 18 A% &9 1N
W 15 8 #93,113,092,0000% (=T — M 4F : 49
1,051,916,000%) 5T & - BER%HE -« RIREE &
AMBREFNTEEEREETYE Al -
HE_ZT—RFEK-_ZT—NF+_A=1+—
AIEFEARARERAEBGEBENTREE
EEETRANGERR -
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13. DIRECTORS’ AND CHIEF 13. EF LR AEHANE#H M
EXECUTIVE'S EMOLUMENTS
The emoluments paid or payable to each of the nine ENSERILECE—EOE: +R)EEK
(2014: Ten) Directors and the chief executive were BRERASRFMAT :
as follows:
For the year ended 31 December 2015 BE-_FT-AFE+-_A=+-HLEE
Salaries,
allowances Contributions
and Share-  to retirement
benefits in based benefits Total
Fees kind payments schemes emoluments
Fe Bl UERRA BREFN
He REYEHN ERHHAR B REN e
HK$°000 HK$’000 HK$’000 HK$'000 HK$’000
TER TER TERT THER TER
Executive Directors: HITES:
Ms. Law Po Yee BERTL - 900 - 18 918
Ms. Sin Ho Yee ERRR L - 225 - 1 236
Mr. Chow Kai Weng BRREREE - 710 - 18 728
Non-executive Directors: ERTES:
Mr. Sin Kwok Lam Vel Vit - 2,040 - 18 2,058
Mr. Li Sin Hung, Maxim THEEEE 34 - - - 34
Independent non-executive BAFRTEE:
Directors:
Mr. Chan Tin Lup, Trevor RALELAE 54 - - - 54
Mr. Chiu Chi Yun, Robert BEECEE 54 - - - 54
Prof. Wong Lung Tak, Patrick HEEAR 54 - - - 54
Mr. Li Kit Chee FHR2EE 54 - - - 54
Total emoluments A e 250 3,875 - 65 4,190




13. DIRECTORS’ AND CHIEF

EXECUTIVE'S EMOLUMENTS
(Continued)

For the year ended 31 December 2014

ANNUAL REPORT 2015 =& —HiF#

HEBERBHEMANE M2

BE-_S-NE+-_A=+—-BLEE

Salaries, Contributions
allowances to retirement
and benefits Share-based benefits Total
Fees in kind payments schemes  emoluments
e RE  URGA RIKEA
ne REWEN EROFMK At &l 38 Bme
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT THT THT TAT THT
Executive Directors: HITES:
Ms. Law Po Yee BELRL = 685 = 17 702
Ms. Sin Ho Yee g i) = 168 = 8 176
Mr. Chow Kai Weng BEELE = 550 = 17 567
Non-executive Directors: ERTES:
Mr. Sin Kwok Lam HEAR & = 1,445 = 17 1,462
Mr. Lam Kwok Hing, Wilfred (Note (i)  #RB & 5% 4 (Ff 7% () 25 = = = 25
Mr. Li Sin Hung, Maxim FHEARE 30 = = = 30
Independent non-executive BURTES:
Directors:
Mr. Chan Tin Lup, Trevor N A 50 = = = 50
Mr. Chiu Chi Yun, Robert wECEE 50 = = = 50
Prof. Wong Lung Tak, Patrick HEEAR 50 = = = 50
Mr. Li Kit Chee (Note (i) 2 5 (B Ex i) 30 = = = 30
Total emoluments B e 235 2,848 = 59 3,142
Notes: Bt 5F

(i) Mr. Lam Kwok Hing, Wilfred is resigned on 11 July
2014.

(i) Mr. Li Kit Chee is appointed on 1 June 2014.

Ms. Law Po Yee is also the chief executive of the
Company and her emoluments disclosed included
those for services rendered by her as the chief
executive. There was no arrangement under which a
director waived or agreed to waive any remuneration
during the years ended 31 December 2015 and
2014.

No emoluments were paid by the Group to any of
the directors as an inducement to join or upon joining
the Group or as compensation for loss of office.

(i) MEBEER-T—MF+ A+ —HEE -

(ii) FHRZEER T -—NESA-BEZE -

BERZLRBFRERARBATRAR - I
B2 & B R IE AT AR TR RS
Be  BHE—FE-—AFR-ZT-—WNE+=
A=+ —BLFEIETMNEHEENRER
RERRTMHMESNLZHE -

AEEMERERNESENERMME - AR
SIREMAREEKIERMALEE 2 S
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14. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments
in the Group, three (2014: three) were Directors of
the Company whose emoluments are included in

14. & & % M

EAEERLERRHFMALR =R (ZF—
ME: =R)RAAFEE  RENFHER
EXMFEIBRHE - HSMA (T —HF:

the disclosures in Note 13 above. The emoluments MA)ANLTEFHBaT
of the remaining two (2014: two) individual were as
follows:
2015 2014
—E—-A%F —E—NF
HK$’000 HK$'000
FHET FAT
Salaries and other benefits & R HMAEF 680 657
Retirement benefit costs iR PR A8 F B AR 33 22
713 679

Their emoluments were within nil to HK$1,000,000.

During the year, no emoluments were paid by the
Group to any of the five highest paid individuals as
an inducement to join or upon joining the Group or
as compensation for loss of office (2014: nil).

15 5 ) % B /) - 51,000,000/ 7T ©

FA-AEERENLEES W ES T
ER BB ERIMARE B SRR 2R K
BER A E (ST —E &) o
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15. PROPERTY, PLANT AND
EQUIPMENT

15. ! 3 ~ Wb M ik s

Furniture,
Leasehold fixtures Motor Construction in
land and Hotel Leasehold and office vehicles progress (hotel
buildings  properties improvements equipment and yacht Film studio  construction) Total
B kB
HET® HEYME RHEAE . ) w#EIR
kigy EEME K& B RERERE P 2% (EER®R) Ed ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT T THT T FET THT THT FET
cosT %3
Balance at 1 January 2014 RZZ-NF-A-H
4 30,889 - 1,71 4,413 3,154 - 629,165 669,332
Additions RE - - - 2,525 708 - 97,657 100,790
Surplus on valuation HEAR = = - - - - 112,420 112,420
Effect of foreign currency exchange S E [E 5 Z 5B #)
differences b2 (333) - 3 (81) (38) - (7,367) (7,816)
Transfer from Investment BROEKEANE
properties (note 16) (Kt £16) - = = = = 729,517 = 729,517
Transfer to hotel construction BRZHERR - 831,775 = = = = (831,775) =
Balance at 31 December 2014 and R=ZT—MF
1 January 2015
30,556 831,775 1,714 6,857 3,824 729,517 - 1,604,243
Additions RE - 46,514 2,113 43,170 4,339 107,626 = 203,762
Disposals HE - - - (390) (1,547) - = (1,937)
(Deficit)/surplus on valuation HE(ER) /Bt - (54,063) - - - 87,957 - 33,894
Effect of foreign currency SNERE K Z
exchange differences ve (495) (22,981) 21 (1,781) (60) (25,798) = (51,089)
Transfer to Investment properties & EREME
(note 16) (Kt £ 16) (18,487) = = = = = = (18,487)
Balance at 31 December 2015 RZ-F—HE
+-A=+-8
OE 11,574 801,245 3,848 47,856 6,556 899,307 - 1,770,386
DEPRECIATION e
Balance at 1 January 2014 RZE-NF-A-H
NEHR 1,360 = 1,565 1,625 1,343 = = 5,793
Depreciation expense TERAX 1,011 = 22 982 502 = = 2,517
Effect of foreign currency SNEE K Z B
exchange differences e 11 = (6) (44) 9 = = (48)
Balance at 31 December 2014 ~ RZZT—MF
and 1 January 2015 T-A=+-ARk
—T-hfF
—A—Rf&H 2,382 - 1,581 2,463 1,836 - - 8,262
Depreciation expense HERY 851 23,517 306 3,768 599 22,779 - 51,820
Eliminated on disposals RS - - - (350) (1,314) - - (1,664)
Surplus on valuation HEAR = (28,517) = = = (22,779) = (46,296)
Effect of foreign currency exchange 4)ME [E ¥ Z 5 &)
differences ye (56) - (10) (374) 22 - - 462)
Transfer to Investment properties EEZER AW ¥
(note 16) (Kt £ 16) (1,781) = = = = = = (1,731)
Balance at 31 December 2015 RZ-F—HE
+=A=+-H
) & 8% 1,446 = 1,877 5,507 1,099 - - 9,929
CARRYING AMOUNTS FREE
Balance at 31 December 2015 =%
+-A=+-8#
& 10,128 801,245 1,971 42,349 5,457 899,307 - 1,760,457
Balance at 31 December 2014 ~ RZZT—WF
+ZA=+—Hf
o] 28,174 831,775 133 4,394 1,988 729,517 - 1,595,981
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15. PROPERTY, PLANT AND

EQUIPMENT (continued)

During the year ended 31 December 2014,
construction in progress have been completed and
transferred to Hotel properties. Hotel properties
were revaluated on 31 December 2015 and 2014
by RHL Appraisal Limited (“RHL’), an independent
qualified professional valuer not connected to
the Group. RHL is a member of the Hong Kong
Institute of surveyors and have appropriate
qualifications and recent experience in the valuation
of properties in the relevant location. The revaluation
deficit of approximately HK$30,546,000 (2014:
surplus of approximately HK$112,420,000) net of
applicable deferred income taxes of approximately
HK$7,637,000 (2014: approximately HK$28,105,000)
was credited to properties revaluation reserve
in the amount of approximately HK$22,909,000
(2014: credited to properties revaluation reserve of
approximately HK$84,315,000). If the hotel properties
had not been revalued, it would have been included
in the consolidated financial statements at historical
cost of approximately HK$433,827,000 (2014:
approximately HK$387,313,000) as at 31 December
2015.

Film Studio were revaluated on 31 December 2015
RHL. The revaluation surplus of approximately
HK$110,736,000 net of applicable deferred income
taxes of approximately HK$27,684,000 was credited
to properties revaluation reserve in the amount of
approximately HK$83,052,000. If the film studio had
not been revalued, it would have been included in the
consolidated financial statements at historical cost of
approximately HK$624,154,000 as at 31 December
2015.

In estimating the fair value of the properties, the
highest and best use of the properties is their current
use. The reconciliation of the opening and closing
fair value balances is stated in the above table.

o 5 % 4 S AL SR A R A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR A W B AR MY RE

For the year ended 31 December 2015 HEZE T —AF +-_A=+—HIFE

15. W3 ~ Wb Mk s ()

REBEE-_TE—NEF+-_A=+—BLEE
ERTITREETRIEAEEDE - BEWE
R-E—RFEA-_FT—NF+_-_A=+—HH
KT ERBAR AT (kAT —&Z 8
AEEEBENBUYAERIEGEME
e kMITABLEIEMEENEE A8
EE AR BTN B ST EEE -
(45318 4930,546,00056 T (ZE—NE : &
# #9112,420,000) 1 B& 8 A &9 i % F7 15 72 4
7,637,000/ 7T (=& — PO 4F : #928,105,00078%
70) B A W) 2 = 7 P 5T A £922,909,000
BT CE—NF - RUESEHREETTALD
84,315,000/8 ) ° W B /E WX W EHEITE
fh  E¥E—_T—AF+_A=+—HHNE
K AN #9433,827,000/8 JT (—F — MU & : 4
387,313,000/ JL) st A &R & I 75 3R K

YRBER - E—RAFE+-_A=+—H@EXK
FITEM - EHZRF4110,736,0005% 7T kR
7 F B3R JE FT 1S 71 4927,684,0008 TTE R ¥
¥ S h BB A K83,052,00058 7T © fifi %
WHMARKER  EEER_TE—RAF+=A
=+ —HBE L KA %)624,154,00078 JLEF A
RAEPEMEK °

RIEETMEN DA ER - DENRSRRE
RERnERAERE  FORFRAABER
MEBRIIN L& o



15. PROPERTY, PLANT AND

EQUIPMENT (continued)

There has been no change to the valuation
techniques during the year. The following table
gives information about how the fair values of these
hotel properties and film studio are determined (in
particular, the valuation techniques and key inputs
used), as well as the fair value hierarchy into which

15.
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Yok ~ B B s s c8)

FA - AERMLEED - TRIBHAEZ
EHEYERFZRBA R 2 E N EE (L
HRMAGERMEZZRHABB) WER
UERBEBAAEHERBRAAEMELTES
ABEBENABERIEEMO BN AR EBER(FE
—REE=F) -
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the fair value measurements are categorised (Level
1 to 3) based on the degree to which the key inputs
to the fair value measurements is observable.

Fair value Significant

Element hierarchy Valuation techniques and key inputs unobservable inputs Range/Amount  Sensitivity

RE AREER  HERHREIERANMS EXFUREHANS #E /&8  88E

Hotel properties  Level 3 Direct comparison method by assuming sales  Discounts on quality of -10% to 10% The higher the
transactions as available in the relevant properties premiums or
market (i.e. sales transaction price per hotel discounts, the
room) higher or lower the

fair values

BRI E=/ BELBE BRREBTS LEHERS (A HNEERNONE -10%210% REITERS B
BRBEEANHERSE) ERRRAE

Film studio Level 3 Depreciated replacement costs approach Replacement costs of  RMB337,000,000  The higher the costs
(based on current cost of replacement constructions on the of constructions,
of the improvements, less allowance for land the higher the fair
physical deterioration and all relevant forms values
of obsolescence and optimisation)

Market approach (based on the comparable  Discounts on quality of -10% to 10% The higher the
accommodation value sq. ft. observed from properties discounts, the lower
the market) the fair values

YR =4 FEEERAL(ARYEREANEENA . T IRAGEENE ARK RERARE  ARE

BRERERR—IRANANRERELE 337,000,000 =)

A

mEEERETSBERABNALRESH HNEERNTR -10%Z10% RS ARERE

BFHREE)

AEEBR-_ZE—RAF+_A=+—HARKMA
FEENAEZT(ZZ—ME : 417,102,000/ 1)
METHELHWREFETRIF  UBREE

Certain of the Group’s leasehold land and buildings
which had an aggregate net book amount at
31 December 2015 of nil (2014: approximately

HK$17,102,000) were pledged to obtain banking
facilities for overdrafts. At the end of the reporting
period, the net carrying amount of film studio
held under finance leases of the Group was
approximately HK$10,128,000 (2014: approximately
HK$11,072,000).

THMITHMEREE - RBEHR AEER
EREHERENERBCEREFELNR
10,128,000/ 7T (ZZ —PO4F : #911,072,0007%5
JT) °
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16. INVESTMENT PROPERTIES

The Group’s properties interests held under
operating leases to earn rentals or for capital
appreciation purposes are measured using the fair
value model and are classified and accounted for as
investment properties.

16. &M%

AEBERMBESREREAREMREL
EHERANMERESRB AR BEBREG
E-VEERRENEIBERARK -

2015 2014
—E-EF —E—F
HK$’000 HK$’000
FTET FHET
Fair value AfE
At 1 January R—H—H - 676,576
Additions BBl - 31,437
Net (decrease)/increase in fair value RIBRZANERN A A E
recognised in profit or loss CR ),/ ¥ hns% 58 (900) 23,698
Exchange realignment b 5, 38 & - (2,194)
Transfer from/(to) properties, plant and #E & B (&) 4%
equipment %5 K& 33,100 (729,517)
At 31 December R+=—A=+—H 32,200 -
Changes in unrealised (loss)/gain on  AEEFAB N EE
revaluation of investment properties & & ¥ ¥ R &1
for the year included in profit or loss  (E518),/ 4 %5 &) % & (900) 23,698
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16. INVESTMENT PROPERTIES 16. B& W2 40

(Continued)

Fair value measurement of the Group’s investment FRERENENARENE

properties

The fair value of the Group’s investment properties REENKRENER-_ZE—RF+=-_A=+
as at 31 December 2015 has been arrived at on the — AN AR ERBHRAKNMITRAERBHETT
basis of a valuation carried out on the respective ZIhEER -

date by RHL.

The fair value was determined was derived using AREDFERAERTELRYEEBRERD
the direct comparison approach based on price EENREET RSEMEZMEERE
information of comparable properties is made. AR HETE - AR R AR 2 A&
Comparable properties of similar size, character and BMEETOMRTHEEGE  UHHEEE
location are analysed and carefully weighted against TRAFLLE -

all the respective advantages and disadvantages of
each property in order to arrive at a fair comparison
of capital values.

Details of the Group’s investment properties and R=ZF—RF+-_A=+—H KxEE2ZK
information about the fair value hierarchy as at 31 EMERBBAAAEER Z2ERDT
December 2015 are as follows:
Level 1 Level 2 Level 3 Total
B <Rl E=H BET
HK$’000 HK’000 HK$'000 HK’000

THET THET THET THET

Properties located in Hong Kong (7 A& i 815 = 32,200 = 32,200
During the year ended 31 December 2015, the HE-ZT-—HF+-_A=+—HIEFE K
Group transferred leasehold land and buildings from SEEREMER=_TE—RHF+_A=+—
investment properties which had a fair value at 31 HH A AR B4 532,200,000 70) EEHEES +
December 2015 of approximately HK$32,200,000 WREF ZEELMWREFETFTER AU
were pledged to obtain banking facilities for WMEBEIMBITRERE -

overdrafts.
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17. LAND LEASE PREPAYMENTS 17. # AT LB

2015 2014
—E—-RF —E-EF
HK$°000 HK$'000
TERT FE T
The Group’s land lease prepayments A& BB LHHFHE
comprise: BIE -
At 1 January R—A—H 80,262 82,507
Acquisition through acquisition of a & 38 U BE — R Y B 2 &
subsidiary (note 46) 2 M5 B = 18 (B 5E46) 402,251 -
Amortisation during the year F N (10,168) (2,245)
At 31 December R+=ZA=+—H 472,345 80,262
The land lease prepayments represented the BT S EEREREB T 2B
premium recognised when acquiring the land FELTHEE T SRR EE -

interests in the PRC by operating lease arrangement
with the local authority.
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18. INTANGIBLE ASSET 18. EIE & @&
Licence
]
HK$'000
FE T
COST A
Balance at 1 January, 31 December 2014 R-—ZE—WF—HF—H - +—A=+—H
and 1 January 2015 NZFT—RF—A—HWN&H =
Acquisition through acquisition of a subsidiary % i@ U B8 — &5 [} & A &) U B8
(note 46) (Hft 5£46) 1,079
Balance at 31 December 2015 RoEB—fa&E+-—A=+—HBEHR 1,079
CARRYING AMOUNTS AREE
Balance at 31 December 2015 R-F—HAFE+-A=+—HHE 1,079

Balance at 31 December 2014

The licence represents the licence plate which
enable the vehicle to travel and hang licence plate in
both PRC and Hong Kong. The licence is renewable
every year at minimal cost. The directors are of the
opinion that the Group would renew the licence
continuously and has the ability to do so.

The licence is considered by the management of the
Group as having an indefinite useful life because it is
expected to generate economic benefit to the Group
indefinitely. The licence will not be amortised until its
useful life is determined to be finite. Instead it will be
tested for impairment annually and whenever there
is an indication that it may be impaired.

R-ZEBE—MWNE+-_A=1+—"HBWN&EH -

B -BEERRAEEBHBEEERRIABL
NBEEERR -

AEBEEEERRERAERERFH -
ATEER R IR TR B S AN R E A R OE A
@ MRTEHE  RIFETNERFHETE
BER - A EBEFRRERRBERE
AT B8 3R R E RS E 1T RUE R -
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For the year ended 31 December 2015 HEZE T —AF +-_A=+—HIFE

19. PRINCIPAL SUBSIDIARIES

19. =M & 2w

Details of the Company’s principal subsidiaries at 31
December 2015 are set out as follows:

Issued and fully

PN/ i\
B AR BT

E-—hFTA=T—HHEE

Forms of Place of paid share capital/ Proportion of nominal value of
business incorporation or registered capital/ issued capital/registered capital
Name of subsidiary structure registration paid-up capital held by the Company Principal activities
EMRIBES EBTRARRE FABRMBERITRAEE
HEAS AR EBREEX  dfbE dMEs BHEF M E A6 EEEH
2015 2014
—g-5f —Z-WF
National Arts Entertainment Limited Incorporated Hong Kong Ordinary shares of 100% 100% Provision of management
(“NA Entertainment”) HK$1,500,000 (indirect) (indirect) services to artistes in
Hong Kong
BERKEBAR(HERE)) AL EE 38 1% 1,500,000 7T 100% 100% HEFEREARKEE RS
(R #) ()
National Arts Entertainment Holdings  Incorporated British Virgin Ordinary shares of 100% 100% Investment holding in Hong
Limited Islands US$192,308 (direct) (direct) Kong
BEREERERAR i ifoava ABERES 38 R192,308% 1T 100% 100% HEBBETREZR
(E#) (%)
National Arts Production & Promotions  Incorporated Hong Kong Ordinary shares of HK$1 100% 100% Provision of promotional
Limited (indirect) (indirect) performance services in
Hong Kong
HBUEREEFRAR il ava ] E@EBRIET 100% 100% FER A R ER LR
(R #) ()
National Arts Films Production Limited Incorporated Hong Kong Ordinary shares of 100% 100% Production and distribution of
(“NA Film”) HK$1,500,000 (indirect) (indirect) film in Hong Kong
BEYRAEERADN(HEYR]) FMRL Bk 3% 11,500,000/ 7T 100% 100% ERERERETEY
(R #) ()
Art Tour Limited Incorporated Hong Kong Ordinary shares of 100% 100% Property investment in Hong
HK$10,000 (direct) (direct) Kong
BEEERAA g EE 38 A%10,000% 7T 100% 100% HEEBETNERE
(E#) (%)
Glory Max Group Limited Incorporated British Virgin Ordinary shares of US$1 100% 100% Investment holding in Hong
Islands (direct) (direct) Kong
Galifo e EBERES E@EBIET 100% 100% HEFBETREZR
(E#) (%)
Head Return Limited (“HRL") Incorporated Hong Kong Ordinary shares of 100% 100% Investment holding in Hong
HK$100 (indirect) (indirect) Kong
ERERAA(ER]) AR L EE 38 Ak 1007 7T 100% 100% HEFBETREZR
() ()
Expand Pacific Limited (‘EPL") Incorporated Hong Kong Ordinary shares of 100% 100% Investment holding in Hong
HK$100 (indirect) (indirect) Kong
AFFRRERARATATFAR]) #MKT EE 3@ Ax1007 7T 100% 100% HEFBETREZR
() ()
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19. PRINCIPAL SUBSIDIARIES 19. EE W&~ wl a)

(Continued)
Issued and fully
Forms of Place of paid share capital/ Proportion of nominal value of
business incorporation or registered capital/ issued capital/registered capital
Name of subsidiary structure registration paid-up capital held by the Company Principal activities
HfRIhES ERTRARKE/ AATFBERTRAEE
MEASEE EBEBEREX SR HMEES BHEEF EMERLH TEEH
2015 2014
—E-EF ke S
Foshanshi Huixing Jiudian Co., Ltd* Wholly foreign PRC Paid-up capital of 100% 100% Hotel operation in the PRC
owned US$36,235,294 (indirect) (indirect)
enterprise
(“WFOE”)
BILHEEZEESRAR SNEBELE  TE A 236,235,294 7T 100% 100%
(B ) (R#&)
Foshanshi Huishoujingqu Kai Fa WFOE PRC Paid-up capital of 100% 100% Property development and
Co., Ltd* US$34,698,696 (indirect) (indirect) operation of film studio
and theme park in the
PRC
BUTEEREREERAR SNEBELE  TE & 734,698,696% 1T 100% 100% ETEERNERLEZH
(B #) (R#&) HREELE
Foshanshi Yupinxuan Trading Co., Ltd* Domestic PRC Registered capital of 100% 100% Retailing of souvenirs in the
enterprise RMB100,000 (indirect) (indirect) PRC
BLHHREHEERAA NERE HE & A A R#100,000 100% 100% ETETERRM
7T (B ) (R#&)
Foshanshi Yufu Food & Beverage Co., Domestic PRC Registered capital of 100% 100% Light refreshment restaurant
Ltd* enterprise RMB100,000 (indirect) (indirect) in the PRC
BUTHRFRRERRA NERE HE & A A R#100,000 100% 100% RABELEEREE
7T (B ) (R#&)
National Arts Reputation SZ consulting WFOE PRC Registered capital of 100% 100% Inactive
Co., Ltd* RMB500,000 (indirect) (indirect)
—2EEREFARINERAAF SNEBELE  TE =& A A R #500,000 100% 100% EEXG
T (B ) (R#&)
Foshanshi National Arts Hotel Co., Ltd* WFOE PRC Registered capital of 100% 100% Inactive
RMB25,000,000 (indirect) (indirect)
BLTRAEEEFRAF HNEBELE  HE EMERARE 100% 100% EEXH
25,000,0007T (A#) (A#%)
Rainbow Dragon Corporation Limited  Incorporated Hong Kong Ordinary shares of 100% 100% Investment holding in Hong
HK$150 (indirect) (indirect) Kong
BRIABARRAA g Bk E AR50 T 100% 100% HEEBETREZR
(B ) (R#&)
Wide Expand Limited Incorporated Hong Kong Ordinary shares of 100% 100% Investment holding in Hong
HK$100 (indirect) (indirect) Kong
BYERRAR g Bk EAEAR100E T 100% 100% o FEBIB £ TR AR
(B ) (F4%)
Broad Sky Investment Incorporated Hong Kong Ordinary shares of 100% 100% Property investment in Hong
HK$20 (direct) (direct) Kong
BRREHRAA il ava EV) E@R0E T 100% 100% EBFBETHERE
(E#) (BE&)
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19. PRINCIPAL SUBSIDIARIES 19. EEWE 2w =)

(Continued)
Issued and fully
Forms of Place of paid share capital/ Proportion of nominal value of
business incorporation or registered capital/ issued capital/registered capital
Name of subsidiary structure registration paid-up capital held by the Company Principal activities
HfRIhES ERTRARKRES FARMBERITRAEE
MEAS&E EBRERL  dfbE H#MEEX BHEEF HEMEXRLH ETEER
2015 2014
—¥-5f —E-NF
National Arts Film Shooting Base Incorporated Hong Kong Ordinary shares of 100% 100% Inactive
Management Company Limited HK$100 (indirect) (indirect)
AEYRANERERAR 1A B @100/ T 100% 100% H&EEH
() (F#)
National Arts Travel Limited Incorporated Hong Kong Ordinary shares of 100% 100% Inactive
HK$500,000 (indirect) (indirect)
BEREERAR il ava EE 38 12500,0007 7T 100% 100% HEEE
(F#) (FE42)
Elegant Motion Enterprises Limited Incorporated British Virgin Ordinary shares of US$1 100% 100% Investment holding in Hong
Islands (direct) (direct) Kong
BB EERRAA g REBRRES ERRIET 100% 100% EFBETREER
(E#) (E#%)
Flash Star Holdings Limited Incorporated British Virgin Ordinary shares of US$1 100% 100% Investment holding in Hong
Islands (direct) (direct) Kong
RERBRERAR il ava ERERRS TRBIET 100% 100% ERBETRERR
(E#) (B8%)
Wealth Day Enterprises Limited Incorporated British Virgin Ordinary shares of US$1 100% 100% Investment holding in Hong
Islands (direct) (direct) Kong
EAGEARARA g RBRRES ERRIET 100% 100% EFBETREER
(E#) (E#%)
Lux Unicorn Limited (“Lux Unicorn”) Incorporated Hong Kong Ordinary shares of 100% N/A  Investment holding in Hong
HK$100 (indirect) Kong
BHARAA(EE)) g e EiE LER10078 T 100% TER EERETREER
(F#)
In Industrial Company Limited Incorporated Hong Kong Ordinary shares of HK$1 100% N/A  Investment holding in Hong
(“In Industrial”) (indirect) Kong
FRAERXEBRAR(FAEXD g ) ERRIB T 100% TEfl ERBEAREZER
()
NA Sing Sing Entertainment Limited Incorporated Hong Kong Ordinary shares of 51% N/A  Provision of event
HK$500,000 (indirect) coordination services
BERELBERAA RV EE 38 12500,0007 7T 51% TER RH{EDASRE
()
*  For identification only * EHEER
Note: B 5
None of the subsidiaries had issued any listed securities RIBEER - BEHBRAREZITEMLEMES -
at the end of the reporting period. The Group had no BE_ZT—hAFR-_ZT—HNF+-_A=+—HIEF
subsidiaries which have materials non-controlling interests B o AEEVENB AR E AFFIERESR -

for the years ended 31 December 2015 and 2014.
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20. INVESTMENT IN AN 20. B8 A El B &
ASSOCIATE

Details of the Group’s investment in an associate is AEBRBERRNEEFIBOT
as follows:
2015 2014
—E—-A%F —E—E
HK$’000 HK$'000
FTERX T T
Unlisted investment, at cost FEEMRE - BHRAE 375 =
Share of post-acquisition loss and DI IEE BB R
other comprehensive income, Hiz2mU A -
net of dividends received MR E W& (119) -
256 -
Details of the Group’s associate at the end of the AEBBERNRRFEHARNFBFOT
reporting period are as follows:
Principal Proportion of ownership Proportion of
Country of place of interest held by the voting rights held
Name of Entity incorporation business Group by the Group Principal activities
FEEHEN FEEHEHN
BEBEE HEMAIER TESEME REEERLH BEELGI TEEH
2015 2014 2015 2014

ZE-RE | N5 | ZF-AE | _T-0N4F

Faithful Arts Entertainment Hong Kong Hong Kong 37.5% - 37.5% - Provision of creative multimedia

and Culture Limited (indirect) (indirect) services and acting as events
organiser
BREREBERAR BE it 37.5% = 37.5% - REAEZSEBRERELED
(A#) (A#) HEE

Summarised financial information of the associate BEATMBEAMBE

Summarised financial information in respect of the BRAARSEBEAANTFEEREEHTIRN

Group’s associate is set out below. The summarised T e LTHBERBZEE S AaRES

financial information below represents amounts B EREEARENTERRATAE

shown in the associate’s financial statements ¥ o

prepared in accordance with HKFRS.

The associate is accounted for using the equity B & AR R L F AR A S Rk A A
method in these consolidated financial statements. ABR ©
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20. INVESTMENT IN AN
ASSOCIATE (continuea)

20. BB AV R E #)

o 5 % 4 S AL SR A R A

Summarised financial information of the associate BEATUBEHBMEE)
(Continued)

2015 2014
—E—-RE —E— 4
HK$’000 HK$’000
FH#ET THET
Current assets MENEE 753 -
Non-current assets EmBE = 289 -
Current liabilities mEAaE 359 -
Non-current liabilities ERBEE - -
Cash and cash equivalents RekRE&FBHIEAR 568 -

Current financial liabilities (excluding
trade and other payables and

provisions)

Non-current financial liabilities
(excluding trade and other payables
and provisions)

Revenue

Loss for the year

Other comprehensive income for the

year

Total comprehensive income for the

year

8 5 508 I H Al A
IR LA K B )

FRBEREBENTEE
FEN B 55008 R E b fE
TFRIEIA R BEH)

WA

AEEEIE

AEREHMEEBPA

AEEZEBALE

Dividends received from the associate 784 & (& B & A &) Ug BL &)

during the year

% 2

1,358

318

318
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21. INVESTMENT IN A JOINT 21. B ERE
VENTURE
Details of the Group’s investment in a joint venture AEBEGETLHEKLENFRBOT
are as follows:
2015 2014
—E—A%F —E—mE
HK$’000 HK$’000
F#T F#& T
Unlisted investment, at cost FLEMKE - BHHANE 11,400 11,400
Share of post-acquisition loss and DI IEE EE R
other comprehensive income, net of  H b &2 EUW A -
dividends received KRB KRR (3,476) 2,779
7,924 8,621

JiE]

BECERBEHROFBLOT:

Details of the Group’s joint venture at the end of the RE
reporting period are as follows:

Principal
Country of  place of Proportion of ownership Proportion of voting rights
Name of Entity incorporation business interest held by the Group held by the Group Principal activities
TEER XEEHEWN FREHEN
ERZE EMAIER HE FR B HEHE 2 LL ) EHELAI TEER
2015 2014 2015 2014
ZE-I1f| _T-QNF | ZE-RE| _TF
Zhuhaishi Guoyi Yingshi PRC PRC 60% 60% 60% 60%  Cinema Operation
Management Co., Ltd.* (indirect) (indirect) (indirect) (indirect)
KEMBEEYRLEEER gl 60% 60% 60% 60% MEETR
BRAA (E#&) (E#) (E#E) (Fi#)

*

For identification only * B
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21. INVESTMENT IN A JOINT
VENTURE (continuea)

Summarised financial information of the joint
venture

Summarised financial information in respect of
the Group’s joint venture is set out below. The
summarised financial information below represents
amounts shown in the joint venture’s financial
statements prepared in accordance with HKFRS.

The joint venture is accounted for using the equity
method in these consolidated financial statements.

21. R ERE#E)

SELEMBEEHRE

ERAAKESECXNMBERMZERIIRN

X UTHBERBI RS

b A KK
ER==

EEREE

BUBEREENFRENT BRI TN

B ©

BE o

> 1

EERBEHFEMBRRAEBERE

2015 2014

—E—-A%F —E—mE

HK$’000 HK$’000

FHETT T T

Current assets mEEE 5,187 2,697
Non-current assets EmBEE 16,526 18,737
Current liabilities B B fE 8,410 6,406
Non-current liabilities ERBERE - -
Cash and cash equivalents HehAeEEER 3,866 1,933

Current financial liabilities (excluding B LR AE (T BIERE

trade and other payables and N8 5508 & HAth g
provisions) FRIE A K B )
Non-current financial liabilities FRBEeMEBE(TEE

(excluding trade and other payables  JEfH & 5 2 IA M H A &
and provisions) RIFRIE DA R B 48)
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21. INVESTMENT IN A JOINT 21. B ERE B
VENTURE (continuea)
Summarised financial information of the joint EELEMBENBEZ
venture (Continueq)
2015 2014
—E-AE —E
HK$’000 HK$’000
F#T FHEIT
Revenue A 11,321 3,967
Loss for the year AEEERE (697) (2,331)
Other comprehensive income AEEHMEEEA
for the year - -
Total comprehensive income REE2HEKALE
for the year (697) (2,331)
Dividends received from the joint RFEEBEE D FEWEHD
venture during the year &% 2 - =
The above loss for the year FRAFEEEBSRE
include the following: LARIBH -
Depreciation and amortisation e R (176) (98)
Interest income F B WA 7 10
Interest expense FERX - -
Income tax expense FTiSFiF X (41) (14)
The amount due from a joint venture was unsecured, EReEtENERFIEREET - 28K
interest-free and repayable on demand. AREREE -
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22. AVAILABLE-FOR-SALE 22, gt & B E

INVESTMENT
2015 2014
—E—-AF —E— 4
HK$’000 HK$’000
F#T T T
Unlisted investment, at cost EEMIKE K AE 5,000 -

iR ETREEH AR EBERARES
MK 2 BERAREITZR EMRAES
R ERR - ZIAEREAKABRETE
REREER/EAABTERNSENE -

The above unlisted investment represents investment
in unlisted equity securities issued by a limited
liability company incorporate in the British Virgin
Islands. The investment is measured at cost less
impairment at the end of the reporting period
because the range of reasonable that the directors
are of the opinion that its fair value cannot be

measured reliably.

23. FILM PRODUCTS 23. B A M
2015 2014
—E—-R%F —T—NEF
HK$’000 HK$’000
FHT FAT
Cost: A
Balance at 1 January R—A—HBHN&& 99,892 87,349
Transfer from film production in HEATEREYEM
progress (note 24) (Fff 5224) 3,295 12,543
Balance at 31 December RT+-_A=+—HR&% 103,187 99,892
Accumulated amortisation and Rt EERBERBRE:
impairment losses:
Balance at 1 January and R—H—HBK
31 December +-—A=+—HBHM&&H 87,349 79,961
Amortisation of film products B 5 o 5 5,093 7,388
Balance at 31 December R+=-—A=+—B8#&&% 92,442 87,349
CARRYING AMOUNTS iR E B
Balance at 31 December R+-_A=+—HH&% 10,745 12,543

Note:

B A E 52 v i /O 65 2 H1 495,093,000 T (ZF —
PO 4 : 497,388,000/ 70) B Rt AR &8 es R H i 2
ARARFHEZRERRE -

Amortisation charge of approximately HK$5,093,000 (2014:
approximately HK$7,388,000) with respect to film rights has
been included in cost of film production in the consolidated
statement of profit or loss and other comprehensive
income.
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24. FILM PRODUCTION IN 24. B E W
PROGRESS
2015 2014
. —= s
HK$’000 HK$’000
FET FE T
Balance at 1 January R—A—HHN&& - 8,005
Additions nNE 3,295 4,538
Transfer to film products (note 23) HBREEEMm
(P 5£23) (3,295) (12,543)
Balance at 31 December RT--_A=+—HH&&H% - =
TRADE RECEIVABLES 25. IEWE 5 A
2015 2014
—E-I% —z-me
HK$’000 HK$’000
FET FE T
Trade receivables e B 558 3,440 765

The Group generally allows a credit period from

AEERAEESEFRENEEH —KR30

30 to 90 days (2014: 30 to 90 days) to its trade Higoa( T4 : 30AE90R) - EWE
customers. The following is the ageing analysis of DIE(HNBREERE NSSENERD
trade receivables, net of allowances for bad and NﬂZDT:
doubtful debts, at the reporting date:
2015 2014
—E-AF — M F
HK$°000 HK$'000
TFHERL FHET
0 to 60 days 0£60H 1,494 558
61 to 90 days 61£290H 871 -
91 to 180 days 912180H 660 7
Over 180 days B #180H 415 200
3,440 765
At 31 December 2015, trade receivables of R-ZE—HE+-_A=+—H EKEFR

approximately HK$2,365,000 (2014: approximately
HK$558,000) were neither past due nor impaired.
These balances related to certain customers whom
there was no recent history of default.

T8 #92,365,000/8 T (=& —

7B 70) I R 7E HA B 3 S ORE -
MY EAHERCENETEFER -

PO 4F : 47558,000

ux::‘ﬁ%%ﬂ;ﬁi
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25.

26.

TRADE RECEIVABLES
(Continued)

Included in the balances are debtors with carrying
amounts of approximately HK$1,075,000 (2014:
approximately HK$207,000) which were past due
at the reporting date for which the Group has not
provided for impairment loss. Trade receivables that
are past due but not impaired relate to a number of
customers and the directors 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 over these balances.

The following is the ageing of trade receivables which

25. W E 5 3 JH (&)

4 #4 FP BT B 4E BR M B & 491,075,0007% 7T (=
T — P 4F : £9207,00078 7T) H FE U 7k T8 1A 3R
CHESH  AEBTEAZSEHERE
EiEEE BABETRBRENEKRESR
BHRETEE  MEZTRAEBRZERP
NEEGEZWESEAEH  ZSELTER
BRI 2B - BUE B &S ERE B
B AEBYERZSEEHIEEERTER -

BB E S @B T R BENEKE S K

are past due but not impaired based on the due TR RRECIAT ¢
date:
2015 2014
—E-4fF —ZE—mF
HK$’000 HK$’000
TET T T
1-90 days 1£90H 660 7
Over 90 days H#90H 415 200
1,075 207
INVENTORIES 26. i &
2015 2014
—E—-A%F —Z U4
HK$’000 HK$’000
FHET T T
Food and beverage 2R 893 553
Merchandise [l 1,045 1,087
General operating supplies and others — R & & Y& & E Ay 442 2,463
2,380 4103




27. PREPAYMENTS, DEPOSITS

AND OTHER RECEIVABLES
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27. VAT ARIE ~ ¥ & B Bl FE WK

2015 2014
—E—-A%F —E—NF
HK$’000 HK$’'000
FHET FAE T

Non-current assets ERHEE
Other receivable (note) H i pE U 5k 38 (B9 5E) 98,492 98,386
Deposit biogeea 1,250 -
99,742 98,386

Current assets RBEE

Prepayments SRR 25,977 17,075
Rental deposits HERS 2,495 2,752
Other deposits HihiE e 1,366 384
Other receivables H {th jE Uk 5k 1H 7,985 7,364
37,823 27,575
137,565 125,961

Note:

The other receivable represents the amount due from
the local government company is repayable in 40 years.
The Group and the local government company mutually
agreed that interest will not be accrued until Wong Tai Sin
Temple located in Xigiao Mountain in Foshan City, the PRC,
record a monthly turnover of above RMB100,000 for six
consecutive months. The amount is denominated in RMB.

H b 8 U2 50 I8 5 FE Y 75 BT A B B SRR O (H R
H 7405 - NAR E 75 BRIF AR EE - BRI
AR GHILTEEILSERIFEESEANE
Agem M ASRARKIOBT  BRATEFE
MB o ZREAAREE -
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28. CASH AND BANK

29.

BALANCES/BANK
OVERDRAFTS

Cash and cash equivalents represent cash at banks
and in hand and bank overdrafts.

Cash at banks earn interests at the floating rates
based on the daily bank deposits rates. Bank
overdrafts carrying interest at market rate which
range from 0.75% per annum below HKD Prime Rate
to 1% per annum over Hong Kong Inter-bank Offered
Rate (2014: range from 0.75% per annum below HKD
Prime Rate to 1% per annum over Hong Kong Inter-
bank Offered Rate).

At 31 December 2015, included in cash and
cash equivalents of the Group was approximately
HK$2,393,000 (2014: approximately HK$2,554,000)
of bank balances denominated in RMB placed with
banks in Hong Kong and the PRC and on hands,
which are not freely convertible into other currencies.

TRADE PAYABLES

The Group was granted by its suppliers’ credit
periods from 30 to 60 days (2014: 30 to 60 days).

28. Bl R BITH 8 HITIEX

AekREEEERBARBITRFTFRIRSNA
RRITEX -

RITESEFEARNF BIEER T RIBTERF
EMERFEEEERFTE - BITEI ZFHE
BANRBETREEMNRBOTENEE B RIT
RAZEFEINI% (ZE—WEF: NRBTRE
HFZFH0.75% = E B R 1TEZEFTE IN1%) 6
MBI EETE o

R-_F—RAF+-A=+—0  AEENRSE
EREEERBEENRARETERERR
BERTEZHEHRITHRITERRFERS
#12,393,000/%8 7L (= F — IO 4F : 492,554,000
BIL) c ARBTAEARRARHMER

29. WA ¥ 5 % A

AEBEEEHEHR TFI0RE60R(ZF—
M4 : 30HE60H)EEH - BNESHER

The following is the ageing analysis of trade payables WMEANBRER>THAT
at the reporting date:

2015 2014
—g-1fF —Z=—MF
HK$’000 HK$’000
THET FA T
0 to 30 days 0£30H 635 71
31 to 60 days 31£60H 193 -
61 to 90 days 61£90H 39 46
91 to 180 days 91£180H 253 =
Over 180 days HB#E180H 59 41
1,179 158
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30. OTHER PAYABLES AND 30. H i FE A5 % H K BE 5 E
ACCRUALS
2015 2014
—E—-A%F —T—F
HK$’000 HK$’000
FHET FHEIT
Current liabilities REERE
Accruals EEE A 62,444 11,004
Receipts in advance TE U R IE 217 272
Other payables H fth &~ 5K IE 62,556 56,426
125,217 67,702
Non-current liabilities FREEE
Other payables H b JE 5 3R 26,909 -
152,126 67,702
- = 2
31. LOAN FROM A RELATED 31. — M B Bk 2 v i 8 K
COMPANY
Loan from a related company represented short-term — R A B E R REARRFFRTES
interest bearing loans granted to NA Entertainment Zﬁﬂ‘?ﬁi(ﬁf‘i?ﬁiﬁﬁﬁﬁ BEAREBNN
by First Credit Limited (“First Credit”), of which Mr. F—1EH Ejﬁ‘%ﬁﬁﬁf&ﬁ([%:{aﬁﬁj)%%
Sin Kwok Lam (“Mr. Sin”), a non-executive director of BIRUENE AR EER ° EZE%KEE‘J%&ﬁ%
the Company, has significant influence. The loan is (:?E*P_TI% “11%) * AR —FAEBEEIAHAN
interest bearing at the rates at 11% (2014: 11%) per NEMERRER -

annum, repayable within one year and are secured
by a corporate guarantee granted by the Company.
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32. LOANS FROM
SHAREHOLDERS

The loan is due to Mr. Sin, which is unsecured,
interest bearing ranging 9.5% to 13% per annum
(2014: from 8.25% to 13% per annum).

The loan is due to Mr. Tse Young Lai, which is
unsecured, interest bearing ranging 10% to 12% per
annum (2014: nil).

32. Jik Wy B K

ZERKRBESLEE  BERE BN T95%
F13% (ZF— W F : ) T8.25% F13%) 2 F

FMEETR -

ZEFRABMELLE  BEEWT - RZNT
10%E12% 2 FRRFE(ZZ—HF ) -

2015 2014
—E—-AF —E—NE
HK$’000 HK$’000
FH#T T T
Current liabilities k=K

Mr. Sin W 102,000 44,240
Mr. Tse Eibie 5,000 -
107,000 44,240

Non-current liabilities EFHER
Mr. Sin Bt 17,500 =
Mr. Tse H k& 15,000 =
32,500 -




32. LOANS FROM

33.

32. b i Bk )

SHAREHOLDERS (continued)
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The Group’s borrowings are repayable as follows: AREBEEENRATHERNEZE:
2015 2014
—E—A%F —FT—OF
HK$’000 HK$’000
THET T T
Carrying amount repayable: ARVLTHAR A& E Z R
miE:
Within one year —F R 107,000 44,240
More than one year, but not exceeding — & A 1B~ i& N F
two years 20,000 -
More than two years, but not more M B ER B AF
than five years 12,500 =
139,500 44,240
'k
BORROWINGS 33. fE &
2015 2014
—E-EE —ZE—-MmF
HK$’000 HK$’000
FHET FAT
Current liabilities WmENE &
Bank loans — secured (note (a)) IRITER -
(Bt 5% () 8,100 8,500
Other borrowings — secured (note (b)) HifEE — A
(B 3% () - 50,000
Other borrowings — unsecured HmEE - iR
(note (c) (FF 3E(c) 177,842 58,100
185,942 116,600
Non-current liabilities FREE R
Other borrowings — unsecured HifEE - &EH
(note (c)) (M 7E(0) 83,219 45,000
269,161 161,600

143
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33. BORROWINGS (Continued)

The Group’s borrowings are repayable as follows:

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED [0 %5 % 4% 3¢ b 4 [ 45 BR 2 7

33. e & #®)

AEBBERRATHRAERE:

2015 2014
—E—-AF —ZE—OF
HK$’000 HK$’000
TE&ERT FAT
Carrying amount repayable: BARULTHRAESE Z
BRTE {8
On demand (note (d)) & Z 5K (Mt 7% (d)) 127,292 —
Within one year —F R 58,650 116,600
More than one year, but not exceeding — % A 1B i@ /M &
two years 83,219 10,000
More than two years, but not more  FRF A LB BB AF
than five years - 35,000
269,161 161,600

Notes:

The bank loans of the Group are secured by the
pledged of the leasehold land and buildings of
the Group. The bank loans of the Group bear
interest rates at 2.75% per annum over Hong Kong
Inter-bank Offered Rate (2014: 2.75% per annum
over Hong Kong Inter-bank Offered Rate) and all
denominated in HKS.

As at 31 December 2014, other borrowings are
secured by the share charge over of the entire share
capital of certain wholly-owned subsidiaries and
interest bearing at 9.5% per annum.

Other borrowings are unsecured and interest
bearing ranging from 4% to 15% (2014: from 4% to
15%) per annum from seventeen third parties (2014:
ten) and all denominated in HK$.

The amounts are due on 31 December 2015 and
were subsequently settled on 19 February 2016.

A

AKEZBRTRABAEEAZHEEL R
BFEER - AEBZRTEFRBER
TREFEM2.75% (ZF—WF B EE
RITRZEREN2.75%) 2 FFEGHE - 288
ABITTEHE e

RZZE—MFE+=A=+—H EMEEHMH
ET2AEMBLRZ 2B RMIRZ
TEFER - WIRFFIFK9.6%5 8

HEERE+ER(ZT—HF: +8)F
=7 BEER  LERN F4%E16% (ZF
— PO ) FA%E15%) 2 FHMEEFR - &2
EBLAB LT E o

ZEFRER-_ZE-—AF+-A=+—HZ
H REER-Z-—XRF-_ATABXN -
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34. FINANCE LEASE 34. % H B &
OBLIGATION
Future finance lease payments arising from the ARk AEHEEENARBEENTN
leasing of film studio and motor vehicle are due as ™
follows:
Minimum
lease Present
payment Interest value
REHES
(RN 2 HE
2015 2015 2015
—¥-hF —E—-HE ZF-&E
HK$°000 HK$’000 HK$’000
THET TERT THET
Not later than one year TER—F 7,845 1,891 5,954
Later than one year but not later than ER —FETERASE
five years 8,074 7,485 589
Later than five years EBRAFE 57,282 42,159 15,123
Balance at 31 December 2015 R-ZZE—RF
+t=—A=+—RH
2 EE R 73,201 51,535 21,666
2014 2014 2014
—ETomNFE —E-EOF —T-MEF
HK$'000 HK$'000 HK$'000
FTAT FAT FAB T
Not later than one year BN — 5185 1,961 3,224
Later than one year but not later than ER —FERNERTF
five years 7,993 7,802 191
Later than five years BRAF 61,732 45,898 15,834
Balance at 31 December 2014 RZZT—NF
t-—A=+—~
2 R 74,910 55,661 19,249
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34. FINANCE LEASE

OBLIGATION (continuea)

The present values of future lease payments are
analysed as:

FINANCIAL STATEMENTS

34. W% M E & @)

ARBEENKOREDINS

2015 2014

—E-4fF —ZEmE

HK$’000 HK$’000

F#T T T

Current liabilities mEEE 5,954 3,224
Non-current liabilities ERBEE 15,712 16,025
21,666 19,249

Finance lease obligation that are denominated in the

NEBSEERYEREETENTEHEE R

functional currencies of the relevant group entities TN
are set out below:

2015 2014
—B-RF —F-mF
HK$’000 HK$'000
FH&ET FAT
RMB AR 21,187 19,249
HKS BT 479 =
21,666 19,249




35. BONDS

2013 Bonds
On 23 May 2013, the Company issued the
bonds with an aggregate principal amount of

HK$78,775,000 (the “2013 Bonds”) at par value
in accordance with the conditional placing and
underwriting agreement dated 16 April 2013 entered
into between the Company and an independent
placing agent. The 2013 Bonds have a maturity of
2 years from the date of issue and bear coupon
interest at 7.5% per annum, accrued daily and
payable annually in arrears. A default rate of 12%
per annum will be charged on any sum due and
payable under the 2013 Bonds from the due date to
the date of actual payment in full. The 2013 Bonds
were denominated in HK$.

In addition, same amount of unlisted warrants (the
“Warrants”) were issued (for no additional payment)
to the bondholders who are entitled to subscribe
in aggregate up to HK$78,775,000 for the warrant
shares at the subscription price of HK$0.115 per
warrant share within 2 years from the date of issue of
the Warrants. As a result of the share consolidation
announced by the Company on 7 July 2014 and the
rights issue announced by the Company on 4 August
2014 and in accordance with the terms and conditions
of the Warrants, adjustment to the subscription price
of the Warrants from HK$0.115 per warrant share to
HK$1.091 per warrant share has become effective.

The Warrants are detachable from the 2013 Bonds
and the Warrants and the 2013 Bonds can be
transferred separately in whole or in part in minimum
amount of HK$575,000 or integral multiples thereof.
The 2013 Bonds was fully repaid during the year
ended 31 December 2015.

2015 Bonds

During the year, the Company issued the bonds with
an aggregate principal amount of HK$303,000,000
(the “2015 Bonds”) at par value in accordance with
the conditional placing and underwriting agreement
entered into between the Company and the
independent placing agents. The 2015 Bonds have
a maturity from 1 year to 7 years from the dates of
issue and bear coupon interest ranging from 4% to
11% per annum, accrued daily and payable annually
in arrears. A default rate ranging from 4% to 11%
per annum will be charged on any sum due and
payable under the 2015 Bonds from the due date to
the date of actual payment in full. The 2015 Bonds
were denominated in HKS.
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35. BONDS (Continued)

—hAFT_A=+—HLEFE

5. &% )

2015 Bonds (Continued) “E-LEEHE)
The movement for the period on the Bonds was as AEIEANESHZEFHINT
follows:
2015 2014
—E—-IfF — M
HK$’000 HK$’000
FHT T T
Balance at 1 January R—A—HZz&& 79,946 74,182
Proceeds from issue of the bonds BITESSRIE 303,000 -
Transaction cost allocated to the DEZEEES D
liability component R 5K A (34,390) -
Interest expense (note 9) A B = H (fF 59) 10,729 11,673
Interest paid during the year FREMNF B (6,540) (5,909)
Repayment during the year FREE (78,775) =
Balance at 31 December R+=-—A=+—Bz#&% 273,970 79,946
Carrying amount repayable: AERUTHRAERZ
BRE A -
Within one year —F R 2,073 79,946
More than one year but not exceeding — F A 18-~ B RN F
two years 17,123 -
More than two years but not exceeding i 4F A 18 T8 i@ A4
five years 197,255 -
More than five years AFME 57,519 =
273,970 79,946

The fair value of the 2015 Bonds amounted to
approximately HK$318,288,000. The fair values
of the 2015 Bonds is calculated using cash flows
discounted at rate on the borrowings rate of 8.31%
per annum and are within level 2 of the fair value

hierarchy.

—hFEHF AR ELE318,288,0007%
Lo —_E—RAFEHRZAABNREAEREE
FMEFFSIRHR 2B MEFTE - W
ARARBERE -

A/L



36. CONVERTIBLE BONDS

CB3

On 23 May 2013, the Company issued convertible
bonds with an aggregate principal amount of
HK$92,000,000 (“CB3”) at par value in accordance
with the conditional placing and underwriting
agreement dated 16 April 2013 entered into between
the Company and an independent placing agent.
The CB3 has a maturity of 2 years from the date of
issue and bears coupon interest at 7.5% per annum,
accrued daily and payable annually in arrears. A
default rate of 12% per annum will be charged on
any sum due and payable under the CB3 from the
due date to the date of actual payment in full. The
CB83 was denominated in HKS.

The conversion price of the CBS3, subject to
the antidilution usual adjustments, is HK$0.115
per conversion share. As a result of the Share
Consolidation and the Rights Issue and in
accordance with the terms and conditions of the
CB3, adjustment to the conversion price of CB3
from HK$0.115 per conversion share to HK$1.091
per conversion share has become effective. The
outstanding principal amount of the CB3 can be
converted in whole or any part (in minimum amount
of HK$575,000 or an integral multiple thereof) into
conversion shares from the date of issue of the CB3
up to and including the date falling on the 7th day
immediately prior to the maturity date.

The Company may redeem the CB3 in whole or in
part (in minimum amount of HK$575,000 or integral
multiples thereof), at the principal amount together
with interests accrued up to the date of redemption
at anytime before maturity.)

The fair value of the liability component of the
CB3 was estimated at the issuance date using an
equivalent market interest rate for a similar bond
with call option. The residual amount (being the
difference between the net proceeds of issuance of
the CBS3 and the fair value of the liability component)
is assigned as the equity component and is included
in equity heading convertible bond equity reserve.
The liability component is subsequently measured at
amortised cost.
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36. CONVERTIBLE BONDS

(Continued)

CB3 (Continued)

During the year ended 31 December 2013, on initial
recognition, the fair value of the liability component
of the CB3 was calculated using future repayments
discounted at an estimated discount rate of 12.68%.
The transaction costs incurred for the issuance of
the CB3 were allocated into the liability component
and the equity component of approximately
HK$5,270,000 and HK$500,000 respectively in
proportion to the allocation of the gross proceeds.
Subsequently, interest expense on the CBS3 is
calculated using the effective interest method by
applying effective interest rate of 16.53%. On initial
recognition, the amount of equity component of CB3
was approximately HK$7,978,000.

In October and November 2013, CB3 with aggregate
principal amounts of HK$8,050,000 were converted
into 70,000,000 ordinary shares of the Company
in total at a conversion price of HK$0.115 each. As
at 31 December 2013, the outstanding principal
amount of the CB3 is HK$83,950,000.

In August 2014, the Company has early redeemed
the CB3 with aggregate principal amounts
of approximately HK$19,550,000 by cash at
approximately HK$19,944,000 (being the principal
amount of approximately HK$19,550,000 and
accrued interests of approximately HK$394,000).
A loss on redemption of the CB3 of approximately
HK$2,304,000, which represented the difference
between the redemption price allocated to liability
component of the CB3 and the carrying amount of
the liability component of the CB3 at the redemption
date, has been credited to the consolidated
statement of profit or loss and other comprehensive
income for the year ended 31 December 2014.
The CB3 was valued at the redemption date by a
qualified professional valuer. The fair values of the
liability component and the equity component of the
redeemed CB3 at redemption date were derived
by means of the same method used at issuance
date. CB3 was fully repaid during the year ended 31
December 2015.
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36. CONVERTIBLE BONDS

(Continued)

CB4

As part of the consideration of the acquisition
of remaining equity interests in HRL and EPL,
the Company issued convertible bonds with an
aggregate principal amount of HK$420,000,000
(“CB4”) on 2 October 2013. The CB4 has a maturity
of 3 years from the date of issue and bears coupon
interest at 4% per annum, accrued daily and payable
annually in arrears. A default rate of 8% per annum
will be charged on any sum due and payable under
the CB4 from the due date to the date of actual
payment in full. The CB4 was denominated in HKS$.

The conversion price of the CB4, subject to
the antidilution usual adjustments, is HK$0.112
per conversion share. As a result of the Share
Consolidation and the Rights Issue and in
accordance with the terms and conditions of the
CB4, adjustment to the conversion price of the CB4
from HK$0.112 per conversion share to HK$1.063
per conversion share has become effective. The
outstanding principal amount of the CB4 can be
converted in whole or any part (in minimum amount
of HK$420,000 or an integral multiple thereof) into
conversion shares from the date of issue of the CB4
up to and including the date falling on the 7th day
immediately prior to the maturity date.

The holder of the CB4 shall be entitled to request
the Company to pay interest to it (wholly or partly)
by way of allotment and issuance of new shares of
the Company at the conversion price on the due
day of the interest payment in lieu of payment by
cash. Such interest conversion arrangement is only
applicable to the 4% per annum interest payment
and is not applicable to the 8% default interest
payment. The Company may redeem the CB4 at any
time prior to the maturity date in whole or any part
(in minimum amount of HK$420,000 or an integral
multiple thereof) at the principal amount of such CB4
thereof plus interest accrued thereon up to the actual
date of redemption.
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36. CONVERTIBLE BONDS

(Continued)

CB4 (Continued)

The CB4 has been valued at the issuance date by
a qualified professional valuer. The fair value of the
liability component of the CB4 was estimated at the
issuance date using an equivalent market interest
rate for a similar bond with call option. The residual
amount (being the difference between the fair value
of the CB4 at issuance date and the fair value of the
liability component on initial recognition) is assigned
as the equity component and is included in equity
heading convertible bond equity reserve. The liability
component is subsequently measured at amortised
cost.

During the year ended 31 December 2013, on initial
recognition, the fair value of the liability component
of the CB4 was calculated using future repayments
discounted at an estimated discount rate of 15.63%.
Subsequently, interest expense on the CB4 is
calculated using the effective interest method by
applying effective interest rate of 16.47%. On initial
recognition, the amount of equity component of CB4
was approximately HK$120,540,000.
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36. CONVERTIBLE BONDS

(Continued)

CB4 (Continued)

In October and November 2013, the Company has
early redeemed the CB4 with aggregate principal
amounts of approximately HK$44,940,000 by cash
at approximately HK$45,091,000 (being the principal
amount of approximately HK$44,940,000 and
accrued interests of approximately HK$151,000). A
gain on redemption of the CB4 of approximately
HK$1,395,000. In August 2014, the Company has
early redeemed the CB4 with aggregate principal
amounts of approximately HK$215,460,000 by cash
at approximately HK$208,996,000 which Mr. Sin
offered to waive the accrued interest up to the
date of repayment and to provide a discount of 3%
on the principal amount). A loss on redemption of
the CB4 of approximately HK$25,252,000, which
represented the difference between the redemption
price allocated to liability component of the CB4 and
the carrying amount of the liability component of
the CB4 at the redemption date, has been credited
to the consolidated statement of comprehensive
income for the year ended 31 December 2013 and
2014. The CB4 was valued at the redemption date by
a qualified professional valuer. The fair values of the
liability component and the equity component of the
redeemed CB4 at redemption date were derived by
means of the same method used at issuance date.

Included in CB4 are amounts of approximately
HK$46,200,000 and HK$38,220,000 due to Mr. Sin
and Ms Law Po Yee, the director of the Company
respectively.

CB5

As part of the consideration of the acquisition of Lux
Unicorn Limited as detailed in note 46, the Company
issued convertible bonds with an aggregate principal
amount of HK$300,000,000 (“CB5”) on 15 April
2015. The CB5 has a maturity of 3 years from the
date of issue and bears coupon interest at 9%
per annum, accrued daily and payable annually in
arrears. The conversion price of CB5, subject to
the anti-dilution usual adjustments, is HK$0.18 per
conversion share. The CB5 was denominated in
HKS.
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36. CONVERTIBLE BONDS

(Continued)

CB5 (Continued)

The conversion price of the CB5, subject to the usual
adjustments, is HK$0.18 per conversion share. The
outstanding principal amount of the CB5 can be
converted in whole or any part (in minimum amount
of HK$300,000 or an integral multiple thereof) into
conversion shares from the date of issue of the CB5
up to and including the date falling on the 5th day
immediately prior to the maturity date.

The holder of the CB5 shall be entitled to request the
Company to pay interest to it (wholly or partly) by way of
allotment and issuance of new shares of the Company
at the conversion price on the due day of the interest
payment in lieu of payment by cash by giving not less
than 7 business days’ written notice prior to the due
date for payment of interest. Such interest conversion
arrangement is only applicable to the 9% per annum
interest payment. The Company may redeem the
CB5 at any time prior to the maturity date in whole
or any part (in minimum amount of HK$300,000 or
an integral multiple thereof) at the principal amount of
such CB5 thereof plus interest accrued thereon up to
the actual date of redemption by giving to the bond
holder not less than 10 business days’ written notice
of its intention to make such redemption.

The fair value of the liability component of the
CB5 was calculated using future repayments
discounted at an estimated discount rate of 11.28%
per annum. The residual amount of approximately
HK$46,697,000 (being the difference between the
fair value of the CB5 at issuance date and the fair
value of the liability component on initial recognition)
is assigned as the equity component and is included
in equity heading convertible bond equity reserve.
The liability component is subsequently stated at
fair value, with changes recorded in consolidated
statement of profit or loss and other comprehensive
income.
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36. CONVERTIBLE BONDS 36. v #& [ 1& 75 (&)
(Continued)
CB5 (Continued) oMU BRRESZ
In June 2015, CB5 with aggregate principal RZZT—RFNA ' A& B A79,800,00078
amounts of HK$79,800,000 were converted into TCRYE AL AT R B 5 1R R E & AR0.18%
443,333,333 ordinary shares of the Company in total TCEE A A RN A4 $£443,333,333 % L K o
at a conversion price of HK$0.18 each. As at 31 RZZE—RAF+_A=+—H FRILAH
December 2015, the outstanding principal amount of I (& 5 1 oK B B AR 4 58 5226,068,00058
the CB5 is HK$226,068,000. JC °
Included in CB5 is amount of approximately F R RR E 5 B 1 R L R A B RO

HK$226,068,000 due to Mr. Sin. 226,068,000/% 7T, °
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36. CONVERTIBLE BONDS

(Continued)

The movement of the liability components of the

—hAFT_A=+—HLEFE
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36. W #1677 (&)

ERMBERARERNTRREFAERD

convertible bonds recognised in the statement of BB
financial position are as follows:
CB3 CB4 CB5 Total
ESHTTR FEMTIR FARMTR
% fi5 % % 5 %5 k& st
HK$'000 HK$’000 HK$'000 HK$'000
FHETT FHET FHEIT FHETT
Balance at 1 January 2014 R-Z—NF—A—HAN&E# 79,296 288,682 - 367,978
Effective interest expenses (note 9) & B & 59 % (Fft 5£9) 10,939 38,606 - 49,545
Early redemption during the year FARNRFEED (17,557) (178,466) = (191,023)
Waiver of interest of convertible bond %A % 7] # % (& % H) 7 & = (7,178) = (7,178)
Interest paid during the year FREMNFE (6,296) (6,384) - (12,680)
Balance at 31 December 2014 R=ZZE—MF+=A=+—H
B 75 66,382 140,260 = 206,642
Fair value of liability components on #]# R B E D B
initial recognition NiE = = 283,308 283,308
Effective interest expenses (note 9) &R F| 8 X (M 7£9) 2,848 17,506 - 20,354
Interest paid during the year FRBEMFE (4,830) (6,384) (1,514) (12,728)
Fair value changes NREEF = = 19,945 19,945
Converted into ordinary shares WA TR = - (75,671) (75,671)
Repayment of principle BEAE (64,400) = = (64,400)
Balance at 31 December 2015 A-ZE—RE+=H
=+—HH&ER = 151,382 226,068 377,450
CB3 CB4 CB5 Total
FESHTIR FEMTIIR FARMTR
% 5 % B% fi5 %5 k& st
HK$'000  HK$000  HK$000  HK$000
FHET FHET FHIT FHET
Carrying amount repayable ARUTHRANEERZZ
AR E{E
Within one year —FR = 151,382 = 151,382
More than one year but not —FLA EETBBMRF
exceeding two years - - 226,068 226,068
- 151,382 226,068 377,450




36.

37.

CONVERTIBLE BONDS
(Continued)

The fair values of the liability components of CB4
and CB5 at 31 December 2015 amounted to
approximately HK$153,694,000 and approximately
HK$226,068,000 respectively. The fair values of the
liability components of CB4 and CB5 are calculated
using cash flows discounted at rate based on the
borrowings rate of 10.50% per annum and 10.50%
per annum respectively and are within level 2 of the
fair value hierarchy.

PROMISSORY NOTE

On 15 April 2015, the Company issued promissory
note with principal amount of HK$80,000,000 (the
“PN 1”) at par value in accordance with the sale
and purchase agreement dated 22 December 2014
entered into between Elegant Motion Enterprises
Limited, the wholly-owned subsidiary of the
Company and Mr. Sin Kwok Lam, the non-executive
director of the Company. The PN 1 have a maturity
of 3 years from the date of issue and bear coupon
interest at 9% per annum, accrued daily and payable
annually in arrears. The PN 1 were denominated in
HKS.

During the year ended 31 December 2015, on
initial recognition, the fair value of the PN 1 was
calculated by discounting future repayments at an
estimated discount rate of 12.37%. Subsequently,
interest expense on the PN 1 was calculated using
the effective interest method by applying an effective
interest rate of 12.41% per annum.

The movement for the period on the PN 1 was as
follows:
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36. W # Ik 18 7 (&)

R-ZE—HRFE+-A=+—HBF MmO KR
BEHELFRAHATRBRESFEELI>HNALE
%) /153,694,0007% 7T & %) £226,068,0007%
JC o B A MBESR FERAMAIRBES
BEIFDPNARBENDHFEREREEF =
A BHIR R EFF10.50% & & F10.50% 84 30 &9 IR
EmEBAE  WIHARABERNE 4 -

37. &5 B

RZZE—REWMA+HRB ARAFTBELRAR
AEEMBARI KIS CEFRAAEARQR]
T ESEBEAMEAFT VB A =T — Y
F+-_A-+-_HAZEEHE  REERT
N4 & %8 /580,000,000 7T 2 # 3, 2 4 ([
HEE1) AR EBIRBEITRHEN =F
B EERENKRIUGHRN - WEARS
FHRIA o AR A EB1TIAB LT E -

BE_Z-—RAFT+_A=+—HILFE ' ®7
FHRE  ALZBIZ AR ETDIRMER
B EA2.37% IR AR R E R H o Hig - &
REBIERERNERFERNE12.41%
AEMEMAX -

EERBIREAZZEEHOT :

PN
RAERR
HK$'000
THET

Fair value on initial recognition (note 46)

Effective interest expense (note 9)

Balance at 31 December 2015

The fair value of PN 1 at 31 December 2015
amounted to approximately HK$86,271,000. The
fair values of PN 1 is calculated using cash flows
discounted at rate based on the borrowings rate of
8.24% per annum and is within level 2 of the fair
value hierarchy.

Y15 WE R B A o B (FY 5E46)

BB B 5 (K aE9)

R-EBE—RE+-_A=1+—RHz#&H%

73,496

6,080

79,576
ARAEZEBIN=ZZE—HAFE+_H=1+—8BHA
2 {E#) 586,271,000/ 7T ° EHEZEIH AR
BENERBEREGEEFN XN XS F8.24%
BREMReREFTE  WHARARBERD
B
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38. DEFERRED TAX LIABILITIES 38. #& %t B H A 18

Deferred taxation is calculated in full on temporary EEFERAGEEIRETHEEZE2REAR
differences under the liability method using the tax B U B A A (R A B SR T 2 B A o
rates applicable in the tax jurisdiction concerned.

The following are the deferred tax liabilities T AREEERRNECHRBEERER
recognised by the Group and movements thereon FAKEE o

during the year.

Change in
fair value of
investment Revaluation

properties of properties Total
BEMEZ
ARIEES YIEER st
HK$’'000 HK$’'000 HK$'000
F#& T F#& T F#& T
At 1 January 2014 R-_ZE—HWFE—HF—H 40,874 84,853 125,727
Charged to profit or loss for the year FAZN4F E 18 25 A 1 B 5,924 = 5,924
Transfer to revaluation of properties & # =¥ % & 14 (46,798) 46,798 -
Charged to properties revaluation R ¥ ¥ EEFEENR
reserve - 28,105 28,105
At 31 December 2014 and R-ZE—MF
1 January 2015 +TZA=+—-BRK
—T—hHF—H—H - 169,756 159,756
Charged to properties R EHHEHERIDR
revaluation reserve - 20,048 20,048
At 31 December 2015 RZZE—HF
+=-A=+—8H - 179,804 179,804
At the end of the reporting period, the Group has REmEBR AEEBEHEGTARSATE
estimated unused tax losses of approximately /&5 18 49383,463,000/8 ;L(=Z ZF — I F : 4
HK$383,463,000 (2014: approximately 248,933,000 7T)  AIM{EHEEELEEBED
HK$248,933,000) available for offsetting against RAIZ AR @F o HEr RBAHIBEEF
future profits of the companies in which the losses B B E #117,817,0008 T(ZZ — M F : 4
arose. Included in the estimated unused tax losses 36,649,000/ ) A AFE A EH - EAb(hET
are losses of approximately HK$117,817,000 (2014: RE) B 18 4265,646,00078 7T (— T — P4
approximately HK$36,649,000) that will expire within #9212,284,0007% Jr) A #& [R BR 88 45 - A0 R
5 years. Other estimated unused tax losses of 2 I 2 CATEOR) - M EL A B S B ERIE
approximately HK$265,646,000 (2014: approximately EHIEEE ©

HK$212,284,000) may be carried forward indefinitely.
No deferred tax asset has been recognised in
respect of these estimated unused tax losses due
to unpredictability of future profit streams.



39. SHARE CAPITAL
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39. ik A&

Number of Shares

E— W

Share Capital

Ko e E Bx
2015 2014 2015 2014
—E—-RAE | —_T—NmF —F—-hF | —_TUF
’000 '000 HK$’000 HK$'000
T T % FHET T T
Ordinary shares of FAREE0.10% T
HK$0.10 each (ZE—WmF kA
(2014:HK$0.10 each) H0.107% 7T) & & i AR
Authorised: EE
At 1 January w—HA—H 6,000,000 60,000,000 60,000 600,000
Share Consolidation (note (a) F& {3 & 6t (Ff 7% (@) - | (54,000,000) - (540,000)
31 December R+—_A=+—H 6,000,000 6,000,000 60,000 60,000
Issued and fully paid: ERTRERE:
At 1 January n—HA—H 2,888,389 4,126,270 288,839 41,262
Shares issued under upon IR EHFPTEITH
conversion of convertible B% 17 (Bt 3£ (b))
bonds (note (b)) 443,333 - 44,333 -
Share Consolidation (note (@) A5 & 4 (M 5 (@) - (3,713,643) - -
Shares issued under Rights 1R & t B% 2% 17 i (5
Issue (note (c)) (Mt 7% (e) - 2,475,762 - 247,577
31 December R+=—A=+—H 3,331,722 2,888,389 333,172 288,839
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39. SHARE CAPITAL (Continued)

Notes:

(@)

By a special resolution dated 4 July 2014,
authorised share capital of the Company for ordinary
share of HK$0.01 each was consolidated on the
basis of every ten into one from 60,000,000,000
ordinary shares of HK$0.01 each to 6,000,000,000
ordinary shares of HK$0.10 each (“Share
Consolidation”). The issued share capital was
consolidated on the basis of ten into one from
approximately 4,126,270,000 ordinary shares
of HK$0.01 each to approximately 412,627,000
ordinary shares of HK$0.10 each.

During the year, a total of 443,333,333 ordinary
shares of the Company of HK$0.01 each were
issued upon conversion of the CB5 (note 37). In
June 2015, CB5 with aggregate principal amounts
of HK$79,800,000 were converted into 443,333,333
ordinary shares of the Company in total at a
conversion price of HK$0.18 each, resulting in an
increase in share capital and share premium of
the Group of approximately HK$44,333,000 and
HK$43,759,000 respectively.

On 5 August 2014, 2,475,762,414 rights shares were
issued at the subscription price of HK$0.188 per
rights share, resulting in an increase in share capital
and share premium of the Group of approximately
HK$247,576,000 and approximately HK$217,867,000
respectively (“Rights Issue”).

39. B A& (&)

B 5E

(@)

RIBFASH AT —NE+ AWNA 25 BI*
HME ARREREME.0NE T B A
ERAERTTRAE A RO EREEST
4 4t » 60,000,000,000% & I% E {H0.01/5
JL 2 i i% & ff 6,000,000,0000% &F A%
BEOI0E T 2 LB ([ A BF]) - BT
BADZESTRAHAEBROEEETE
B+ F1494,126,270,0000% F AR E{E0.017%5 7T
2 A B #) 412,627,000 8% & B E
010/ L 2 @k -

RER  REAATRRESE L REE 3%
1778 A 7 & $£443,333,3334% & % [ {50.01
TR B AR (M aE37) e R B —RHE X
B - K& 4% /A79,800,00078 T B 5 A HE AT
BREFDIR A REEROISHE L LIR AR
AR A ££443,333,333F L@ AL - MEAE
B AR 7 I A% 17 5 1B 9 Bl 8 1N %9 44,333,000
TT N #743,759,0005% T °

R-Z—MENAARHB © 2,475,762,4140%
R D BIEREESRERRD0.1887% T
BHT BHAEEZBRARBROHREESD
Bl 3% 10 49247,576,0007% 7T & 49217,867,000
77T (TR ) ©



40. RESERVES

The amount of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes
in equity on pages 51 of the consolidated financial
statements.

The special reserve represents the difference
between the nominal value of the shares of the
acquired subsidiaries and the nominal value of the
shares of the Company issued in exchange for
the shares of the acquired subsidiaries under the
reorganisation.

The contributed surplus account was designated by
the Company within the meaning of the Companies
Act 1981 of Bermuda which represented (i) the entire
amounts standing to the credit balance of the share
premium account of the Company as at 30 June
2010; (i) the transfer of the share premium arising
from capital reduction on 29 September 2010; and
(iii) the offset with the accumulated losses in full up
to 31 December 2010.
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7455 L A 65 T OB £ 97 1 B B S B R B
BEN AT BB 61BN A 2
LR

Ry ) 7 488 15 BT U B BT I 2w AR ) RO TED (B B R
N A A S AR 2 1R ER BT U BB B B X 1 AR A 1M
BETNBRONEERENEZE

ARBFIEENEARSRER(TERARE
—NN—FRELE) () A28 &5 5 E RN
A-Z—FFN A -+ N BRAERES
PR F BRI E R M ()RR EEEE T —
EE+-_A=+—HMEEIE -
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41. OPERATING LEASE

COMMITMENTS

At the end of the reporting period, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which
approximately fall due as follows:

RBERR  AEERETIBECEHEE
BIAT AR & EEE M HASE - 2IHBR
LI

2015 2014

—E—-AF —E—E

HK$’000 HK$’000

THET AT

Within one year —F R 8,589 2,767
In the second to fifth years inclusive 2 —ZF RHF

(BIEEEME) 28,506 8,820

Over five years HBiEhFE 107,618 58,935

144,713 70,522

The HRL Group leased two pieces of land located
near Xigiao mountain in Foshan, the PRC, under
operating leases of 20 years commencing from
3 October 2010 and renewable for another 20
years automatically. One piece of land had been
leased since 2010 and recognised as finance lease
obligation in 2011 as disclosed in note 34. Lux
Unicorn leased three pieces of land also located
near Xigiao mountain in Foshan, the PRC, under
operating leases of 18.5 years commencing from 1
November 2013 and renewable for another 20 years
automatically. The Group also leased a property
under operating leases which are run for an initial
period of three years. None of these leases include
contingent rentals.

EREEBECERE A TTEGE LA
EILRRIE+H BT —EE+A=HiE
BE—+F AASER -+ F - HOKE
4FTHE  Hh— BB T —ZTFREE
HHEER T —— FRRAEMGHERE -
% B AR I 48 8 A0 & I AR 4 AR B 6 L P A
W=ttt BT —=F+—HA—BE
AH185F AIHEHEMR —+F - KEEJF
BBELEHEHA-—EYE  ZBEREOS
BH=F -zEHEBTRExAEE -
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42. CAPITAL COMMITMENTS 42. BAR &

2015 2014
—E-AE —ET-mE
HK$’000 HK$’000
FHET FHET

Contracted but not provided for: BT 418 KRB -
Construction of properties e 187,392 3,068

Authorised but not contracted for: B EBRRETA
Construction of properties e = 300,000 79,466

43.

Notes:

Capital commitment for construction in properties related to
capital commitment for construction of film studio and hotel
in Foshan, the PRC. The authorised amount was approved
by the directors of the Company according to the land
lease agreements signed between the Group and the local
authority in Foshan, the PRC, in relation to the leasing of
lands for development of tourism and related entertainment
business and hotel operations as disclosed in note 47.

RETIREMENT BENEFIT
PLANS

The Group participates in employee social security
plans as required by the regulations in the PRC.
The Group also participates in the Mandatory
Provident Fund scheme to which all qualified
employees of the Group in Hong Kong are entitled.
The assets of the retirement benefit schemes are
held, separately from those of the Group, in funds
under the control of the trustees. The employees
of the subsidiaries in the PRC are members of
social security schemes operated by the relevant
local government authorities. The pension plans are
funded by payments from employees and by the
relevant group companies. The amounts charged
to the consolidated statement of profit or loss and
other comprehensive income represent contributions
payable by the Group at the specified rates
according to the respective plans. The only obligation
of the Group in respect of the retirement benefit
schemes is to make the specified contributions.

43.

B oE

MERRNERNAERBRERESEILEZRR
WROBEEARALE - BB F7REZAE
28 22 7 B 96 L) T 3t 7 BT T 2R AT RO £ 4 AR & W AR
(REEREE T AR R X RAMREE
BHEELE) FAREESECHAARESH]
/E

3B P i A st

AEEREBETFEEAR M EL HEBHER
[Bit sl - ARE 2 BERARAEEREE
ZMBEERES ZABIERRESFE - 2&
RENFB 2 EERARB 2EERE
S 2ESHRAFBA - RTEMBL TZ
BERERMEMBARBER LSRR
%HZ%E e ‘EWH?HZE%X}FEEE&H
BEBARZHR NEGBEEREMEEH
WaRARZE %ﬁi%zli‘ilﬁﬁﬁ% sHEIR
FELL REANZ A o A EA R R KR A
B oME—BEERELFEHRR -
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44. SHARE-BASED PAYMENT
TRANSACTIONS

As at 31 December 2015, the Group had share
options schemes for employee compensation as set
out below.

(@) Post initial public offering share option
scheme

The post initial public offering share option
scheme (“Post-IPO Option Scheme”) was
conditionally approved by a resolution of the
sole shareholder dated 22 July 2002 (the
“Effective Date”). Major terms of this scheme
are summarised as follows:

(i) The Post-IPO Option Scheme enables
the Company to grant share options
to selected persons as incentives or
rewards for their contribution to the
Group.

(i) The participants of the Post-IPO Option
Scheme include any employee, director,
advisor and consultant, supplier,
customer and shareholder of any
member of the Group as well as any
provider of financial assistance to any
member of the Group.

@iy ~ HK$1 is payable by the grantee to the
Company on acceptance of the share
option offer. The share option offer will
be offered for acceptance for a period
of 14 days from the date on which the
offer is granted.

(iv)  Share options may be granted on such
terms and conditions in relation to their
vesting, exercise or otherwise as the
board of directors of the Company may
determine, provided such terms and
conditions shall not be inconsistent with
any other terms and conditions of the
Post-IPO Option Scheme. The grantees
are not required to hold any share
options or any shares allotted pursuant
to any share options for any minimum
period.

44. D) i A &y e e B £ K 52 5

JiN
1l

(a)

===
RIEBW

+=—A=+—A AREET
T &2 B B8 A A 21 o

FE
P

BR 2P 8 R 14 R BR 4 5T 8

BRAARBREBRESS (BRI
REREBREFSDE_ZT—
A+ H(EME ) ME—BERADR
AEBGEMILE - ZATEIN T E G
AT

() BRAFMBBREERESSZE
RABEEENA TR BB
1 ERREHAKEELER
#) 22 B X O 3 o

(M BRARBREBRESS 2
8 @R A S BEAKE AR
EiES EF BERREER
R HEE  BPRBR ARk
A AN 55 B fa] pX B A AR (1 B IR
BBPMAL -

(i) ARARNENBREZZRSA
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& AT 2 R B R R 14K
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(iv) BEREAREBEAIHARRESS
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

(@) Post initial public offering share option
scheme (Continued)

W)

(vi)

(vii)

The subscription price for the shares
under the Post-IPO Option Scheme
will be determined by the board of
directors of the Company and notified
to each grantee and will be at least
the highest of (a) the closing price
of the shares as stated in the Stock
Exchange’s daily quotations sheet on
the date of grant of the share option,
which must be a business day, (b) the
average closing price of the shares as
stated in the Stock Exchange’s daily
quotations sheets for the five business
days immediately preceding the date
of grant and (c) the nominal value of a
share.

The limit on the number of shares which
may be issued upon exercise of all
outstanding share options granted and
yet to be exercised under the Post-IPO
Option Scheme and other share option
schemes must not exceed 30% of the
shares in issue from time to time.

The total number of shares which may
be issued upon exercise of all share
options to be granted under the Post-
IPO Option Scheme and any other share
option schemes must not in aggregate
exceed 10% of the shares in issue
as at 17 October 2002, amounting
to 49,219,623 shares (the “Scheme
Mandate Limit"). The Company may
renew the Scheme Mandate Limit at
any time subject to prior shareholders’
approval. However, the Scheme
Mandate Limit as renewed must not
exceed 10% of the shares in issue as at
the date of the aforesaid shareholders’
approval.
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(@) BERARBREBREE(E)

V)

(vi)

(vii)

RIZE IR A FHE AR B8 A T &
REBRNHBEE - $HAQA
EZeETTAERARA M
ZERRVAR/RUAT=ENES
% @QREBRERLBH(BAR
SERBRMONERAEHARE
FARATE  (0)BE & B H
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BERMBFHEHE: Rk
fE1E

B R R B R AR & B g
AR EMBREIER BN
RESeNEECE: SoRIN -1 E
BITEMAIEETHRMNOEE
REZNFBBIREETROD
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HR & E XA RIB & BT
&) o F o] H Ath BB AR 4 5T &M iR
RIFT 7 8 AR REJE 7T (% 1 R BE B 1T
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

(@) Post initial public offering share option
scheme (Continued)

(i)

(ix)

The total number of shares issued
and to be issued upon exercise of
the share options granted under the
Post-IPO Option Scheme to each
grantee (including both exercised and
outstanding options) in any 12-month
period must not exceed 1% of the
shares in issue from time to time. Any
further grant of share options to such
grantee which would result in the shares
issued and to be issued upon exercise
of all share options granted and to
be granted to such grantee (including
exercised, cancelled and outstanding
options) in the 12-month period up to
and including the date of such further
grant representing in aggregate over
1% of the shares in issue, must be
subjected to shareholders’ approval
with such grantee and his associates
abstaining from voting.

A share option may be exercised in
accordance with the terms of the
Post-IPO Option Scheme at any time
during the period notified by the
board of directors of the Company to
each grantee provided that the period
within which the share option must be
exercised shall not be more than 10
years from the date of grant of the share
option.

The Post-IPO Option Scheme
remains valid for a period of 10 years
commencing on the Effective Date. In
addition, the Company may, by ordinary
resolution in general meeting or the
board of directors of the Company may
at any time terminate the operation of
the Post- IPO Option Scheme. Share
options which are granted during the
life of the Post-IPO Option Scheme
may continue to be exercisable in
accordance with their terms of issue.

Pursuant to a special resolution passed in the
extraordinary general meeting of the Company,
the Post-IPO Option Scheme was terminated
on 29 September 2010.
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

(b)

New share option scheme

Pursuant to a special resolution passed in

the extraordinary general
Company,

meeting of the
a new share option scheme

(the “New Scheme”) was approved on 29
September 2010. Major terms of this scheme
are summarised as follows:

(i

(ii

(i)

(iv)

The purpose of the New Scheme is
to attract and retain the best available
personnel, to provide additional
incentive to selected person and to
promote the success of the business of
the Group;

The participants of the New Scheme
include any employee of the Company
or any subsidiary of the Company,
a director, a shareholder, a supplier,
a customer or any subsidiary of the
Company; an agent, adviser, consultant,
strategist, contractor, sub-contractor,
expert or entity that provides research,
development or other technological
support or any valuable services to
Company or any of its subsidiary;
a holder of any securities issued by
Company or any of its subsidiary;

HK$1 is payable by the grantee to the
Company on acceptance of the share
option offer. The share option offer will
be offered for acceptance for a period
of 14 days from the date on which the
offer is granted;

No offer of a New Share Option which is
capable of or open for acceptance shall
be made after the expiry of the exercise
period pursuant to the New Scheme;
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

(b)
W)

(vi)

New share option scheme (Continued)

The subscription price for the share
under the New Scheme will be
determined by the Board in its absolute
discretion at the time of making the
offer of grant of a new share option
pbut in any case the subscription price
must be at least the higher of (i) the
closing price of the shares as stated in
the Stock Exchange’s daily quotations
sheet on the date of the offer of grant,
which must be a Business Day; (ii) the
average closing price of the shares as
stated in the Stock Exchange’s daily
quotations sheets for the five Business
Day immediately preceding the date of
the offer of grant; and (iii) the nominal
value of the shares;

The total number of shares which
may be issued upon exercise of all
share options to be granted under the
New Scheme and any other schemes
in aggregate not exceeding 10 per
cent of the issued share capital of
the Company as at 29 June 2015
(2014: 19 June 2014), amounting to
288,838,948 (2014: Nil) shares (the
“Scheme Mandate Limit”). The Company
may renew the Scheme Mandate Limit
at any time subject to the approval of
the Shareholders in general meeting
provided that such renewed limit shall
not exceed 10 per cent of the Shares in
issue as at the date of approval of such
limit;

44. VLB Ar 2 2L e B AF SRR 2 ()

(b) HAEHRRERHEI(E)
v HERBTHRHRBEEHES

(vi)

ERIREEREFTERER2ER
BEE  ERBEERNARD
BRTII=ZFEmNEaE: ()R
MREERHBAP(NBALEE:
B)EBRTEERERMERD
WifE: ()RHRERERZED
BERI AEEEBEBRZAEH
WAB R Py W TR (E ¢ K (i)
M EE 5

1B 5T 8 R AT (o] E A 51 2 5%
FREMATE EREETE A
FEITHRGDEE  EETE®E
BAANTN-ZE—FRESNA=-t+
NB(ZZE—WF : —F—NFN
A+NR)BEETRAR10% + B
288,838,948/ (=& — U 4F : £)
(5T 81 HEREE]) - ARARIAJE
R KRR R ERERE
Fet BB ERR S - A EHRER
TSBBAR AL fEZRE R R 3
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

(b) New share option scheme (Continued)

(vii)

(vii)

(ix)

The total number of New Shares issued
and to be issued upon the exercise of
the New Share Options granted to each
grantee (including exercised, cancelled
and outstanding Share Options) in any
12 month period shall not exceed 1 per
cent of the relevant class of securities
of the Company in issue. Further New
Share Options may be granted to such
grantee, which, if exercised, would result
in such grantee becoming entitled to
subscribe for New Shares in excess
of the limit, by obtaining approval of
the shareholders in general meeting
with such grantee and his associate(s)
abstaining from voting;

The share options may be exercised in
whole or in part by the Participant at
any time during the exercise period, i.e.
not exceed 10 years from the date of
grant of the relevant New Share Options
pursuant to the New Scheme, by
delivering to the Company a notice duly
signed in a form approved by the Board
(together with payment of the exercise
price in full in respect of each New
Share to be subscribed for) and delivery
of the New Share Option certificate for
amendment or cancellation; and

The New Scheme will remain in force
for a period of 10 years commencing
on the date on which the New Scheme
becomes unconditional. The Board may
amend any of the provisions of the
New Scheme or withdraw or otherwise
terminate the New Scheme at any
time but no alterations shall be made
to the advantage of any Participant
unless approved by the Shareholders in
general meeting. All New Share Options
granted prior to such termination and
not then exercise shall continue to be
valid and exercisable subject to and in
accordance with the terms of the New
Scheme.
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44. SHARE-BASED PAYMENT 44, VO B B E WA R R B ()
TRANSACTIONS (continued)

No share option was granted during the years ended HE-T—AFEKR-_ZT—WOF+_A=+—
31 December 2015 and 2014. HIEFE - SRR HE M BRE -

The following table discloses movements of the TERBRBEESE  EEURBEHRFIXEMAA
Company’s share options held by the directors, FEAR A R &

employees as well as advisors and consultants.

Number of share option
MR ERE

Outstanding at Granted Lapsed Exercise Outstanding at
1 January during during during 31 December

2015 the year the year the year 2015
Note (c)
N-T—RE NR-F—RF
—BA—B RER RER RER +-ZHA=+-—8
i R AT E ®H K3 T i R AT
Bt &% (c)
Option type ME R @R
Post-IPO Option Scheme EpNGE Y 1T
=&l 12,885,263 - - - 12,885,263
New Scheme et & 10,787,062 - - - 10,787,062
23,672,325 - - - 23,672,325
Exercisable at the end of the year RERATITE 23,672,325 23,672,325

Weighted average exercise price I FEITERE HK$5.187 7T - -

HK$5.18% T
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44. SHARE-BASED PAYMENT
TRANSACTIONS (continued)

44. VLB Ar 5 2 B A SRR 2 ()

Number of share option

EREHA
RZZ-ME R H RZT—NF
—A—A RE  RER  RER af  BEH#KR +TZA=t+-A°
WARTE AR R 1 EERS AR HARTTR
Kt 5% (c) M)  HEEE)
Adjusted
Outstanding Granted ~ Lapsed  Exercise Adjusted upon  Outstanding at
at 1 January  during during during upon share Rights 31 December
2014 the year the year the year  consolidation Issue 2014
Note (c) Note (d)  Note (g)
Option type fERE R R
Post-IPO Option Scheme BRAABRABREE 124,255,233 = = - (111,829,712) 450,742 12,885,263
New Scheme HatEl 104,022,000 = = - (93,619,808) 384,870 10,787,062
228,277,233 = = - (205449,520) 844,612 23,672,325
Exercisable at the end of the year RERTITEE 228,277,233 23,672,325
Weighted average exercise price MEFHTEE HK$0.52 % T = = = = = HK$5.187 7T
Notes: B & -
(@  The exercise price of options outstanding at the end (@) P F R R T 158 B AR A 69 17 (56 /8 /1 F3.007%8
of the year ranged between HK$3.00 and HK$7.90 JTTE7.90B T (ZE—HNE : N F3.008TE
(2014: HK$3.00 and HK$7.90) and their weighted 7.90% T) - HNEFHEI R E D R4.85F
average remaining contractual life was 4.8 years (ZZE—mF:58%F) -
(2014: 5.8 years).
(b) No options were exercised during the years ended (b) HE_Z—AFK-_ZF—WNF+=-_A=1+—
31 December 2015 and 2014. BIEFEMEBERERETE -
(©  No options were lapsed or expired when the ) HEEREREEFHMIHEALASEERRK
employee resigned and left the Group. M E W e
(d)  As a result of the Share Consolidation, the numbers (d) HRETRGOE M BREKEMTER
of share options and their exercise prices have been BERERAE -
adjusted.
(e) As a result of the Rights Issue, the numbers of (e)

share options and their exercise prices have been
adjusted.

MRNETHE  BREZKBENTEES N
=



172

NATIONAL ARTS ENTERTAINMENT AND CULTURE GROUP LIMITED

o 5 % 4 S AL SR A R A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR A W B AR MY RE

For the year ended 31 December 2015 #HZ=—=

44. SHARE-BASED PAYMENT

45.

TRANSACTIONS (continued)

At 31 December 2015, the number of shares of
which options had been granted and remained
outstanding under the share option scheme
was 23,672,325 (2014: 23,672,325) representing
approximately 0.71% (2014: 0.82%) of the
Company’s issued shares capital at that date.

During the vyear, no share-based payment was
recognised in the consolidated statement of profit or
loss and comprehensive income in relation to share
options granted to the directors and employees by
the Company, with a corresponding adjustment in
the Company’s share option reserve.

RELATED PARTY
TRANSACTIONS

—hAFT_A=+—HLEFE

44. DL A 2 2

45.

B A K 2 5 (8

R-EBE—AF+-_A=+—H E@ERER
R AE ST BI B 1% 1B M AR 1T (0 B AR AE 2 AR 1 X
B &23,672,3250% (= & — IO 4 : 23,672,325
B%) - (EARAFRZBEEETRAL0.71% (=
Z— P04 : 0.82%) °

FR - WEEAD ﬁf%%$&1§izﬁﬁﬂx
BERREEEEEARERERARNG S
EZRHK - REREAR Tﬂﬁﬁﬁﬂﬁﬁéﬁﬁﬁﬁﬁw
HER T EE -

38 1 5 32 5

Details of balances with related parties are set out in L B B 5 REFIBE ARG IS AR R R &
the consolidated statement of financial position and *EF@WI fﬁﬂit Eﬂk#ﬁﬁﬁi\@iﬁﬁﬁfrﬁ
respective notes. Save as those disclosed elsewhere N REEEEBEB S RS
in these financial statements, the Group entered into
the following transactions with related parties:
2015 2014
—F-AF —T—E
HK$’000 HK$’000
FTHET FAT
Revenue received from a related RE—FE@EB AR A
company 168 -
Other income received from a related & & — & 8 B 2 A
company Z E A A 80 -
Interest paid to a related company BT — R AR A B 1,364 1,324
Interest paid to shareholders 247 AR R F 2 5,406 1,710
Compensation of key management personnel TEEE A SR
The directors of the Group consider that they are the AREBEERA BEAXREE 2 TEEE
only key management personnel of the Group and AB  HENMESFFBHAKEIS ©

details of their compensation are set out in note 13.
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46. ACQUISITION OF 46. T i W ik W o 6 S R
ASSETS AND LIABILITIES A fE
THROUGH ACQUISITION
OF A SUBSIDIARY

(a)  Acquisition of Lux Unicorn (a)  Mhm ke
On 22 December 2014, the Group entered RZZE—MOE+-_A=-+=-H ' ~5E
into a sale and purchase agreement with Mr. BALEETTIVEERZE Bt - A&
Sin, pursuant to which the Group acquired ] U B 2% B 100% Y Ik #E - R=F—H
100% equity interest of Lux Unicorn. On FUMA+HA  AEEZRBBREE
15 April 2015, the Group completed the BEITRAZ100% © B2 EFE XK A
acquisition of 100% of the issued share capital MeEREETEFEMERZIEE 2K
of Lux Unicorn. Lux Unicorn is principally B o

engaged in the sourcing and execution
of investment opportunities for real estate
development projects in the PRC.

The consideration consist of (i) PN 1 with HEREBTE()ZA £ 5 480,000,000/ 7T
principal amount of HK$80,000,000 at 2 AHZEIR 5 (i) A2 58 A300,000,000
par value, (i) CB 5 with principal amount B2 FRMATRRES  Ki)A
of HK$300,000,000 at par value; and (i) ¥H /20,000,000 7T 2 # 3, Z 152 ([ 2%
promissory note 2 (“PN 2”) with principal HEEIR2]) » an4EEE + 2 4w fF A AE
amount of HK$20,000,000 at par value, in the BARARZZE-—RFT_A=+—Hzx
event that a land use rights certificate of a no- BT @ AR EB2BHELT

certificate land have been not obtained on or
before 31 December 2015, the PN 2 shall not
required to be issued.

At the date of completion, the directors MK BE  EFRA B LM
consider it is probable that the land use rights REZFEREIEE_T—AF T4
certificate would not be obtained on or before =+ —HZR &S AtbARERE?
31 December 2015 and PN 2 would not be TR o
issued.
Consideration transferred: A E
At
15 April 2015
NR-FT—HF
A+AH
HK$’000
FAT
Fair value of PN 1 EE 7 S AN =] 73,496
Fair value of CB 5 FREATBRBESZAAE 330,005

Total @t 403,501
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46. ACQUISITION OF 46. 8 W I BB A R BB
ASSETS AND LIABILITIES iE AR )
THROUGH ACQUISITION
OF A SUBSIDIARY (Continued)

(a)  Acquisition of Lux Unicorn (Continued) (a) WEREEE)
Assets acquired and liabilities recognised at P W R B EA P U B O & E % BT R
the date of acquisition: BE:
At
15 April 2015
et Rk -
A+AH
HK$’000
AT
Non-current assets EREEE
Land lease payments ERETHEES 402,251
Deposit i dcira 1,250
Net assets BEFE 403,501
Net cash outflow on acquisition of Lux Unicorn W B B m 3R & %R
Year ended
31 December
2015
BE_T—HF
+=A=+—H
IEFE
HK$’000
FHEIT
Consideration paid in cash LRSS 2zRE

Less: cash and cash equivalent balances Ji: FTNE IR & KRB L EE
acquired TH B # &% =

3

Total _




46. ACQUISITION OF
ASSETS AND LIABILITIES
THROUGH ACQUISITION
OF A SUBSIDIARY (Continued)

(b)

Acquisition of In Industrial

On 28 December 2015, the Group entered
into a sale and purchase agreement with
First Credit, pursuant to which the Group
acquired 100% equity interest of In Industrial.
On 28 December 2015, the Group completed
the acquisition of 100% of the issued share
capital of In Industrial. In Industrial is principally
holding a licence which enables the vehicle to
travel and hang licence plate in both PRC and
Hong Kong.

The consideration consisted of cash of
RMB900,000 (equivalent to approximately
HK$1,079,000).

Consideration transferred:
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46. 7 38 W I PR 2 ) 1 B

e A fE 2)

(b)

KETERER

R-B—RE+-_A=-+/\B KA&EHE
BE—FZRYEEHE Bt K
EEWEFAE EI100% I EE - R=
T—RAFE+-A=-+N\H KEBZEKX
I BEFREE100% 2 BEBEITIRA o F
REEFERFRE—RATAERFTEH
BE BRI ITE M SR R E R o

REBIER S A R#900,0007T (H &
R 491,079,000 7T) °

R ENE:

At
28 December
2015

R-ZFT—HE
+=A=+/AH
HK$'000
THTT

Cash e

Assets acquired and liabilities recognised at
the date of acquisition:

1,079

YR BB P UL RS Y B B K BT AR Y
BfE:

At
28 December
2015

NR=ZF—AR%
+=A=+/)\H
HK$'000
FHET

Non-current assets ERHESE
Intangible asset mEEE

Net assets BEESE

1,079

1,079
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46. ACQUISITION OF 46. 8 W I BB A R BB
ASSETS AND LIABILITIES iE AR )
THROUGH ACQUISITION
OF A SUBSIDIARY (Continued)

(b)  Acquisition of In Industrial Continued) (b) WREAEEZE)
Net cash outflow on acquisition of In Industrial WIETAEENRSFRD
Year ended
31 December
2015
BE-_FT—&%F
+=A=+—H
ILEE
HK$’000
AT
Consideration paid in cash R e F 2R E 1,079
Less: cash and cash equivalent balances & : FT Ut & 2 3R & &
acquired ReZEHBER -

Total @t 1,079




47. CONTINGENT LIABILITIES

According to the land lease agreements signed
between the Group and the local authority in Foshan,
the PRC, in relation to the leasing of lands for
development of tourism and related entertainment
business and hotel operations, the Group shall invest
no less than RMB600 million for the projects or the
Group is liable to pay RMB8 million as damages to
the local authority. The completion of constructions
and commencement of operations of the projects
shall be within three and four years respectively from
the signing of the lease agreements. Accordingly, the
conditions set out in the leasing agreements were
achieved during the year ended 31 December 2014.

According to the land lease agreements signed
between Lux Unicorn, the wholly-owned subsidiary
of the Company and the local authority in Foshan,
the PRC, in relation to the leasing of lands for
development of tourism and related entertainment
business and hotel operations, the Group shall invest
no less than RMB300 million for the projects or the
Group is liable to pay RMB4 million as damages to
the local authority. The completion of constructions
and commencement of operations of the projects
shall be within three and four years respectively from
the signing of the lease agreements. The directors of
the Company are in the opinion that the conditions
set out in the leasing agreements could be achieved
and no provision for liability is necessary.
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b B R i 357 26 745 LA N AR B AR 4 2 7 IO i 3
BmENTHBEERS  ~5BEEME
HE®RE TP A R¥600,000,0007T * 8k A&
£ B ZH [A) b 5 #E B8 S A R 58,000,000 7T 1E
AEES BHAEBESNRETHE RS
BEEF=FERMNFRNIE T RIEALE -
It REE-ZE-—NFE+_A=1+—HIF
EEEKBEERBAMS GG -

REZRE (KRR Z2EHBERR) EHEHH
W T B T E T B R R i AR
AR ER R BEEEMENLHHEE
e AEEAREBBERETIORAR
#300,000,0007T * 2k A5 B 78 (A i 75 # R =2
AR #4,000,000 A ES - BRITAE
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48. STATEMENT OF FINANCIAL 48. A 5y W) By W85 IR D e & B il
POSITION AND RESERVES fhi
OF THE COMPANY

2015 2014
—E-A%F —T—OF
HK$’000 HK$’000
FHET T T
Non-current assets ERHEE
Property, plant and equipment Y- B & 7 45
Investments in subsidiaries MEBARZEZE 882 882
889 927
Current assets mBEE
Prepayments, deposit and other ERNRIE Ze &k
receivables Ho i JiE I SR IE 1,248 807
Amounts due from subsidiaries i DEPNGIE 1,982,877 1,410,928
Cash and bank balances H e MIRITH & 7,947 3,281
1,992,072 1,415,016
Current liabilities mEEE
Other payables and accruals HAth & (< 50E &
et & A 9,326 856
Amounts due to subsidiaries JEAST B /BB 2 /) SR IE - 339
Loans from shareholders IR R E R 107,000 44,240
Borrowings BE 165,692 108,100
Bonds BEH 2,073 79,946
Convertible bonds MR ES 151,382 66,382
435,473 299,863




48. STATEMENT OF FINANCIAL
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E— W

48. 7 o> v B 0 85 51K D e R K Gl

POSITION AND RESERVES i &)
OF THE COMPANY (continuea)
2015 2014
—E-A%F —T—OF
HK$’000 HK$’000
FHET FA T
Net current assets RHBEEFE 1,556,599 1,115,153
Total assets less current liabilities EEEE R REBER 1,557,488 1,116,080
Non-current liabilities EREBERE
Loans from shareholders f% R B B R 32,500 -
Borrowings BE 18,600 18,600
Bonds (EE2 271,897 -
Convertible bonds AR IR E 5 226,068 140,260
Promissory note I 8 79,576 -
628,641 158,860
Net assets BEFHE 928,847 957,220
Capital and reserves BAXRRGHE
Equity attributable to owners of RARHEAAEGER
the Company
Share capital % 25 333,172 288,839
Reserves i &5 595,675 668,381
Total equity S EE 928,847 957,220

The Company’s statement of financial position was
approved and authorised for issue by the board of
directors on 22 March 2016 and are signed on its

behalf by:

EE
Law Po Yee
5%

Director

ARBZHBMRABREAEZTEN T —
NE=ZA-tT_AfERFETE - XET

JIEERREFZSHRE

55 B AR
Sin Kwok Lam
5%

Director
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48. STATEMENT OF FINANCIAL

POSITION AND RESERVES
OF THE COMPANY (continued)

FRRNREREED

48. 7 4> v B 0 85 51K DL e R K Gl

5 ()

Movement in the Company’s reserves

Convertible Share
Share  Capital bonds equity Warrant Contributed options Accumulated
premium  reserve reserve reserve surplus  reserve losses Total
naRkEs  ARE ki
RiaEE BRGEE ExRE ZRE  EHER 1 2ER @3
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
TEr TAR TAr TEx TEL ThAn TAL FEL
The Company b |
At 1 January 2014 RZE-mF-A-8H 419,132 (25) 114,466 6,399 76,471 26,229 (60,941) 581,731
Issue of ordinary shares by rights issue (note 39) i B4 B % 17 % @ IR (Bt :£39) 217,867 = = = = = = 217,867
Early redemption of convertible bonds REBEAARES - (63,426) - - - 53,065 (10,361)
Transaction costs attribute to rights issue expenses R %175 X BIER HM A (16,988) = = = = = = (16,988)
Loss for the year rEEEE = = = = = (103,868) (103,868)
At 31 December 2014 and at 1 January 2015 RZE-ME+=A=+-AEK
—Z-15-A-A 620,011 (25) 51,040 6,399 76,471 26,229 (111,744) 668,381
Issue of convertible bonds arising from the Wi — R A R B AT AR AR
acquisition of a subsidiary &% - 46,697 - - - - 46,697
Share issued upon conversion of convertible bonds ¥ 1 AT # ik (& % F7 & 1T ) B 1
(note 39) (K #£39) 43,759 - (12,421) - - - - 31,338
Lapse of warrants BREZRK = - (6399 = = 6,399 -
Lapse of the equity component of convertible bonds 71 # % (& 1 5 85 &K 3 = (5,285) = = - 5,235 -
Loss for the year rEEERE = = = = = (150,741) (150,741)
At 31 December 2015 R-¥-E£+-A=+-8 663,770 (25) 80,081 o 76,471 26,229 (250,851) 595,675

The contributed surplus of the Company arose as
a result of capital reorganisation and represents the
entire amounts standing to the credit of the share
premium account of the Company as at 30 June
2010 and the credits arising from capital reduction
for eliminating or setting off the accumulated losses
of the Company from time to time. Under the
Companies Act 1981 of Bermuda, the contributed
surplus account of the Company is available for
distribution. However, the Company cannot declare
or pay dividend, or make a distribution out of the
contributed surplus, if there are reasonable grounds
for believing that: (i) it is, or would after the payment
be, unable to pay its liabilities as they become due;
or (ii) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and its
issued share capital and share premium accounts.

The capital reserve of the Company arose as a result
of the reorganisation and represents the excess of
the combined net assets of the subsidiaries acquired
over the nominal value of the share capital of the
Company issued in exchange thereof.

ARANMERBBTIRABRAEEMES - B
RRARRZZE—ZFRNA=THNRG & E
FRAERD RN AR TELSER - AN
HEHHHARB AR RFEE - RIEA
RE-NN—FREE ARATANEHRHK
BRAE IR - A HAAEIBEMEE: ()
ARRFTREH N B E M E R 5K 3K (X
SR D IKE TRE N E B H & E 3k (i)
ARREEMAERBEESAMINEAR
REDETRAERD EEROEM - BIA
RANEEESA BT EIRIK MRS HE
HA K

ARBNERFHRITEBAMES - BT
BHEBARNSHEEFESHARRER
REMBTOREAEENLS ©



49. DIVIDEND

No dividend has been proposed or declared by the
directors for the year ended 31 December 2015
(2014: Nil).

50. APPROVAL OF FINANCIAL

STATEMENTS

The consolidated financial statements for the year
ended 31 December 2015 were approved for issue
by the board of directors on 22 March 2016.

49.

50.
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FINANCIAL SUMMARY
A 5 i 22

A summary of the financial results and the assets, liabilities TXHINAEERBERAETBREEN T EEE

and equity of the Group for the last five financial years, as LEE BEHARZRE  DRESEETENLE
extracted from the published audited consolidated financial ZRiFEMBmE WM BEWIFLCEREE M B ®
statements, is set out below. This summary does not form KW —FH D e

part of the audited consolidated financial statements.

FINANCIAL RESULTS R

2015 2014 2013 2012 2011
—F—-4F —ZT—NE —ET-=F —E—-F ZZ——F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET T F#& T T T FHET
Revenue KA 40,038 15,260 19,094 6,789 16,116
(Loss)/Profit before income tax BrFT15 Bt AT (EE) % (264,834) (142,989) (17,682) 2,897 61,411
ol
Income tax expense Fr 13 %1 F 2 - (5,924) (6,543) (4,938) (32,344)
(Loss)/Profit for the year NEE(ERB),#H (264,834) (148,913) (24,225) (2,041) 29,067
Attributable to: T & IEE -
Owners of the Company PN/NCIEZ 2SN (264,828) (148,913) (20,614) (12,917) (11,410)
Non-controlling interests IR = (6) = (3,611) 10,876 40,477
(264,834) (148,913) (24,225) (2,041) 29,067
»
ASSETS, LIABILITIES AND &~ AUl MORE A
2015 2014 2013 2012 2011
—E—-RF —T-NE ZZE=—=F —ET-—=-F ZE——F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FH&T FHET FH&T FHET
Total assets BAERLE 2,448,510 1,835,642 1,572,053 1,007,741 671,309
Total liabilities afELRm (1,518,128) (763,168) (862,635) (213,926) (171,248)
930,382 1,072,474 709,418 793,815 500,061
Equity attributable to the PA/NCIEZ RSN
owners of the Company FEAG &= 930,143 1,072,474 709,418 571,494 289,356
Non-controlling interests =S 239 = = 222,321 210,705
930,382 1,072,474 709,418 793,815 500,061
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